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Company Background

Delta Hospital Limited (DHL) is a private hospital which is engaged in general medical treatment
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Company Summary

and cancer diagnosis and treatment. It provides a full range of radiation therapy, diagnostic Post IPO No. of Shares (Mn) N/A
facility, chemotherapy and surgery with consultant, pathologist, surgeon, medical oncologist, post-IPO Paid-up Capital (Mn BDT) N/A
diati logist & other physicians.
radiation oncologist & other physicians Pre-IPO Paid-up Capital (Mn BDT) 332
DHL was incorporated in June 1987 as a public limited company, and started its commercial New Shares Issued (Mn) N/A
operation in 1989 with the name “Delta Medical Centre Limited”. The name got changed to Delta
Hospital Limited in April 2007. Delta Hospital Limited installed a Cobalt60 machine in the year of '~ O F roceeds (Mn BDT) 500
1994 which was the first initiative by a private sector hospital in Bangladesh for the treatment of Face Value 10
cancer patients through radiotherapy. Market Lot N/A
Delta Hospital's FY19 revenue contribution is provided below: Free Float N/A
Accounting Year End June
Particulars Revenue Contribution Auditor FAMES & R
Medicine & Vaccination 28:/° Issue Manager Prime Finance Capital Management Ltd.
Pathology 170/° Income Statement
LINAC Therapy 15 °/° Vin BDT 2015A  2016A  2017A  2018A  2019A
(S)eat Rent 12 ;“ Revenue, Net 427 490 559 592 653
thers 28% Direct Expenses (255)  (289)  (320)  (351)  (397)
!Pri‘tially, the hospital staﬂrled w;@h 100 beds which were_grtad?tally irrll_cn;]e?r?ed to 550 l;ebdsdin 1_|S?9b4. Gross Profit 172 201 239 241 256
e company is currently working on an expansion project after which the number of beds will be
increased to 400. The hospital had around 60% occupancy rate in the last 5 years. DHL currently ~C&A Expenses G (98) (102) (108) (122)
has 149 doctors. Out of those doctors, 76 doctors are specialized with 13 specialized doctors in  Operating Profit 81 102 137 133 134
the Oncology department. Finance Expenses (14) (11) (36) (35) (48)
IPO Details Non-Operating Income 7 1" 1" 16 13
Delta Hospital Ltd. will raise BDT 500 Mn as initial public offering (IPO) through book building ~ Profit Before WPPF 73 102 12 14 100
method. The fund will be used for the procurement of medical equipment for an expansion  Contribution to WPPF (3) (5) (5) (5) (5)
project, loan repayment, and IPO expenses. Profit Before Tax 70 98 107 108 95
The expansion project involves constructing a 10 storied building with 150 beds next to the Income Tax Expense (26) (36) (39) (39) (25)
original building. The project includes setting up a Bone Marrow Transplantation Center, CT  profit after tax 44 62 68 69 70
Simulator, Digital X-Ray, MRI Machine, and an External Beam therapy Machine. The first phase
of the project has already been completed which includes the construction of the building and a Restated EPS - Pre IPO 1.31 1.86 2.05 2.08 2.10
few machinery procurement. The second phase of the project will be completed with funds from  Balance Sheet
IPO and internal cash generation.
Mn BDT 2015A 2016A  2017A 2018A 2019A
The loan repayment consists of partial repayment of BDT 88.6 million of NCC Bank Ltd. Non-Current Assets 1,618 1,878 2,026 2,191 2,646
The breakdown of the IPO proceeds is shown below: Property, Plant & Equipment 1,422 1,562 1,860 1,990 2,162
Use of IPO Proceeds Mn BDT % of Proceed Capital Work in Progress 196 316 166 201 483
FLjoan RepayTefn’\tA dical Equi ¢ 328 ;;;:ﬁa Current Assets 179 261 320 398 267
rocurement of Medical Equipmen 8% .
Sub Total 478 95.5% Inventories A 1 26 30 32 35
IPO Expenses 22 4,59 Accounts Receivables 34 22 18 21 31
Total 500 100% Advance, Deposit & Prepay 36 56 124 215 152
R Loan to Globex Pharma 10 10 10 10 10
Key Points i
Investment in Globex Pharma 42 34 34 34 34
° According to a project of the World Health organization, some 200,000 new cancer cases Cash & Cash Equivalents 47 113 104 86 4
are reported in Bangladesh every year. Of them, around 150,000 die. The onslaught of Tota) Assets 1,797 2139 2347 2,589 2913
cancer cases in Bangladesh has established a huge need for proper cancer treatment , i ’ ’ ’ ! ’
facilities. There are only 1,683 hospitals out of which only 16 public & private hospitals Shareholders’ Equity 1,258 1,329 1,462 1,492 1,523
provide treatment facilities for cancer. Delta Hospital Ltd. provides treatment of all types of Share Capital 315 332 332 332 332
diseases but specializes in providing cancer treatment and hence has an advantage among Share Premium R 26 26 26 26
all the hospitals.
Retained earnings 62 94 126 160 194
L] Delta Hospital has shown moderate top-line growth over the last five years (~11.2% CAGR Revaluation Reserves 881 877 978 974 971
during 2015-19). The occupancy rate has been moderately stable. After the expansion A
project is completed, we may see the revenue growth momentum to continue. Moreover, if Non-Current Liabilities 345 560 603 704 913
Delta Hospital can reach the current occupancy level in the next few years after the Long Term Loan 134 338 471 559 755
expansion project, it will ensure solid revenue growth. Deferred Tax Liabilities 211 292 132 144 159
° The bottom line has seen impressive growth during 2015-17. But in the previous two years, Current Liabilities 194 250 282 393 477
the bottom line showed a meager growth. The capex to sales has been around 35% for the 1154 and Other Payables 50 39 33 32 30
past two years. The company financed the expansion project by taking loans. These have
caused a higher depreciation and higher interest payment which resulted in a decrease of Short Term Loan 16 47 56 86 136
NPAT margin by 190 basis points from 2016 to 2019. Long Term Loan - Current 39 74 89 165 200
®  The cash balance of DHL in FY’19 is only BDT 4 million. The quick ratio declined from 0.82 Provision for Current Tax 41 46 46 49 47
in FY’18 to 0.39 in FY’19. The liquidity condition of DHL is concerning. If the cashflow from Others 48 44 58 61 64
investing activities doesn’t improve, DHL may need to look for short term financing which will - 1ota Equi Liabiliti 1797 21 2347 2 291
increase the debt to asset ratio from 0.37 to even a higher level. Moreover, if the IPO otal Equity and Liabilities 79 139 3 589 913
process gets delayed or cancelled due to any reason, the project needs to be completed Cash Flow Statement
with debt financing which will increase the leverage ratio further. Mn BDT 2015A  2016A 2017A  2018A  2019A
° DHL has a contingent liability of BDT 2.6 million related to VAT. An appeal is pending in the  Qperating Activities 112 73 151 176 206
Supreme Court of Bangladesh with respect to the provisioning of additional VAT and penal . .
VAT demanded by the Customs Excise VAT authorities. The required provision, if any Investing Activities (110) (248) (233) (281) (423)
arising out of the court case, will be made in the year of the case’s disposal. As the amount Financing Activities 3 241 73 87 135
of contingent liability is small, it is not a major concern for the company. Net Cash Flow 4 66 9) (19) (81)
° The company invested in Globex Pharmaceuticals Limited with an aim to procure anti- Ratios
cancer drugs in the future. Globex Pharma was a subsidiary of DHL. But the company off-
loaded shares of Globex Pharma during 2014-16 which removed the controlling stake of 2015A  2016A  2017A  2018A  2019A
DHL in Globex Pharma and thus abolished the subsidiary position as well. The product Gross Profit Margin 40.3% 41.0% 42.8% 40.7% 39.2%
portfolio in Globex Pharma’s website shows no cancer medication. So, the plan to procure Op. Profit margin 18.9% 20.9% 24.6% 22.5% 20.6%
cancer drugs from Globex hasn’t been executed yet. The company’s prime supplier of X X : o ! o ’ o : o ’ o
medicine is Beacon Pharma which is a cancer drug manufacturing pharmaceutical. If Globex ~Net Profit Margin 10.2% 12.6% 12.2% 1.7% 10.7%
starts to produce cancer drugs, it will have a positive effect on the profitability of DHL and Revenue Growth - 14.7% 14.1% 6.0% 10.3%
also eliminate any uncertainty regarding medicine procurement. NPAT growth ; 41.5% 10.0% 1.6% 1.3%
L] The major types of machinery of DHL are supplied by a group of well-reputed suppliers. Current Ratio 0.92 1.04 1.14 1.01 0.56
They are bound by operational and maintenance contracts which eliminate any risk of over- Quick Ratio 0.60 0.76 0.88 0.82 0.39
dependence on a single supplier. : : : ’ :
Debt to Asset 0.11 0.21 0.26 0.31 0.37
Comparable & Trading Multiples Net Debt to Equity 0.11 0.26 0.35 0.49 0.71
- 0, 0, 0, 0,
Trailing P/E multiple of another listed comparable stock is given below: Return on Asset 3.1% 3.0% 2.8% 2.5%
; R o o o o
DSE Ticker Market Cap (BDT Mn)* LTM Earnings (BDT Mn)* LTm p/g  Retum on Equity Lo ABh o 4% ATh - 46%
SAMORITA 1136 34.4 33.0x Effective Tax Rate 376% 36.7% 36.5% 36.4% 26.3%

*Source: DSE, BEPL Research
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IMPORTANT DISCLOSURES

Analyst Certification: Each research analyst and research associate who authored this document and whose
name appears herein certifies that the recommendations and opinions expressed in the research report
accurately reflect their personal views about any and all of the securities or issuers discussed therein that are
within the coverage universe.

Disclaimer: Estimates and projections herein are our own and are based on assumptions that we believe to be
reasonable. Information presented herein, while obtained from sources we believe to be reliable, is not
guaranteed either as to accuracy or completeness. Neither the information nor any opinion expressed herein
constitutes a solicitation of the purchase or sale of any security. As it acts for public companies from time to time,
BRAC-EPL may have a relationship with the above mentioned company(s). This report is intended for distribution
in only those jurisdictions in which BRAC-EPL is registered and any distribution outside those jurisdictions is
strictly prohibited.

Compensation of Analysts: The compensation of research analysts is intended to reflect the value of the
services they provide to the clients of BRAC-EPL. As with most other employees, the compensation of research
analysts is impacted by the overall profitability of the firm, which may include revenues from corporate finance
activities of the firm's Corporate Finance department. However, Research analysts' compensation is not directly
related to specific corporate finance transaction.

General Risk Factors: BRAC-EPL will conduct a comprehensive risk assessment for each company under
coverage at the time of initiating research coverage and also revisit this assessment when subsequent update
reports are published or material company events occur. Following are some general risks that can impact future
operational and financial performance: (1) Industry fundamentals with respect to customer demand or product /
service pricing could change expected revenues and earnings; (2) Issues relating to major competitors or market
shares or new product expectations could change investor attitudes; (3) Unforeseen developments with respect
to the management, financial condition or accounting policies alter the prospective valuation; or (4) Interest rates,
currency or major segments of the economy could alter investor confidence and investment prospects.
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