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DeClout to revive Pacific Internet name
| BY CHAN CHAO PEH |
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Where the big boys play
While Telstra focuses on serving the large MNCs,
the Fortune 500s and the likes, DeClout will
be a key local partner for Telstra in servicing
the range of IT needs for other companies that
need to tap into Telstra’s extensive networks.
However, the company’s management is
realistic enough to point out that the immediate priority is to stabilise the drop in revenue
from the acquisition. It plans to make full use

of the Pacnet branding.
Asked whether the intangible value of Pacnet’s brand has been appraised, Wong and Cheng
admit it has not. However, Wong sees the value of the Pacnet brand as no smaller than newer and up-and-coming ISPs such as ViewQwest
and MyRepublic. “[It] will be what they have to
spend on marketing to bring it up to the same
level,” says Wong.
CONTINUES ON PAGE 22
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n the more than two decades of Pacific Internet’s (Pacnet) existence, it has changed
hands several times and assumed a different business profile each time. The most
recent owner of what was once a leading
regional Internet service provider (ISP) based
in Singapore was telco Telstra Corp, which
bought it over for US$697 million ($991 million) for the by-then core business of submarine cable network.
However, just when the brand name was
thought to be buried forever within the huge
Australian company, Catalist-listed DeClout
Ltd struck a deal to buy over from Telstra the
Pacnet ISP businesses in Singapore and Thailand — and the well-recognised Pacific Internet brand name.
The deal, announced on Nov 7, sees DeClout spending US$2.1 million and US$2.3 million respectively to buy all of Pacnet’s Thailand
and certain parts of Pacific Internet Singapore’s
businesses. The acquisition, subject to regulatory approval, will be made via OSINet, an
existing DeClout subsidiary that is also in the
ISP business, and will bring over more than
3,000 small- and medium-business customers
who rely on Pacnet for their Internet access.
Upon completion of the deal, DeClout will
rebrand OSINet and the newly acquired businesses under the common brand name Pacific
Internet. “We see significant business value in
the Pacific Internet brand,” says Acclivis CEO
Marcus Cheng in an interview with The Edge
Singapore. Acclivis is one of the four operating units of DeClout, focusing on IT services.
DeClout says the deal is earnings accretive. The two acquired entities generated $20
million in revenue for FY2014 ended Dec 31.
Talks for the deal began more than a year ago,
but before they could be completed, the sale of
Pacnet in its entirety to Telstra was announced
last December and completed this April. DeClout managed to pick up from where it was
left off and continued talks with the Australian company and got the deal done, says Cheng.
DeClout is eyeing more than just the recurring income from the acquisition. Its various units already offer a range of IT infrastructure services, from cloud-based hosting
and managed services to sale and servicing
of servers and storage equipment. Accessing

most if not all these services requires access
to the Internet, and ISPs such as OSINet and
Pacnet fit right in.
In addition, Vesmond Wong, DeClout’s
chairman and group CEO, sees plenty of opportunities to cross-sell to the enlarged customer base, the same way StarHub has been
“bundling” mobile, cable and TV to the same
customers. “We want to see how we can be
the preferred IT service provider,” says Wong.
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Shares outstanding (ex-treasury) (mil)
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12-month price range ($)
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1.10
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0.20
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*Valuation score — Composite measure of historical
return and valuation
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Note: A score of 3.0 is the best to have and 0 is the
worst to have
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to think so too.
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Catalist transfer could resuscitate ﬂoundering companies
DeClout plans to win its share in the enterprise market, where the big boys play and
bigger contracts await. Listed just in October
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do what we think is right, without having to
answer to people thousands of miles away at
your head office, and who do not understand
the market realities [on the ground].”
At the same time, Liew liked PrimePartners’
focus on advisory work. Large banks, he says,
tend to do many other things for their clients
as well. Besides fundraising, they might also
be involved in lending money or managing
funds. Occasionally, this gives rise to conflicts
of interest. “We wanted to be very focused on
what we did. For certain types of people, that’s
appealing. Other people might not think so
because there are a lot of things you can’t do.
I find that focus gives you clarity. It allows you
to be very clear [about] what you are good at
and what you aren’t. That’s how we have won
our clients over time.”
Going forward, Liew says PrimePartners
intends to remain focused on its Catalist work.
“It’s not that we won’t do Mainboard [listings
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DeClout in an acquisitive mood since 2012 listing
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DeClout plans to win its share in the enterprise market, where the big boys play and
bigger contracts await. Listed just in October
2012, it has been in an extremely acquisitive
mood. This Pacnet deal is but the latest in a
long string of acquisitions since then as the
company built up a range of activities from
distributing computing games and providing
e-commerce services to refurbishing servers
and storage equipment, and helping telcos install networks.
OSINet, the subsidiary that is buying over
the two Pacnet units, itself came into DeClout’s
fold in January, when via subsidiary Acclivis, Declout bought OSINnet Communications
for $14.2 million.
The deal, funded with new DeClout shares,
gave the company an ISP licence and 600-plus
service contracts from more than 400 corporate
customers. For FY2014 ended March 31, OSINet made a gross margin of 47% on revenue
of $5.5 million. The OSINet business has been
growing at an average of 60% a year since it
was founded in 2010 and is on track to continue, says Cheng.

From shares to debt
On Aug 12, the company announced that
revenue for 1HFY2015 ended June 30 rose
165% y-o-y to $121 million from $45.6 million in the same period a year earlier. From a
loss of $2.1 million in the six months a year

earlier, DeClout was $808,000 in the black.
The biggest earnings contributor was the
so-called IT Infrastructure Services segment,
which consists of Acclivis and two other subsidiaries, Procurri, which resells storage and
servers, and Beaqon, which installs telecommunications networks. Gross profit was up
105% y-o-y to $24.6 million, on the back of
a 130% growth in revenue to $102.3 million.
Wong reconfirms an earlier disclosed intention to spin off Procurri for separate listing on
the mainboard of the Singapore Exchange. The
target is to do so by 2Q2016.
While DeClout’s overall top and bottom
lines are improving, its EPS has been diluted, as it has funded the acquisitions with new
shares. Between FY2013 and FY2014, its EPS
dropped from 0.82 cents to 0.52 cents. For
1HFY2015, EPS was just 0.03 cents, although
it is a turnaround from a loss of 0.74 cents in
1HFY2014. Year to date, DeClout shares were
down 8.89% to close at 20.5 cents on Nov
9, although trading volume has picked up in
recent weeks.
Still, Wong is confident that the dilution
will slow down from next year onwards as the
numbers further improve, and DeClout will
start to fund future acquisitions more with
debt than shares. However, will the timing
not be less than ideal given interest rates that
are poised to increase either by December or
earlier next year? “We will produce better reE
turns,” he says.
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DeClout in an acquisitive mood since 2012 listing

Wong (right) with Cheng: We want to see how we can be the preferred IT service provider

