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Explosive Revenue Growth to 
Drive Share Price Re-Rating 
NTG Clarity Networks Inc is an exci ng turnaround story in the 
so ware, IT and network services industry, headquartered in 
Canada with opera ons in the Middle East, and is yet to be 
fully recognised by the market. We recommend a BUY ra ng.  

Revenue Growing +66.2% CAGR CY21 to CY24 
The Company has been rapidly growing its revenue from both 
exis ng and new customers alike, increasing at an es mated 
+66.2% CAGR from CY21 to CY24. 

Management Target CAD$50m Revenue in CY24 
Management has announced their formal CY24 revenue target 
of CAD$50m (+84% vs est CAD$27.2m CY23e), with a target 
40% gross margin and 10% net income margin.  

We believe they will beat the revenue and net income margin 
targets, with our es mated CY24e revenue of CAD$54.6m and 
net income margin of 12.7% resul ng in net income of 
CAD$7.0m (EPS 18.5¢) or trading on 2.2x P/E.  

Winning New Contracts Consistently 
The Company has announced numerous new POs in the last 
couple of months, with contracted work to be mostly 
completed in CY24 already totalling ~CAD$46.8m by the middle 
of April, versus the targeted CAD$50m for CY24. We think more 
contract wins are likely following their a endance at two major 
interna onal trade shows (MWC and LEAP) in March. 

Vision 2030 and Digital Transformation Tailwinds 
The Saudi Arabian Vision 2030 strategy to drive digital 
transforma on to reduce reliance on oil is a major tailwind for 
the Company, with its 30 year history in the region.  

Price Target = $3.58/share 
Based on a blended average of our DCF valua on and the three 
CY24e mul ple based valua ons, our price target for NTG 
Clarity Ordinary Shares listed in the TSXV exchange is 
CAD$3.58/share, which represents a poten al upside of +772% 
from the current share price. 

NTG Clarity Networks Inc (NCI.CVE) BUY 

16th April 2024 

 

Price Target C$3.58 

Price (15 April 2024) C$0.41 

 

 

Shares on Issue (ordinary) 37.53m 

Shares (fully diluted) 41.48m 

Mkt Cap C$15.4m 

Mkt Cap (fully diluted) C$17.0m 

52 Week Range C$0.125 - C$0.47 

Primary Ticker (Canada TSXV) NCI.CVE 

OTC Ticker (USA - Pink) NYWKD.PKC 
 

Dec y/e (C$m) 2023e 2024e 2025e 

Revenue $ $27.2 $54.6 $73.3 

Rev Growth 53.9% 101.1% 34.2% 

Gross margin $ $10.7 $21.7 $29.7 

GM % 39.2% 39.8% 40.5% 

EBITDA $ $4.1 $9.1 $14.9 

Net Income $ $2.5 $7.0 $11.1 

NI Margin % 9.3% 12.7% 15.1% 

EPS 8.0¢ 18.5¢ 29.6¢ 

EPS Growth 199.0% 132.5% 59.5% 

P/E 5.1x 2.2x 1.4x 

12 month share price chart 
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Company Overview 
Background 
NTG Clarity Networks Inc. (NTG Clarity or the Company) is a prominent 
so ware and network services provider. The current CEO founded NTG 
Interna onal in 1992 and the Company listed on the TSXV via a reverse 
takeover of Clarity Telecom in 2001.  

Headquartered in Toronto, the Company has subsidiaries and branch offices in 
Egypt, the USA, Saudi Arabia, and Oman. Their exper se lies in delivering 
network, telecom, IT digital transforma on and infrastructure solu ons to large 

er-1 customers in the telecom, finance, u li es, enterprise and government 
sectors. 

They have a growing workforce of over 600 IT, network and engineering 
professionals with local cultural exper se ,and strong partnerships with leading 
global technology providers. 

NTG Clarity operates and reports two business segments: 

1. Canadian Segment: 
 Ac vi es in Canada and USA 
 Offices in Saudi Arabia and Oman 

2. Egypt Segment: 
 So ware development group 
 Provides professional services, offshoring services, and 

network services to customers in Egypt. 

With over 30 years’ experience in designing, building, integra ng and 
maintaining data centres and telecommunica ons networks, the Company 
offers commercial off-the-shelf products, catering to a wide range of industries. 
This includes its flagship solu on: NTGApps, a comprehensive digital toolbox 
designed to accelerate the digital transforma on journey of organiza ons 
across industries with solu ons including Enterprise Resource Planning (ERP), 
project por olio management, demand and capacity analy cs & dashboard 
and decision-making using real- me data. 

In addi on to product development, and a key driver of revenue, the Company 
provides comprehensive end-to-end services such as so ware development 
outsourcing, customized solu ons development including so ware, web, and 
applica on development, systems integra on, Tes ng as a Service (TaaS), 
outsourcing, and consul ng. 

Key Products and Services 

Professional Services – ~85% of revenue  

Delivering the majority of revenue, the Company’s service offering includes 
local, onsite and offshore support in the following areas: 

 Solu on Development - developing and deploying customized 
solu ons from idea on to crea on, designing applica ons, websites, 
mobile apps, tablet apps, graphics design. 

NTG Clarity has over 30 years 
of experience and credibility, 
providing IT services and 
products in the Middle East. 
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 System Integra on - managing the process of bringing together 
mul ple systems into one integrated solu on so they func on together 
seamlessly to manage business processes. 

 Digital Transforma on – integra ng digital technology into all areas of a 
customer’s business.  

 Outsourcing – offering resources from the most junior level developer 
to senior level execu ves for both short- and long-term tenure. 

 Other services – business consul ng, training, tes ng as a service, data 
migra on and smart ci es/buildings for a seamless, single-point of 
access to building, security and energy management solu ons. 

Software Products, Implementation and Support – ~15% of revenue 

The company has been developing niche so ware products and IT digital 
transforma on solu ons since its incep on in 1992. These include: 

 NTG-Apps - designed to simplify digital transforma on by providing 
customisable digital applica on templates:  

o Telecom Suite, designed specifically for telecommunica on 
operators, a robust management tool that empowers service 
providers to efficiently manage services, resources, processes, 
and ac vi es and address all automa on needs. 

o ITSM Suite, to track and manage IT services and support for 
increased produc vity, lower costs, and improved end-user 
sa sfac on, offering modules such as incident management, 
problem management, knowledge management, IT Asset 
management, service level agreements and change requests.   

 NTS-Billing: Billing-related so ware. 
 NTS-Inventory Management and Control: Tools for managing inventory. 
 NTS-Workflow Management: Streamlining workflow processes. 
 NTS-Partner Rela onship Management: Managing partner 

rela onships. 
 NTS Teleco in a Box - a comprehensive end-to-end BSS / OSS solu on 

designed specifically for telecommunica on operators. 
 Network Inventory System (NIS) - empowers telecom operators and 

other network-powered organiza ons to gain full visibility of physical 
and logical network component statuses and se ngs, as well as 
compare and reconcile against planned configura ons. 

AI Product Implementation 
Announced in March 2024, the Company launched an AI Department, 
integra ng AI with the NTG-Apps pla orm. This enables enterprises to quickly 
build custom AI applica ons powered by custom Large Language Models 
(LLMs) trained with that enterprise’s proprietary data.  

The announcement outlined the proof of concept projects in play, one working 
with an exis ng customer in the Middle East training LLMs on large-scale 
proprietary financial data to aid in decision-making for investments, mergers, 
and acquisi ons, and one to improve internal process efficiencies with proposal 
wri ng and training.   
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We don’t expect this to have a major impact on revenue and earnings but it 
will add another solu on to their current product por olio, aimed at saving 
customers me and money through AI technology, which may assist with 
customer reten on as the popularity of AI increases.  

Partnerships  
The Company has been able to secure partnerships with leading and trusted 
brands globally, which shows that they can deliver at scale.  

 
Source: Company presenta on 

Major Tier 1 Current and Past Customer List 
NTG Clarity has a long history in the Middle East and has built a solid 
reputa on as a quality provider, as shown by the list of er 1 brands they can 
boast as being current and past clients.  

 
 

 

 

 

 

 

The Company has built up a 
long list of Tier 1 customers 
across telecom, finance, 
u li es, enterprise and 
government sectors. 
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Source: Company presenta on 

Experienced Management Team 

CEO & Chairman - Ashraf Zaghloul  

Ashraf Zaghloul founded NTG Interna onal in 1992. Ashraf has held senior 
management posi ons at, and consulted to, many major private and public 
sector corpora ons in the areas of data and voice networks, and 
Internet/Intranet. He holds a B.Sc. in Electrical Engineering, Electronics, and 
Communica ons from the University of Cairo and a M.Sc. in Electrical 
Engineering from the University of Manitoba. 

President & Director – Kristine Lewis 

Kris ne Lewis has extensive experience in management and opera ons in the 
IT and telecom industries. She has a B.Sc. in Computers, Psychology from the 
University of Toronto Scarborough and has been involved in the management 
of NTG since its founding in 1992. 

Executive Vice President - Gamal Metwally 

Gamal Metwally has over 30 years of experience in innova ve solu ons and 
senior management. He’s led several teams developing so ware products, IT, 
IoT and telecom solu ons. He has held senior posi ons in so ware 
development, integra on, tes ng, opera ons, product management and 
project management at IBM and Nortel Networks. He holds a B.Sc. in Electrical 
Engineering, Electronics and Communica on from the University of Alexandria. 

CEO & Chairman, NTG Egypt – Adel Zaghloul 

Adel Zaghloul serves as the Chairman and Chief Execu ve Officer of NTG Egypt, 
a subsidiary of NTG Clarity. He is the former CEO of Olympic Group and has 
extensive senior execu ve management experience. In 1988, he joined General 
Electric where he was Regional Manager and later Execu ve of the Middle East 
and Africa Region. In 1997, he pursued a challenging posi on as CEO of 
Ghabbour Group, the largest truck, bus and car manufacturer in Egypt. He 
joined Olympic Group in 1999 where he was CEO. Mr. Zaghloul has a degree in 
Mechanical Engineering from the University of Cairo.  
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CTO – Yaser Yousef 

Yaser Yousef is a senior manager and network architect with over 20 years of 
Telecom and IT experience and extensive experience in business and system 
analysis and so ware system design in telecommunica ons industry. His 
exper se covers telecom network design, process and procedures and 
reengineering, OSS system architecture and design and data modelling. 

CPO – Fouad Selim 

Fouad Selim has 30 years of experience in various func ons including both 
ver cal and cross-func onal management within the IT &Telecom sectors, He’s 
founded mul ple start-ups and delivered several large IT projects in ERP, CRM, 
Contact Center Technologies, Enterprise and Sales systems. He holds an MBA 
from the Arab Academy for Science, Technology, and Mari me Transport and 
B.Sc. in Engineering from Cairo University. 

Senior Vice President, Professional Services – Dr. Medhat Helmy 

Medhat Helmy has more than 25 years of IT and Telecom experience, and has 
held execu ve management posi ons in several mul -na onal organiza ons. 
He specializes in building and leading remote development teams and working 
as a consultant in the project management and business process fields. He 
holds a Doctor of Business Administra on from Ain Shams University, an MBA 
from Paris ESLSCA Business School, and a B.Sc. in Engineering from Ain Shams 
University. 

Vice President, Strategy & Planning - Adam Zaghloul 

Adam Zaghloul is in charge of corporate development, strategy, planning and 
investor rela ons for NTG Clarity. He has a BASc in Chemical Engineering, 
Sustainable Energy from University of Toronto and has been involved in a 
number of technology startups.  
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Digital Transformation in Saudi Arabia 
Vision 2030 Expanding NTG’s Opportunity 
To shi  the focus of its economy away from the oil dependence upon which its 
immense wealth was created, the kingdom of Saudi Arabia launched their 
“Vision 2030” strategy in 2016.  

The kingdom announced 3 main pillars to this strategy, which they are targe ng 
to achieve their vision of a diversified economy that is resilient and broad 
based, to secure a brighter future for all Saudi ci zens.  

These pillars are:  

- A Vibrant Society 
o Cul va ng a rich cultural environment and promo ng healthy 

lifestyles (to achieve a dynamic and engaged populace with a high 
quality of life) 

- A Thriving Economy  
o Fostering innova on and suppor ng entrepreneurship (to provide 

diversified revenue streams and sustainable economic growth) 
- An Ambi ous Na on 

o Maximising efficiency and transparency in the government 
(offering robust governance and increased interna onal 
compe veness) 

To achieve these pillars, the kingdom has placed a large focus on digi sing its 
society, presen ng a par cularly valuable opportunity for NTG Clarity.  

The kingdom set up the Digital Government Authority (DGA) to streamline and 
enhance governmental procedures and services, which will provide ci zens 
with a digital solu on for many of life’s day to day needs. These include health 
services, banking, communica ons, and government services.  

Saudi Arabia also launched a series of programs designed to enhance the 
digital competence of its popula on, so that they have an opportunity to build 
their skills and par cipate in the growth of the emerging digital sector. 

Saudi’s Western Technology Hubs Leading the Way 
Saudi’s most populated and economically ac ve region is in the westernmost 
part of the country, including the commercial hub of Jeddah, as well as Meccah 
and Medinah. This segment has seen significant investment in ICT 
infrastructure, to facilitate achieving the pillars of Vision 2030 and to improve 
connec vity. This has been implemented to facilitate a thriving economy and 
encourage an ambi ous society of entrepreneurs.  

Examples of this infrastructure include data centres, fibre op c networks and 
ICT parks, the maintenance and upkeep of which present significant 
opportuni es for tech service businesses like NTG Clarity.  

Several projects have already commenced in pursuit of this vision. One of 
which is the Na onal Digital Transforma on Program (NDTP), aimed at both 
improving e-commerce and digi sing public services. This includes investment 
in 5G, smart ci es, startups, and advanced technologies including cloud, AI, 
cybersecurity and IoT. 

Vision 2030 is driving digital 
transforma on across Saudi 
Arabia, which NTG Clarity is 
well placed to capitalise on 
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Saudi ICT Market growing ~8.49% CAGR 
According to research by Mordoor Intelligence#, the Saudi Arabian ICT Market 
is es mated to be worth US$50.6 billion in 2024, and is expected to grow at a 
CAGR of 8.49% per annum to US$76.1 billion by 2029. 

The kingdom’s intensive investment in services such as fast internet, wireless 
connec ons and cloud compu ng over the last 8 years has posi vely impacted 
the day-to-day opera ons of mul ple industries. Further aided by the 
pandemic, banking, financial services, pharmacy, healthcare, retail and 
educa on sectors have all undergone significant changes, as smart gadgets and 
the internet revolu onise how we operate. In the manufacturing sector, 
Industry 4.0 has seen factories u lise technology to improve and automate 
their en re process, using AI and robo cs. 

The Communica ons and Informa on Technology Commission (CITC) of Saudi 
Arabia predicts that around 97.6% of residents will be online as of 2026. 
Through the governments’ funding of broadband networks, mobile internet 
speeds have increased to 105.32 Mbps, placing it 6th interna onally. 

Given their plan to lead the rest of the world, the kingdom is passing new laws 
to further enable apps and services to support digital transforma on. One of 
these was a new informa on and technology (ICT) law, aimed at bolstering 
telecommunica ons and IT sectors, by focusing on digital infrastructure, new 
technologies and e-government.  

#  Source: h ps://www.mordorintelligence.com/industry-reports/saudi-arabia-ict-market 

Energy and Utilities’ Sector Transformation 
While Vision 2030 aims to diversify the economy away from oil, Saudi Arabia is 
not yet ready to forgo its greatest export. In fact, the government s ll plans to 
have oil produc on at 12 million barrels of oil a day by 2027@. The expansion in 
oil and gas produc on should see new job opportuni es, and further increase 
the GDP of the kingdom. 

However, the energy sector can greatly benefit from the digital transforma on 
that is sweeping through the rest of the Saudi economy, and NTG Clarity is well 
posi oned to benefit from this. The oil and gas industry will see data analysis 
and communica on technologies scaled up to increase efficiency and 
sustainability.  
@  Source: h ps://www.reuters.com/markets/commodi es/saudi-energy-minister-says-there-is-
huge-oil-spare-capacity-cushion-2024-02-12/ 

What does this mean for NTG Clarity? 
Due to 30 years of hard work, NTG Clarity has forged strong partnerships and 
established significant trust with its clients. As a result, the Company is in a 
unique and valuable posi on to benefit from the goals of Vision 2030. NTG 
Clarity’s exis ng clients trust them with the increased work required to achieve 
the vision, while simultaneously their reputa on as a reliable partner, means 
they are readily able to win work from new customers.  

NTG Clarity has already shown their capability to secure large new contracts 
from both exis ng and new customers, and are giving us confidence that they 
are well posi oned to capitalise on this growing market opportunity.  
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Underlying investment thesis based on Vision 2030 and beyond 

The Vision 2030 project means the Saudi region has at least 6 ½ years of 
intensive investment in digital transforma on ahead of it for NTG Clarity to 
exploit, but the opportuni es are likely to con nue for many years beyond 
that. So, while a large part of our investment thesis is based on Vision 2030 in 
the near term, the whole Middle East region is likely to be a happy hun ng 
ground for new work for the company well into the next decade.  
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Egyptian Outsourcing O ice 
Set up for growth in o -shore outsourcing 
NTG Clarity owns a 95% equity interest in the Egyp an subsidiary and has a 
+30-year history of doing business in this region.  

A new state-of-the-art office was set up in Cairo in 2023, with the ini al focus 
on key projects announced early that year.   

At the me, the President of the Company said:  

“By establishing this central hub on the Nile, NTG Clarity has 
strategically posi oned itself to tap into a diverse talent pool from all 
corners of Cairo. Combined with our exis ng campuses in Haram and 
Maadi, we now boast a large and expanding presence in the east, west, 
and central regions of the city.” 

“These three loca ons not only strengthen NTG Clarity’s capacity to 
a ract and retain top- er talent but also enhances our agility in 
delivering cu ng-edge solu ons to clients worldwide” 

This new office can accommodate a further +300 staff in the current loca on, 
and has scope to take addi onal floor space within the same building. This 
means the Egyp an outsourcing business can scale rapidly without needing 
long lead mes for implementa on. 

The site is designed for seamless produc vity to support customer needs 24/7 
across all me zones.  

Sourcing qualified sta  is not a bottleneck 

One poten al issue could be talent acquisi on to handle the growth in demand 
that NTG is experiencing. However, the company has told us they have not had 
major problems in this regard, suppor ng the comments above from the 
President that Cairo is a great place to source qualified staff. To date, the 
Company has been able to find staff quickly and the onboarding process has 
been rela vely efficient, giving us confidence the business can achieve the 
ambi ous growth forecasts we have in our models. 

 

NTG has plenty of offshoring 
capacity in its’ recently 
opened state of the art 
Egyptian office to satisfy the 
demand from new customer 
contract wins 
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Strong Revenue Growth 
Revenue Growing at 66.2% CAGR 
The company has seen a very strong recovery in revenue over the last couple of 
years, with growth accelera ng into CY24. Given the macro tailwinds of digital 
transforma on throughout the Middle East, and more specifically Saudi Arabia, 
we’d expect to see this growth rate maintained for the next few years at least, 
or even accelerate in the short term – see the growth chart below.  

With Vision 2030 having 6 ½ years le  to run, and the focus on IT, cloud 
compu ng, AI and telecommunica ons becoming a larger part of the overall 
economy globally, we are excited to see how much of this poten al work NTG 
Clarity can secure. 

 
Source: Company filings/Ac v8 es mates 

CY24 formal target – CAD$50m revenue and 10% net income margin 

On the 18th March 2024, NTG Clarity announced their formal CY24 revenue 
target of CAD$50m, with a target 40% gross margin and a target 10% net 
income margin.  

In the same announcement, the company announced that 14 new purchase 
orders (POs) worth CAD$6.5m had been secured and that including those POs, 
the company already had contracts totalling approximately CAD$40m of work 
to mostly be completed in the CY24 year, meaning up to 80% of the formal 
target was underpinned by contracts in hand.  

New contract wins announced recently and more to come 

On the 19th March 2024, NTG Clarity announced further new contracts and 
renewals for CAD$4.5m for two different departments of the same exis ng 
customer in the financial sector in the Middle East. This took the value of 
contracted work to mostly be billed in CY24 to CAD$44.5m (against the 
CAD$50m target). This underpinned approximately 89% of the formal target. 

On the 9th April 2024, the company added a further CAD$1.8m of new and 
exis ng customer work/renewals, which took the value of contracted work to 
mostly be billed in CY24 to CAD$46.3m (against the CAD$50m target). This 
underpinned approximately 93% of the formal target. 

Revenue is es mated to  
grow at a 66.2% CAGR  
from 2021 to 2024 
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Given the success the company has already achieved in the early stages of 
CY24, we are expec ng more contracts to be secured over the coming months 
and as such, we expect the company is likely to beat their formal target and is 
likely to upgrade their CY24 revenue target.  

Long history in middle east means NTG Clarity is well positioned 

NTG Clarity was founded in 1992 and has been working in the emerging middle 
east market throughout that me. This means they have built trust and brand 
recogni on over a long period of me, before the macro tailwinds of digital 
transforma on and Vision 2030 in Saudi Arabia became such strong drivers. 

While many global firms and new startups in the industry are scrambling to 
capture a slice of this massive pie, NTG Clarity are able to use their history of 
quality work and their status as being a na vely middle eastern company (but 
with North American listed company credibility) to maximise their contract 
wins. 

High rotation of key decision makers contributing to new customer work 

With so much investment in the Middle East in the digital transforma on 
economy, a good way for execu ves and educated professionals to progress 
their careers is to move jobs regularly (every 2 to 3 years).  

This dynamic has been a posi ve for NTG Clarity, with a lot of new customer 
wins coming from execu ves moving from one business where NTG Clarity 
successfully provided products/services to another role in a new company and 
introducing NTG Clarity as a trusted provider.  We expect this will con nue to 
be a key customer acquisi on channel over the coming years. 

Trade show customer acquisition channel getting great results 

The company a ends trade shows and conferences around the world as part of 
their new customer acquisi on strategy.  In the first quarter of 2024, they were 
present at MWC 2024 in Barcelona, Spain and LEAP 2024 in Riyadh, Saudi 
Arabia, with a number of new contracts already announced.  

We note the Middle East has been observing Ramadan over the last month or 
so, which is tradi onally a quiet me for new business dealings. Post this 
period, we’d expect to see con nued momentum in contract wins and new POs 
for work to be completed in CY24 and into CY25, which could impact our 
revenue forecasts on the upside.  

We also note GITEX in Dubai and AfricaCom in South Africa which are slated for 
later in CY24, are trade shows the company has a ended previously. 

~50% recurring revenue and/or contract renewals 

It’s our understanding that approximately 50% of the work secured to date (of 
their CY24 CAD$50m target) has come from exis ng customers, be it from 
contract renewals, product renewals and/or an expansion of new services.  

This speaks to the quality of the work undertaken by NTG Clarity and shows 
that exis ng customers are sa sfied with the products and services provided 
and are choosing to renew their contracts with the Company.  

As such, we can be confident there is an underlying founda on of revenue to 
underpin our forecasts over the next few years at least.  

We expect more contract 
wins over the coming 
months, sugges ng there is 
some upside risk to the 
already ambi ous CAD$50m 
revenue target for CY24 
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Operating leverage will see ~12.7% net income margin in CY24 

The company has put out a formal forecast of 10% final net income margin for 
the CY24 year, however we believe there is significant opera ng leverage likely 
to flow through from the significant revenue growth.  

Selling expenses and G&A expenses as a % of revenue should fall versus the 
strong revenue growth. We believe the company is unlikely to expand head 
office staffing levels drama cally and we also feel they are unlikely to boost 
marke ng headcount or spending beyond that which we have forecast.  

Despite our es mated 86% increase in selling/G&A spending that we factored 
into our models, we es mate final net income margin to be 12.7% in CY24e 
and believe there may be further upside in the final margin.  

Customer concentration not a major concern 

In the CY22 annual report, the company stated that two customers accounted 
for approximately 35% of total revenue, which could be cause for concern. It’s 
our understanding that they were both long standing customers where a lot of 
customer loyalty had been built up, which provides some comfort.  

With the significant growth in revenue throughout CY23 and CY24, the 
company is seeing a diversifica on of the customer base, from the addi on of 
new customers in conjunc on with growth amongst the exis ng customers. 

We are aware however, that one of the major long standing customers 
con nues to expand its business, and is s ll likely to be responsible for +15% of 
revenue in the CY24 year.  

Profit & Loss Estimates 

 

 

Earnings Forecast - CAD$m
CY22A CY23F CY24E CY25E

Revenue - $m 17.7 27.2 54.6 73.3
Revenue Growth % 48.4% 53.9% 101.1% 34.2%
Cost of Goods -10.9 -16.5 -32.9 -43.7
Gross Profit - $m 6.7 10.7 21.7 29.7
Gross Profit Margin % 38.1% 39.2% 39.8% 40.5%

Selling - incl Direct Salaries -1.7 -2.0 -3.8 -4.5
General & Admin - incl Direct Salaries -2.5 -4.0 -7.4 -8.3
FX Gain/(Loss) -0.2 -0.5 -1.5 -2.0
Adjustments 0.0 0.0 0.0 0.0
EBITDA - $m 2.3 4.1 9.1 14.9
Depreciation & Amortisation -0.4 -0.5 -0.6 -0.9
EBIT 1.9 3.6 8.5 14.0
Net Financing Expense -0.3 -0.3 -0.4 -0.2
Share Based Compensation -0.3 -0.1 -0.1 -0.1
Profit Before Tax 1.2 3.2 8.0 13.7
Income Tax Expense 0.0 0.0 0.0 -2.2
NPAT - $m 1.2 3.2 8.0 11.5
Exchange Gain/(loss) -0.5 -0.7 -1.0 -0.4
Net Income - $m 0.8 2.5 7.0 11.1
Net Income Margin % 4.5% 9.3% 12.7% 15.1%

EPS  (¢) 2.7¢ 8.0¢ 18.5¢ 29.5¢

EPS Growth % 199.0% 132.5% 59.5%
DPS  (¢) 0.0¢ 0.0¢ 0.0¢ 0.0¢

Source: Company Filings/Activ8 estimates

We believe there is opera ng 
leverage in the G&A and 
selling expenses, resul ng  
in higher final net income 
margins than the company  
is currently guiding  
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Quarterly P&L estimates for CY24 

Our forecast quarterly P&L shows a ramp up in realised revenue throughout 
the year, as the company implements the contracts it has won already (over 
CAD$46m of the targeted CAD$50m announced in the first quarter). With an 
implementa on me of between 4 and 8 weeks on most contracts, we expect 
revenue to be weighted to the second half of the year. 

Note that we have factored in the majority of the FX losses due to the 
devalua on of the Egyp an Pound in the 1QCY24, with less impact throughout 
the balance of CY24.  

 

Tax losses improves reported profit & cashflow short term 

In the CY22 annual report, NTG Clarity stated it has available income tax losses 
in the amount of CAD$15.1m to be offset against future Canadian federal and 
provincial tax bills. The losses expire between 2037 and 2040.  

Based on our forecasts, these losses may have been used in CY23 year in the 
order of CAD$2.5m, which would bring the carried forward loss balance down 
to CAD$12.6m at the end of CY23. 

We es mate these losses will be u lised en rely by the middle of CY25 based 
on our financial forecasts. The net posi ve effect of offse ng these losses 
would be CAD$3.3m over the CY24 and CY25 repor ng years, which will have a 
posi ve impact on net income (and therefore EPS) and cashflow.  

Cashflow Estimates 
Our cashflow forecasts factor in a nega ve working capital movement in each 
of CY23, CY24 and CY25, with customer payment terms likely to be an average 
of 30 to 45 days against staff/provider payments paid monthly. With the strong 
ramp up in revenue, the differen al in payment terms is causing a nega ve 
working capital movement in our es mates.  

Our forecasts include capital expenditure on intangibles (so ware and 
products) to be ramping up as the business scales, although with a majority of 
the core so ware development already in place and the fact that the 
customisa on for customers (which is o en integrated in some way into the 
products) is invoiced and paid by their customers. This may be an area where 

CY24 - Quarterly Earnings Forecast - CAD$m
1QCY24 2QCY24 3QCY24 4QCY24

Revenue - $m 10.3 12.5 14.6 17.2
Gross Profit - $m 4.1 5.0 5.8 6.9
Gross Profit Margin % 39.4% 39.6% 39.9% 40.0%

Operating Expenses -2.7 -2.9 -3.3 -3.8
EBITDA - $m 1.4 2.1 2.6 3.0

Depreciation & Amortisation -0.1 -0.2 -0.2 -0.2
Net Financing Expense -0.1 -0.1 -0.1 -0.1
Share Based Compensation 0.0 0.0 0.0 0.0
Income Tax Expense 0.0 0.0 0.0 0.0
Exchange Gain/(loss) -0.6 -0.2 -0.1 -0.1
Net Income - $m 0.5 1.6 2.2 2.6
Net Income Margin % 5.3% 12.5% 15.0% 15.4%

EPS  (¢) 1.5¢ 4.2¢ 5.8¢ 7.0¢

Source: Company Filings/Activ8 estimates
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the company can preserve cash and instead use it to pay down debt and other 
liabili es.  

We have factored in debt repayments of CAD$800k in CY24 and CAD$1.8m in 
CY25 at this stage, although the cash balance builds up quickly under our 
forecasts, which could be u lised to pay down a greater propor on of debt and 
also poten ally pay a dividend to shareholders in CY25 or CY26.  

 

Cash conversion to improve as FX impact reduces 

We have noted that cash conversion in CY23 was nega vely impacted due to 
the losses on FX from the “transla on of foreign opera ons” on the P&L, which 
came from the devalua on of the Egyp an Pound. In addi on, we expect the 
rapid ramp up in revenue coincides with a slight delay in cash collec on , which 
pushed cash conversion (based on EBITDA) down to 33.5% in our es mates. 

We expect a similar FX impact to occur in the 1QCY24 following the floa ng of 
the Egyp an Pound during the period, which saw a further sharp devalua on 
of the currency. Despite this, we es mate cash conversion to be be er in CY24, 
increasing to 71.2% and then to con nue to improve throughout the forecast 
period to 92.8% in CY25.  

 

Balance Sheet Estimates 

Debt & related entity liabilities paydown a focus for management 

The company has long term debt of CAD$6.55m, current debt of CAD$0.79m 
and related party liabili es for outstanding management dues of CAD$2.8m 
(included in current payable/liabili es on the balance sheet).  

Cashflow Forecast - CAD$m
CY22A CY23F CY24E CY25E

Net Profit After Tax 0.8 2.5 7.0 11.1
+ Depreciation 0.2 0.1 0.2 0.3
+ Amortization 0.3 0.4 0.5 0.7
+/- WC/Other Op cf 1.3 -1.6 -1.1 -0.4
Operations Cashflow 2.5 1.4 6.5 11.6
Acquisitions - Sale/(Exp) -0.1 0.0 0.0 0.0
PPE - (Capex Expense) -0.1 -0.5 -0.5 -0.6
Intangibles - Sales/(Exp) -1.3 -1.6 -2.5 -2.9
Other Investing 0.0 0.0 0.0 0.0
Investing Cashflow -1.6 -2.1 -3.0 -3.5
Loans - Drawn/(Repayment) -0.1 -0.2 -0.8 -1.8
Shares - Issues/(Buybacks) 0.0 1.1 0.0 0.0
Dividends - (Payments) 0.0 0.0 0.0 0.0
Other Financing -0.4 -0.3 0.0 0.0
Financing Cashflow -0.5 0.7 -0.8 -1.8
Free Cash Flow 0.9 -0.7 3.5 8.1
Opening Cash Balance 0.2 0.7 0.6 3.4
Net Increase/(Decrease) in Cash 0.4 -0.1 2.7 6.3
Exchange Rate Differences 0.0 0.0 0.0 0.0
Closing Cash Balance 0.7 0.6 3.4 9.7
Source: Company Filings/Activ8 estimates

Cash Conversion 
CY22A CY23F CY24E CY25E

EBITDA (before FX) 2.3 4.1 9.1 14.9
Operating Cashflow (adj for Tax) 2.5 1.4 6.5 13.8
Cash Conversion Ratio 107.0% 33.5% 71.2% 92.8%
Source: Company Filings/Activ8 estimates
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The long-term debt (previously bank held) was acquired in September 2019 by 
2729252 Ontario Inc, a company owned by the CEO and President. It a racts a 
compara vely low interest rate of approximately ~1.0% and with no formal 
repayment deadline, there is no pressure to repay the debt in the near term. 

 

Capital Structure – Tightly Held by Founders & Management 
The founders of the company and their related en es hold 44.1% of the 
ordinary shares, and a majority of the outstanding op ons. We consider this a 
good sign of commitment to the business, with plenty of “skin in the game”.  

In December 2023 the founders invested CAD$1.1m via a private placement at 
the equivalent of $0.15/share to assist with payables and for working capital. 

 

Options are expected to be exercised 

The most recent filings show there are 3.95m (post consolida on) op ons 
outstanding, with a strike price of $0.25/share which would raise CAD$987k 

Balance Sheet Forecast - CAD$m
CY22A CY23F CY24E CY25E

Cash and Equiv 0.7 0.6 3.4 9.7
Receivables 3.9 7.4 9.1 9.6
Prepayments/Tax Assets 0.0 0.0 0.0 0.0
Other CA 0.1 0.3 0.3 0.3
Total Current Assets 4.7 8.3 12.7 19.6
Property Plant and Equip 0.2 0.6 1.0 1.3
Goodwill/Intangible 3.2 4.1 6.1 8.3
Deferred Tax 0.0 0.0 0.0 0.0
Other NCA 0.0 0.0 0.0 0.0
Total Non-Current Assets 3.5 4.7 7.1 9.7
Payables 7.0 9.0 9.6 9.8
Interest Bearing Loans/Debt 1.2 0.8 0.8 0.8
Current Tax Liabilities 0.0 0.0 0.0 0.0
Other CL 0.0 0.0 0.0 0.0
Total Current Liabilities 8.3 9.9 10.4 10.6
Interest Bearing Loans/Debt 6.7 6.6 5.8 4.0
Non-Current Tax Liabilities 0.0 0.0 0.0 0.0
Other NCL 0.0 0.0 0.0 0.0
Total Non-Current Liabillities 6.7 6.6 5.8 4.0
Net Assets -6.8 -3.4 3.6 14.6
Share Capital 13.6 14.7 14.7 14.7
Reserves/FX -0.8 -1.2 -1.2 -1.2
Retained Earnings/(Losses) -19.6 -16.9 -9.9 1.1
Total Equity -6.8 -3.4 3.6 14.6
Source: Company Filings/Activ8 estimates

Major Shareholders & Capital Base Shares %
2729252 Ontario Inc (A. Zaghloul/K. Lewis) 5,620,000 15.0%
Ashraf Zaghloul 5,720,150 15.2%
Kristine Lewis 5,227,750 13.9%
All other holders 20,966,571 55.9%
Total 37,534,471 100.0%

Options - $0.25 exercise / Oct-26 3,949,200 9.5%
Options - $0.50 exercise / Apr-27 100,000 0.2%
Total - Fully diluted 41,583,671 109.7%
Source: Company filings
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upon exercise. Given these op ons are in the money already, we expect all of 
them to be exercised before they expire in October 2026.  

There are also 100,000 advisor op ons issued to en es related to Ac v8 
Capital Advisors with an exercise price of $0.50/share expiring in April 2027. 
Based on our forecast rise in the share price over the next few years, we expect 
these op ons will be exercised also, raising CAD$50k for the Company.  

Once exercised, these new ordinary shares would account for 9.7% of the fully 
diluted capital base of the company.  

1:5 share consolidation in March 2024 

The company had flagged its inten on to undertake a share consolida on for 
some me, having secured shareholder approval at the AGM held in July 2023. 

In March 2024, they executed the consolida on, which reduced the number of 
shares down to 37.5m shares (from 187.5m).  

Investors and analysts o en see share consolida ons as a nega ve, par cularly 
in a loss making startup or in companies with a history of ongoing capital 
raising.  

In the case of NTG Clarity however, we believe a share consolida on in a 
business experiencing significant revenue growth, which is genera ng profits 
and posi ve cashflow would be viewed as neutral or even a posi ve.  

It is o en the case that new investors analysing a company for the first me 
may prefer a share price above 10¢ (ie: not a “penny” stock) and may give it 
more credibility in their first glance.  

It may also be a posi ve in the eyes of some investors to have fewer shares on 
issue if NTG Clarity decides to raise capital for balance sheet repair, or for 
future acquisi ons (scrip or cash based).  

Note: Our forecasts and modelling is on a post-consolida on basis. 

Auditors 
The financial accounts of the Company have been audited by NVS Chartered 
Accountants Professional Corpora on, Ontario, Canada, who have been the 
auditors for at least the last 10 years.  
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Risks 
All investments carry some level of risk, and there is typically a direct 
rela onship between risk and return. Inves ng in micro-cap companies or 
those companies with highly variable track records of revenue or 
earnings/losses can carry higher levels of risk.  

We have highlighted a number of risks below that relate to the company and 
their poten al future prospects, however there may be other risks that we 
cannot foresee or that are not listed below that could have a major 
detrimental impact on the company’s performance or the share price.   

We have not taken into account any risks related to individual investors 
situa ons, nor the suitability of NTG Clarity as an investment for any 
individual por olio and highlight disclaimers on the back page of this report. 

Past Operational Volatility and Choppy Share Price History 
NTG Clarity has been listed for two decades and in that me has seen various 
periods of strong revenue growth, which has not always coincided with strong 
cashflow conversion and/or returns to shareholders.  

These periods of strong revenue growth have some mes been followed by a 
rapid drop in revenue in subsequent periods. Most recently, there was a 
decline from ~CAD$15.5m of revenue in both the CY14 and CY15 years (with 
net income of CAD$1.2m and CAD$0.4m respec vely), followed by a choppy 
and unprofitable 5 year period to CY20, where revenue was only CAD$7.9m 
and a loss of CAD$1.1m was reported. 

We recognise that it can be difficult to maintain strong con nuous growth in IT 
services and technology businesses over long periods of me, but we see a 
number of high level macro drivers in the Middle East which appear to be 
underpinning a more secure business out to CY30 and beyond.   

We also believe the most recent revenue growth is more substan al in terms of 
overall dollars and appears to be more broadly based across a wide range of 
customers, which may help to offset this risk. 

Finally we feel the management team have learned from the difficult periods 
they have gone through in the past, and are conscious of building a more 
resilient and diversified por olio of customers to strengthen the financial base 
of the company on the back of the current success.  

Customer Concentration Risk 
In the CY22 annual report, the company stated that two customers accounted 
for approximately 35% of total revenue.  

We have addressed this issue in the previous sec on and believe that while it is 
an issue to be considered, there is also a strong and long-standing rela onship 
with both of the major customers, which may be an offse ng factor. 

Debt and Related Entity Liabilities Risk 
As outlined previously in this report, the company has a rela vely high level of 
debt compared to its historical revenue, profits and cashflow, with long term 
debt of CAD$6.55m, current debt of CAD$0 0.79m and related party liabili es 

Investors need to gain 
confidence in NTG’s ability 
 to maintain growth and 
profitability over the  
long term 
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for outstanding management dues of CAD$2.8m (included in current liabili es 
on the balance sheet).  

With the rapid increase in revenue and cashflow, we are less concerned about 
the total debt, par cularly given the very low interest rate. We have forecast 
opera ng free cashflow of CAD$6.9m in CY24 and CAD$11.7m in CY25, so the 
company would theore cally be able to pay down all the outstanding debt and 
liabili es by the end of CY25 (depending on capex requirements). 

However, shareholders would most likely prefer to be sharing in the posi ve 
cashflow and profits, through the payment of a dividend, rather than all of the 
cash being paid out to the debt holders. There is no formal dividend policy in 
place currently, so shareholders have no guarantee they will be rewarded.  

Require Another Independent Director 
In CY20, the Company saw the resigna on of three directors following an issue 
rela ng to D&O insurance. Since then the Company has maintained four 
Directors (two execu ve Directors and two independent Directors). The 
Company should have five directors, with an addi onal independent Director 
needed to meet with the preferred governance requirements. We would like to 
see this issue rec fied as soon as it is prac cal to do so.  

FX Risk 

Egyptian Pound (E£) impact likely in 1QCY24 

On Wednesday 6th March 2024, the Egyp an government agreed to float the 
currency, as part of an US$8 billion IMF bailout agreement. By the end of the 
day, the Egyp an Pound (E£) had devalued ~65%, trading at a record high of 
E£49.15 versus the US$, a er more than a year of a stabilised official exchange 
rate of E£30.9.  It’s worth no ng that the “black market” rate had surged to 
E£70 versus the US$ early in 2024, which was adversely impac ng the locals, 
with consumer prices soaring in what is an import-dependent economy. 

By mid April the exchange rate was around E£47.5 or a change of around ~60%, 
which based on the P&L impact published by the company, is expected to 
nega vely effect the P&L by up to ~CAD$0.45m (our forecast -CAD$0.6m).  

 

We believe the bulk of the impact of this floa ng of the currency has most 
likely been felt in the 1st quarter of the year, however we have allowed for 
further nega ve currency impact of CAD$0.4m throughout the balance of 
CY24. We also note that management are a emp ng to reduce the poten ally 
nega ve flow through of the Egyp an office on revenue and earnings, by 
reducing the level of “new work” accepted in Egypt in the short term and by 
a emp ng to bill in US$ where possible.  

The posi ve impact of the lower opera ng costs for the outsourcing business 
(ie: wages in Egypt are lower in CAD$ terms) may prove to be a posi ve 
offse ng factor as revenues grow in the other regions. 

Related party liabili es of 
CAD$2.8m to be repaid to 
management  

Egyp an Pound devalua on 
following floa ng of their 
currency will impact 1QCY24 
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Saudi Riyal is pegged to US$ 

The bulk of the Middle Eastern business is in Saudi Arabia, which has a 
rela vely stable currency versus the Canadian dollar, given the Saudi Riyal is 
pegged to the US$ at a rate of US$1/SR3.75 (US$/CAD$ being rela vely stable 
over the long term).  

As such, we don’t believe the overall impact of FX on the majority of the 
revenue is significant. 

Liquidity Risk 
Micro-cap and nano-cap companies typically have far lower daily volumes of 
shares traded than larger companies. The average daily volume of shares 
traded over the last 12 months has been approximately 43,000 shares per day 
(or approximately CAD$10,000/day) and on some days no shares are traded at 
all. This can make it difficult to buy and sell shares in any kind of volume, 
making the investment more risky. In addi on, small volumes of traded shares 
can have a large impact on the share price either up or down.  

We expect the liquidity to improve as more ins tu onal and sophis cated 
investors begin to recognise the financial success the company is having, and 
the share price re-rates.  

Saudi GDP to Grow +1.5% in 2024 (Non-Oil GDP +3-4%) 
Saudi Arabia's GDP is expected to recover from a contrac on of -0.9% in 2023, 
to a posi ve real GDP growth of +1.5% in 2024. The non-oil sector could 
expand by 3% to 4%. 

We note also that fiscal policy (government spending) may not grow as much 
as expected and that the oil price has been declining. This could see the Saudi 
economy grow at a slower rate, which could impact business confidence and 
possibly reduce government digital transforma on spending, which may 
nega vely impact the NTG Clarity share price. 
Source: h ps://agsiw.org/stronger-growth-expected-in-saudi-arabia-in-2024-amid-high-
uncertainty/ 

Vision 2030 Investment Slows Down  
One of the key projects underpinning the Vision 2030 plans to transform the 
Saudi economy is the ambi ous NEOM project. 

Early in April 2024, an unconfirmed report suggested that one of NEOM’s major 
components, THE LINE (a 170km long high rise “wall” planned to house 1.5m 
residents), was running well behind schedule and that only a frac on of the 
total construc on would be completed by 2030.  

While a slow down in these major government backed projects would 
poten ally slow investment in the Saudi economy generally and could dampen 
the spending in digital transforma on, we don’t believe there is a huge risk for 
NTG Clarity directly from this unconfirmed report. 

We also note that a number of other components making up the total NEOM 
project appear to be on me, with the Sindalah luxury tourist des na on 
expected to open later in 2024.  
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Geopolitical Risk in Middle East 
NTG Clarity operates in countries around the Middle East which are considered 
by many to be more stable poli cally (Saudi Arabia, UAE, Egypt, Oman, etc), 
however the middle east has a long history of conflict.  

The recent conflict in Israel & Pales ne, and the ongoing instability around Iran 
and Saudi Arabia, may concern some investors. As recently as yesterday we 
saw direct a acks on Israel from Iran, further increasing tensions in the region. 

The concentra on of opera ons in the Middle East may limit the number of 
investors willing to buy into the NTG Clarity business, and this could impact the 
performance of the shares over the short and long term.  
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Valuation and Price Target 
Comparable Companies Analysis 
In order to determine fair market mul ples for companies similar to NTG 
Clarity, we have looked at TSX and TSXV listed micro-cap and small-cap IT 
services, telecoms and technology companies that have similar characteris cs.  

We have used these comparable companies listed below as we see NTG Clarity 
as having both tradi onal IT services and so ware product sales, plus the fact 
that NTG Clarity has recurring or renewals revenue of ~50%. 

We believe profitability is a key metric for fair comparison, as NTG Clarity is 
genera ng solid profits and free-cashflow. The Company achieves a strong 
gross margin of ~40%+ and ~10%+ final net income margins (our forecast is 
12.9% in CY24), which compares favourably to many of the profitable, or close 
to profitable companies we’ve iden fied in the table below. 

We have also iden fied companies with similar market capitalisa ons from 
$9m and $55m for the most part. In addi on, we included a few larger 
companies in the hundreds of millions market cap range, where their level of 
revenue is similar to what we es mate NTG Clarity will generate over the 
coming few years ($50m to $100m).  

The ”Curr” numbers shown represent the last reported full year numbers, or an 
es mate of what the most recent repor ng period will likely be based on 
quarterly filings (using an assump on of 4QCY23 or the TTM as a proxy). 

 

We excluded some of the outliers where we saw extremely high mul ples, or 
where nega ve mul ples arise due to losses (NTG Clarity is profitable).  

As a result, we calculate fair market mul ples in “green” for what we believe 
are fair comparable companies before any risk discount (see below) as follows:  

- P/Sales mul ple of 3.6x 
- EV/EBITDA mul ple of 25.1x 
- P/E mul ple of 29.0x  

CAD$m Revenue EBITDA NPAT P/Sales EV/EBITDA P/E
Company Name Mkt Cap Curr Curr Curr Curr Curr Curr
AirIQ Inc $12.84 $5.0 $0.7 $0.9 2.5x 17.8x 14.9x

Intouch Insight Ltd $10.21 $21.9 $0.7 $0.2 0.5x 17.4x 47.9x

Sylogist Ltd $226.92 $65.5 $5.7 $1.1 3.5x 43.0x 206.3x

NamSys Inc $25.20 $6.1 $2.3 $1.6 4.1x 11.0x 15.7x

Ackroo Inc $10.73 $6.7 $0.4 $0.5 1.6x 34.8x 21.6x

BeWhere Holdings $35.03 $11.9 $1.0 $0.7 2.9x 34.9x 46.8x

Computer Modelling $816.41 $73.8 $25.9 $19.8 11.1x 31.6x 41.2x

Quorum IT Inc $55.13 $40.7 $1.1 -$0.7 1.4x 61.3x -79.1x

Total Telecom Inc $8.59 $2.4 $0.7 $0.6 3.6x 10.4x 14.7x

Copperleaf Tech Inc $495.86 $79.6 -$39.1 -$34.9 6.2x -12.7x -14.2x

Nubeva Tech Ltd $30.31 $3.0 -$0.8 -$0.7 9.9x -38.9x -44.1x

Average - all $157.6 4.8x 4.7x 10.0x

Average - excl outliers $189.7 3.6x 25.1x 29.0x

Source: Simply Wall Street/Yahoo Finance/Activ8 analysis - 15th April 2024

Comparable company 
mul ples show the IT 
Services, Telecom and 
Technology sectors are 
trading on 3.6x P/Sales, 
25.1x EV/EBITDA                 
and 29.0x P/E 



 

Ac v8 Capital Advisors – Research  See Back Page For Important Informa on & Disclosures Page 23 of 29 

Discounting our comparable valuation multiples for risk 

We have applied discounts to the comparable valua on mul ples to factor in a 
number of the risks as outlined in the previous sec on in this report.  

In par cular, the following issues are being allocated a discount factor for each 
risk, when applied to our “mul ple” based valua ons: 

- Sales concentra on (country and customer) = 10% 
- Debt & related liabili es = 10% 
- Liquidity/Micro-cap risk = 10% 
- Geopoli cal risk = 5% 

The total discount we have applied to our valua on mul ples is 35% currently. 
However, we highlight that any significant improvement in the risk profile in 
rela on to those factors would likely lead to a reduc on of the discounts and a 
subsequent re-ra ng to our the valua ons.  

The table below shows the selected final valua on mul ples chosen for each of 
our methods, being: 

- P/Sales mul ple of 2.4x 
- EV/EBITDA mul ple of 16.3x 
- P/E mul ple of 18.8x  

 

Price/Sales Valuation – CY24E = C$3.43/share 
We have noted that amongst our list of comparable companies, those with 
strong YoY revenue growth similar to NTG and/or strong final net income 
margins around ~10% or higher, are typically trading on P/Sales mul ples in the 
~1.5x to ~3.0x range. 

NTG has a 3-year es mated CAGR over the 2021 to 2024 period of 66.2% and is 
showing strong gross and final margins (we es mate 12.7% in CY24), thus we 
believe it is fair to include a P/Sales valua on using a 2.4x mul ple to 
contribute to our blended price target. 

 

  

Multiples for Valuation Avg Disc Final
P/Sales 3.6x 35% 2.4x

EV/EBITDA 25.1x 35% 16.3x

P/E 29.0x 35% 18.8x
Source: Simply Wall Street/Yahoo Finance/Activ8 analysis

P/Sales Valuation
CY24E CY25E

Sales (CAD$m) $54.6 $73.3
P/Sales multiple 2.4x 2.4x
PE Valuation $128.8 $172.9
P/E Valuation (CAD$/share) $3.43 $4.61
Current Share Price $0.41 $0.41
Premium/(Discount) 736.9% 1023.3%
Source: Activ8 estimates

We have applied a discount 
of 35% to our fair market 
mul ple assump ons to 
account for sales 
concentra on, debt & related 
liabili es, geopoli cal and 
liquidity risks 
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EV/EBITDA Valuation – CY24E = C$3.79/share 
We have included an EV/EBITDA valua on as part of our blended price target 
calcula ons, given the rela vely high level of debt compared to the current 
market capitalisa on and because we believe investors should be focused on 
cash flow generated by NTG Clarity near term (EBITDA being a proxy for 
cashflow for the purposes of this valua on method).  

 

P/E Multiple Valuation CY24E = C$3.49/share 
We’ve also included a P/E valua on to add to our blended price target, based 
on an 18.8x P/E mul ple, which we believe can be jus fied based on the 
current revenue growth, solid gross margins and our es mate that CY24 net 
income margin will be 12.7%, resul ng in EPS growth of 132.5% over CY23.  

 

DCF Valuation = C$3.60/share 
As the rapidly increasing forecast revenue results are reported over the next 
few years, investors should focus on cashflow from opera ons and free 
cashflow (a er debt repayments), for the benefit of all shareholders.  

If successful, the company should be in a posi on to pay down all the debt and 
start paying dividends to shareholders within the next 24 to 36 months.  

We’ve included a DCF valua on to take into account the es mated free 
cashflow that should be derived over the next 10 years (with a terminal value 
for the future cashflows).  

To provide a basis for our DCF we modelled the company on a quarterly basis 
for 10 years (to 2034), making various assump ons around sales growth, 
margins, cost of doing business ra os, tax payments (once the tax losses are 
u lised), capex and changes in working capital. The cashflow modelling 
summary is shown in the table below.  

EV/EBITDA Valuation
CY24E CY25E

EBITDA (CAD$m) $9.1 $14.9
EV/EBITDA multiple 16.3x 16.3x
EV $148.4 $243.0
Net Debt/(Cash) -$6.0 $4.9
Equity Valuation $142.4 $247.9
EV/EBITDA Valuation (CAD$/share) $3.79 $6.61
Current Share Price $0.41 $0.41
Premium/(Discount) 825.4% 1511.1%
Source: Activ8 estimates

P/E Valuation
CY24E CY25E

EPS - underlying (¢) 18.5¢ 29.5¢

PE multiple 18.8x 18.8x
PE Valuation $130.9 $208.8
P/E Valuation (CAD$/share) $3.49 $5.56
Current Share Price $0.41 $0.41
Premium/(Discount) 750.7% 1256.6%
Source: Activ8 estimates
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We derived a WACC based discount rate, using a cost of equity assump on 
using the Canadian market equity risk premium of 5.64%, the Canadian 
government 10-year bond rate of 3.62% for a cost of equity of 9.1% and the 
NTG Clarity 5 year Beta of 0.95.  

In order to adjust for the variety of risks we highlighted in the previous sec on, 
and specifically for the micro-cap status of the company, we have applied an 
addi onal risk premium of 5% to arrive at our discount rate of 11.6%.  

Next, we assumed a terminal growth rate of 1.2% for the years beyond 2034 
and calculated a discounted terminal value to add to the discounted value of 
the FCF from the 10 year model.  

The resul ng valua on of the equity (adjusted for net debt) was CAD$149.5m 
which equates to $3.60/share (on a fully diluted basis – we assume all op ons 
will be exercised).  

 

  

DCF Valuation
Current NPV

Discount Rate / WACC 11.6%
Terminal growth assumed 1.2%
Valuation (CAD$m) $149.5
DCF Valuation (CAD$/share) $3.60
Current Share Price $0.41
Upside/(Downside) 777.0%

WACC
Kd - Canadaian 10 yr bond 3.6%
Ke - CAPM (equity risk + risk free) 9.1%
Beta - adjusted (5yr 0.95) 0.95
Micro-cap risk premium adjustment 5.0%
WACC - adjusted for valuation 11.6%
Source: Activ8 estimates

 

DCF : Free Cashflow Analysis CAD$m
CY23F CY24E CY25E CY26E CY27E CY28E CY29E CY30E CY31E CY32E CY33E CY34E Terminal

Fully Taxed Net Income 2.5 7.0 11.1 12.9 16.6 19.9 21.7 23.0 23.8 24.3 24.7 25.2
(After-Tax Int Exp) -0.3 -0.4 -0.3 -0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Unlevered Net Income 2.8 7.4 11.4 13.1 16.7 20.0 21.7 23.0 23.9 24.3 24.8 25.3

Add: D&A 0.5 0.6 0.9 1.2 1.5 1.8 2.1 2.3 2.6 2.8 3.0 3.2
Less: (CapEx) -2.1 -3.0 -3.5 -3.8 -4.1 -4.3 -4.3 -4.5 -4.6 -4.7 -4.8 -4.9
Add: Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Less: (Change in W/C) -1.6 -1.1 -0.4 -0.3 -0.2 0.0 0.2 0.3 0.5 0.5 0.4 -0.2
Unlevered FCF -0.4 3.9 8.4 10.3 13.8 17.5 19.7 21.2 22.3 22.9 23.4 23.4 23.4
Years 0 0 1 2 3 4 5 6 7 8 9 10 11
Disc'd unlevered FCF -0.4 3.9 7.5 8.3 9.9 11.3 11.4 11.0 10.3 9.5 8.7 7.8
Growth rate FCF n/a 114% 22% 34% 27% 13% 7% 5% 3% 3% 0%
Source: Company Filings/Activ8 estimates
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Price Target (blended) = C$3.58/share  
Based on a blended average of our DCF valua on and the three CY24E mul ple 
based valua ons outlined above, our price target for NTG Clarity Ordinary 
Shares listed in the TSXV exchange is CAD$3.58/share, which represents a 
poten al upside of +772% from the current share price. 

We believe the catalysts for a re-ra ng of the share price over the next 12 
months could include the following: 

- Further announcements of new POs from customers  
- Repor ng the pay down of debt from posi ve cashflow to show 

managements clear inten on to repair the balance sheet 
- Increased interest from ins tu onal investors as credibility builds 
- Management giving shareholders a clear message of their inten on to pay 

dividends from future profits in the medium term (2026 and beyond) 
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Valuation – Comparable Company Metrics 
 

 

 

 

CAD$m Net Debt CAD$m Revenue Rev Gr % EBITDA NPAT NI Margin P/Sales EV/EBITDA P/E
Company Name Code.Exch Price Shrs (m) Mkt Cap /(Cash) EV Y/E Curr Curr Curr Curr Curr Curr Curr Curr
AirIQ Inc IQ.CVE $0.44 29.5 $12.84 $0.00 $12.8 June $5.0 16% $0.7 $0.9 17.1% 2.5x 17.8x 14.9x
Intouch Insight Ltd INX.CVE $0.40 25.5 $10.21 $2.10 $12.3 Dec $21.9 -7% $0.7 $0.2 1.0% 0.5x 17.4x 47.9x

Sylogist Ltd SYZ.TSX $9.67 23.5 $226.92 $17.21 $244.1 Dec $65.5 69% $5.7 $1.1 1.7% 3.5x 43.0x 206.3x

NamSys Inc CTZ.CVE $0.93 27.1 $25.20 $0.00 $25.2 Oct $6.1 13% $2.3 $1.6 26.4% 4.1x 11.0x 15.7x

Ackroo Inc AKR.CVE $0.09 119.2 $10.73 $2.99 $13.7 Dec $6.7 6% $0.4 $0.5 7.5% 1.6x 34.8x 21.6x

BeWhere Holdings BEW.CVE $0.40 87.6 $35.03 $0.38 $35.4 Dec $11.9 19% $1.0 $0.7 6.3% 2.9x 34.9x 46.8x

Computer Modelling CMG.TSX $10.05 81.2 $816.41 $0.00 $816.4 Mar $73.8 12% $25.9 $19.8 26.8% 11.1x 31.6x 41.2x

LifeSpeak Inc LSPK.TSX $0.57 59.1 $33.71 $85.50 $119.2 Dec $52.4 11% -$9.8 -$26.3 -50.2% 0.6x -12.2x -1.3x

NowVertical Group Inc NOW.CVE $0.26 77.8 $20.23 $1.42 $21.6 Dec $45.9 70% -$4.6 -$8.6 -18.8% 0.4x -4.7x -2.4x

Adcore Inc ADCO.TSX $0.23 60.3 $13.87 $0.00 $13.9 Dec $23.1 18% -$0.4 -$0.9 -4.1% 0.6x -33.4x -14.7x

Quorum IT Inc QIS.CVE $0.75 73.5 $55.13 $12.30 $67.4 Dec $40.7 5% $1.1 -$0.7 -1.7% 1.4x 61.3x -79.1x

Total Telecom Inc TTZ.CVE $0.33 26.4 $8.59 -$1.20 $7.4 June $2.4 45% $0.7 $0.6 24.3% 3.6x 10.4x 14.7x

Thinkific Labs Inc THNC.TSX $3.88 162.2 $629.16 $0.00 $629.2 Dec $59.1 15% -$10.6 -$9.8 -16.5% 10.6x -59.4x -64.3x

Copperleaf Tech Inc CPLF.TSX $6.70 74.0 $495.86 $0.00 $495.9 Dec $79.6 8% -$39.1 -$34.9 -43.9% 6.2x -12.7x -14.2x

OneSoft Solutions Inc OSS.CVE $0.80 122.3 $97.84 $0.00 $97.8 Dec $5.9 -14% -$3.8 -$3.4 -57.7% 16.6x -25.8x -28.7x

Nubeva Tech Ltd NBVA.CVE $0.44 68.9 $30.31 $0.03 $30.3 Apr $3.0 47% -$0.8 -$0.7 -22.5% 9.9x -38.9x -44.1x

Average - all $157.6 $165.2 4.8x 4.7x 10.0x

Average - excl outliers $189.7 $192.5 3.6x 25.1x 29.0x

Source: Simply Wall Street/Yahoo Finance/Activ8 analysis - 15th April 2024
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Summary Financial Estimates 
 

 

 

Price 0.41C$    
NTG Clarity Networks 15.4C$    Year end 31 December

Profit & Loss (C$m) CY22A CY23F CY24E CY25E CY26E Valuation ratios CY22A CY23F CY24E CY25E CY26E

Revenue 17.7 27.2 54.6 73.3 85.3 EPS  (cps) 2.7¢ 8.0¢ 18.5¢ 29.5¢ 33.6¢

COGS -10.9 -16.5 -32.9 -43.7 -50.4 PE Ratio (x) 15.4x 5.1x 2.2x 1.4x 1.2x
Gross Margin 6.7 10.7 21.7 29.7 34.9 Enterprise Value ($m) $38.0 $67.7 $148.4 $243.0 $314.9

Selling Expenses -1.7 -2.0 -3.8 -4.5 -4.9 EV / EBITDA (x) 8.3x 6.0x 2.4x 0.7x 0.1x

G&A Expenses -2.5 -4.0 -7.4 -8.3 -8.3 DPS (cps) 0.0¢ 0.0¢ 0.0¢ 0.0¢ 0.0¢

Other Exps -0.2 -0.5 -1.5 -2.0 -2.3 Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%
EBITDA 2.3 4.1 9.1 14.9 19.3

Dep & Amort. -0.4 -0.5 -0.6 -0.9 -1.2 Profitability ratios CY22A CY23F CY24E CY25E CY26E

EBIT 1.9 3.6 8.5 14.0 18.1 Gross Margin % 38.1% 39.2% 39.8% 40.5% 41.0%

Net Interest Expense -0.3 -0.3 -0.4 -0.2 0.1 EBITDA Margin  (%) 13.2% 15.3% 16.7% 20.3% 22.6%

Share Compensation -0.3 -0.1 -0.1 -0.1 -0.1 Net Income Margin   (%) 4.5% 9.3% 12.7% 15.1% 15.2%

NPBT 1.2 3.2 8.0 13.7 18.0 ROE (%) n/a n/a 223.6% 78.4% 46.7%

Tax expense 0.0 0.0 0.0 -2.2 -4.7 ROA (%) 15.3% 24.9% 40.2% 39.2% 33.9%

FX & other expense -0.5 -0.7 -1.0 -0.4 -0.4 ROIC (%) 5.8% 13.0% 33.0% 58.8% 80.8%

Net Income after FX 0.8 2.5 7.0 11.1 12.9

Balance Sheet ratios CY22A CY23F CY24E CY25E CY26E

Cash Flow (C$m) CY22A CY23F CY24E CY25E CY26E Net Debt (cash) $7.2 $9.5 $6.0 -$4.9 -$16.0

NPAT 0.8 2.5 7.0 11.1 12.9 Net Gearing (%) ND/ND+E 1720.1% 155.3% 62.8% -50.0% -126.6%

+ Depreciation 0.2 0.1 0.2 0.3 0.3 Interest Cover  (x) 6.0 11.1 21.1 50.5 118.0

+ Amortization 0.3 0.4 0.5 0.7 0.9 NTA per share ($) -$0.34 -$0.20 -$0.07 $0.17 $0.43

- Change in Working Capital/other 1.3 -1.6 -1.1 -0.4 -0.3 Price / NTA (x) -121.5 -205.5 -607.2 244.5 94.9

Operating Cashflow 2.5 1.4 6.5 11.6 13.9

 - Capex -1.4 -2.1 -3.0 -3.5 -3.8 Growth ratios CY22A CY23F CY24E CY25E CY26E

 - Acquisitions -0.1 0.0 0.0 0.0 0.0 Sales revenue (C$m) 48.4% 53.9% 101.1% 34.2% 16.3%

- Other Investing. 0.0 0.0 0.0 0.0 0.0 EBITDA ($m) 78.1% 119.2% 63.8% 29.6%

Investing Cashflow -1.6 -2.1 -3.0 -3.5 -3.8 EBIT ($m) 92.2% 132.6% 65.0% 29.4%

Free Cashflow 0.9 -0.7 3.5 8.1 10.1 Net Income after FX ($m) 219.1% 176.2% 59.5% 16.6%

Loans - Drawn/(Repayment) -0.1 -0.2 -0.8 -1.8 -4.0 EPS (cps) 199.0% 132.5% 59.5% 13.7%

Shares - Issues/(Buybacks) 0.0 1.1 0.0 0.0 1.0 DPS (cps) 0.0% 0.0% 0.0% 0.0%

Dividends - (Payments) 0.0 0.0 0.0 0.0 0.0

Other Financing -0.4 -0.3 0.0 0.0 0.0 Interim Analysis - most recent Quarterly Filings 1QCY23 2QCY23 3QCY23

Financing Cashflow -0.5 0.7 -0.8 -1.8 -3.0 Revenue 6.1 6.4 7.0

Net Cashflow 0.4 -0.1 2.7 6.3 7.0 COGS -3.9 -3.9 -3.9

Cash at beginning of period 0.2 0.7 0.6 3.4 9.7 Gross Margin 2.3 2.4 3.1

Cash at end of period 0.7 0.6 3.4 9.7 16.7 Gross Margin % 36.8% 38.1% 44.0%

Operating Expenses -1.0 -1.3 -2.2

Balance Sheet (C$m) CY22A CY23F CY24E CY25E CY26E EBITDA 1.2 1.2 0.9

Cash 0.7 0.6 3.4 9.7 16.7 D&A, Interest, FX & Other -0.6 -0.5 -0.4

Recievables/Debtors 3.9 7.4 9.1 9.6 10.1 Net Income after FX 0.6 0.7 0.5

Curr Tax Assets 0.0 0.0 0.0 0.0 0.0 Net Income Margin % 10.4% 11.0% 7.3%

PP&E 0.2 0.6 1.0 1.3 1.6 EPS  (cps) 2.2¢ 2.4¢ 1.7¢

Intangibles/Goodwill 3.2 4.1 6.1 8.3 10.6 DPS (cps) 0.0¢ 0.0¢ 0.0¢

NC Tax Assets 0.0 0.0 0.0 0.0 0.0

Other assets 0.1 0.3 0.3 0.3 0.3 Valuations CY24E CY25E

Total Assets 8.2 13.0 19.8 29.3 39.3 PE Multiple (x)

Borrowings 7.9 7.4 6.6 4.8 0.8 EPS (c) - cash 18.5¢ 29.5¢

Payables/Creditors 7.0 9.0 9.6 9.8 9.9 PE Multiple (x) 18.8x 18.8x

Other Liabilities 0.0 0.0 0.0 0.0 0.0 Valuation Estimate 130.9 208.8

Total Liabilities 14.9 16.4 16.2 14.6 10.7 Per Share $3.49 $5.56

NET ASSETS -6.8 -3.4 3.6 14.6 28.6

Price to Sales multiple (x)

Board of Directors / Substantial Shareholders Sales/Revenue ($m) $54.6 $73.3

Substantial Shareholders % P/S multiple (x) 2.4x 2.4x

2729252 Ontario Inc 5.6 15.0% Valuation Estimate 128.8 172.9

Ashraf Zaghloul 5.7 15.2% Per Share $3.43 $4.61

Kristine Lewis 5.2 13.9%

Other shareholders 21.0 55.9% Discounted Cash Flow

Total  Shares (undiluted) 37.5 100.0% Cost of equity 9.1% Terminal Growth Rate 1.2%

Cost of debt 3.6% Valuation - fully dil. $149.5

Options on Issue % f.dil. WACC 11.6% Per Share - fully dil. $3.60

$0.25 exercise / Oct-26 expiry 4.0 9.5%

Source: Company filings / Activ8 estimates

Market Cap

Options (m)

Shareholding (m)
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Disclaimers 
Activ8 Capital Advisors Pty Ltd (ACN 618 559 989) is a Corporate Authorised Representative (Activ8 Capital Advisors Number 001289507) of Boutique Capital Pty Ltd 
(BCPL) (ACN 621 697 621) AFSL No.508011.   

Activ8 Capital Advisors has taken all reasonable care in producing all the information contained in this report including but not limited to financial estimates, valuation 
analysis, reports, tables, maps, diagrams and photographs. However, Activ8 Capital Advisors will not be responsible for loss or damage arising from the use of this 
information. The contents of this report should not be used as a substitute for detailed investigations or analysis on any issues or questions the reader wishes to have 
answered.  

This research report is issued and distributed by Activ8 Capital Advisors Pty Ltd and is subject to the laws and regulations of Australia. Any disputes arising from or 
related to this report shall be governed by and construed in accordance with the laws of Australia. By accessing or using this report, you agree to submit to the exclusive 
jurisdiction of the courts of Australia for the resolution of any disputes. This research is distributed by Activ8 Capital to wholesale clients within the meaning of the 
Corporations Act 2001 (Cth)  

You may download the information for your own personal use, but you may not reproduce or modify it without our express permission. To the extent to which this report 
contains advice it is general advice only and has been prepared by the Company for individuals identified as wholesale investors for the purposes of providing a financial 
product or financial service, under Section 761G or Section 761GA of the Corporations Act 2001 (Cth). 

The information in this report is not intended to be relied upon as personal advice to individual investors or potential individual investors and has been prepared without 
taking into account personal investment objectives, financial circumstances or particular needs of any investor or potential investor. Recipients of this information are 
advised to consult their own professional advisers about legal, tax, financial or other matters relevant to the suitability of this information. 

Any investment(s) summarised in this report is subject to known and unknown risks, some of which are beyond the control of Activ8 Capital Advisors and their directors, 
employees, advisers or agents. Activ8 Capital Advisors does not guarantee any particular rate of return or the performance, nor does Activ8 Capital Advisors and its 
directors personally guarantee the repayment of capital or any particular tax treatment. Past performance is not indicative of future performance. 

All investments carry some level of risk, and there is typically a direct relationship between risk and return. We describe what steps we take to mitigate risk (where 
possible) in the investment documentation, which should be read in its entirety prior to investing. It is important to note risks cannot be mitigated completely. 

Whilst the contents of this report is based on information from sources which Activ8 Capital Advisors considers reliable, including statutory or regulatory filings, its 
accuracy and completeness cannot be guaranteed. Data is not necessarily audited or independently verified. Any opinions reflect Activ8 Capital Advisors’ judgment at this 
date and are subject to change. Subject to any terms implied by law and which cannot be excluded, Activ8 Capital Advisors shall not be liable for any errors, omissions, 
defects or misrepresentations in the information (including by reasons of negligence, negligent misstatement or otherwise) or for any loss or damage (whether direct or 
indirect) suffered by persons who use or rely on the information. If any law prohibits the exclusion of such liability, Activ8 Capital Advisors limits its liability to the re-supply 
of the Information, provided that such limitation is permitted by law and is fair and reasonable. 

Activ8 Capital Advisors has no obligation to provide revised assessments in the event of changed circumstances. To the extent permitted by law, BCPL, Activ8 Capital 
Advisors and their directors and employees do not accept any liability for the results of any actions taken or not taken on the basis of information in this website, or for 
any negligent misstatements, errors or omissions. 

Ra ngs Methodology 
Activ8 Capital Advisors uses a ratings methodology as set out below: 

BUY = price target more than 30% above current price 

HOLD = price target within +/- 30% up or down from current price  

SELL = price target 30% below current price 

Disclosures 
Chris Northwood is a Director and authorised representative of Activ8 Capital Advisors. He certifies that any opinions, recommendations or advice given by him or any 
other employees or authorised representative of Activ8 Capital Advisors reflects their honest view of the company at the date of publishing. Directors and authorised 
representatives of Activ8 Capital Advisors may own securities in companies they recommend, which will be declared if they ever give advice. Authorised representatives 
may receive a share of any brokerage, origination fees or other compensation earned by Activ8 Capital Advisors in relation to companies they recommend, so they rely 
on their skills at selecting good investment opportunities for investors with suitable risk appetite for higher risk investment strategies. Activ8 Capital Advisors, its directors 
and associates and employees receive fees and share options from companies to which Activ8 Capital Advisors is mandated to provide corporate advisory services.  

Activ8 Capital Advisors or its associated entities, holds ordinary shares in NTG Clarity Networks in its portfolio.  Activ8 Capital Advisors or its associated entities hold 
100,000 options in NTG Clarity Networks with an exercise price of $0.50, expiring in April 2027, issued by NTG Clarity Networks in return for providing advisory services. 
Upon publishing this report, Activ8 is not mandated under any agreement to provide advisory services to NTG Clarity Networks. 

Copyright  
This report and all works comprised in it are copyright at the date of publishing and no part of it may in any form or by any means (including without limitation, electronic, 
mechanical, microcopying, photocopying, recording, scanning or otherwise) be modified, reproduced, stored in a retrieval system, published, broadcast, distributed or 
transmitted without prior written permission of Activ8 Capital Advisors. All rights are reserved and no express or implied licence to use any part of these works is granted 
to any person without the express prior written consent of Activ8 Capital Advisors. Any implied licence to use any part of these works is expressly negatived. 


