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Growth Through Innovation  
ATM’s business model builds upon several components: Data 
Communications, the primary source of revenues and profits, as well 
as Innovation - solutions that the company plans to nurture through 
start-ups or sell for profit. An investment in ATM offers exposure to 
two particularly interesting innovation projects: “mPay” (mobile 
payment system), and “Cineman” (programming content distribution), 
that promise to achieve market caps equal to what ATM’s is today. We 
estimate the value of ATM’s Data Communications business at       
PLN 125 per share. This value will increase by PLN 37/share once the 
company starts regular marketing of network products and platforms, 
most probably still this year (net profit from core business is 
forecasted at PLN 33m). As for the start-ups, we value them at PLN 107 
per share (mPay=PLN 51, Cineman=PLN 10, ATM Mobile=PLN 46), with 
the assumption that they will all succeed in matching up to our 
expectations. In our view, the potential lying in ATM’s stock is valued 
relatively cheap considering the expected returns.  

Integrated operator with strong track record 
Data communications infrastructure systems comprise mainly transmission 
network services (infrastructure audits, assessments of current and future 
transmission needs, network performance and capacity planning, and de-
sign and deployment of corporate and operator networks). ATM’s telecom-
munications services include installing and maintaining broadband connec-
tions for ISPs and ASPs and business customers. The company provides 
high-speed data transmission services throughout Poland.  
 
Project incubator 
ATM employed the USSD technology to develop the innovative mobile pay-
ment system “mPay” as a potential future alternative to card payments. The 
company is currently testing the system together with Polkomtel (the two 
partners are about to finalize their partnership talks), and has already ob-
tained an “Acquirer” status from the National Bank of Poland. Once the sys-
tem is deployed on a commercial scale and garners 3-4 million users, ATM 
will generate millions in additional profits a year. We know from the com-
pany’s Management that mPay has sparked tremendous interest abroad, 
and will be developed via ATM Mobile. Cineman, ATM’s joint venture with 
Monolith Films, has already inked a deal with Poland’s national telecom 
operator TPSA, and is testing the system on a local cable network. Once 
TPSA deals with technical issues and is able to step up the sales of its 
live.box triple-play solution, ATM’s revenues are bound to receive a big 
boost.  

Shareholder Structure 

Sector Outlook 
The value of the Polish IT market amounted to PLN 
17.8bn in 2005  (+14% y/y). Forecasts for the coming 
years foresee a continued double-digit growth. In Po-
land, the average number of households with Internet 
access is three times lower than the EU average, 
showing the immense growth potential of ATM’s mar-
kets.  
Company Profile 
ATM operates on the cusp of two sectors: information 
technology and telecommunications. It is a data com-
munications systems integrator, telecommunications 
operator, and software developer all rolled into one. 
ATM is also a leader in innovation, and its achieve-
ments to date include a mobile payment system and a 
digital content distribution platform.  

BRE Bank Securities does not rule out offering brokerage services to an issuer of securities being the subject of a recommendation. Information concerning a conflict of interest arising in 
connection with issuing a recommendation (should such a conflict exist) is located on the final page of this report. 

 

Tadeusz Czichon 26.25% 
Szwed Roman 13.72% 
OFE Polsat 7.70% 
Puteczny Piotr 6.31% 

  
Others                                                                 46.02% 

BRE Bank Securities 

(PLN m) 2005 2006 2007F 2008F 2009F 
Revenue 119.6 145.7 257.7 293.1 351.5 
EBITDA 22.4 38.3 56.9 66.5 73.5 
   EBITDA margin 18.7% 26.3% 22.1% 22.7% 20.9% 
EBIT 16.9 31.8 43.0 47.7 54.6 
Net profit 13.6 26.7 33.1 37.1 42.5 
Cash earnings 19.1 33.2 47.0 56.0 61.4 
P/E 35.8 18.3 20.5 18.3 16.0 
P/CE 25.5 14.7 14.4 12.1 11.1 
P/BV 6.7 5.2 2.4 2.2 2.0 
EV/EBITDA 22.3 12.7 10.9 9.7 8.5 

Important Dates 
10.08 - FQ2 2007 report  
27.09 - FH1 2007 report 
12.11 - FQ3 2007 report 
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Valuation 
 

Methodology  
   
We adopted the following approach to calculating the value of the ATM group of companies: 
 

1. In the first stage, we assessed the value of the core business, sales of data 
communications services, using the DCF method and relative valuation. We made 
separate DCF estimations for the part of ATM’s business consisting in development 
and sales of data communications assets. 

2. In the second stage, we assessed the potential of ATM’s most advanced subsidiaries, 
mPay S.A. (mobile payment services in Poland), Cineman Sp. z o.o. (digital 
distribution of video content), and ATM Mobile Sp. z o.o. (mobile payments outside of 
Poland). 

3. In the third stage, we gauged the potential and expected synergies achievable on the 
acquisition of Linx Telecommunications BV.  

 
Valuation summary: ATM S.A. and its ‘start-up’ subsidiaries 
We wish to stress that the success of ATM’s start-up subsidiaries constitutes future added 
value in that it will boost the per-share value of the parent. The table below provides a 
summary of our DCF valuation of ATM S.A.’s core business excluding the start-ups (mPay 
S.A., Cineman Sp. zo.o., and ATM Mobile Sp. z o.o.) which we considered separately as 
“Innovation”. Please note that our estimates for the start-ups carry a possible margin of error. 
For the sake of prudence, when assessing the influence of ATM Mobile’s growth on ATM, we 
applied 50% of its DCF-derived value estimate as the potential added value for ATM.  
  
We made separate forecasts for ATM’s business consisting in development and sales of non-
operating assets. Such assets have not been offered for sale until recently (the company 
entered into sale and lease-back transactions in 2005 and 2006), but the management 
promise that such sales, launched just this year, will continue on a recurring basis. Again, we 
used the DCF method to estimate the value of this part of ATM’s business, based on the 
management’s projections and our estimations of the pre-tax profit achievable on non-
operating asset sales in FY2007. 
 

Valuation summary 

     Value (PLN m) ATM’s stake value for ATM 
(PLN m) 

per share of ATM 
(PLN)

               
Core Business          
Data Communications       561.46 100% 561.46 124.77
Non-Operating Asset Sales 167,6 100% 167,60 37.24
               
Innovation          

mPay S.A.          381.6 60% 228.96 50,88
Cineman Sp. z o.o.       89.8 51% 45.81 10.18
ATM Mobile Sp. z o.o. */**       341.4 60% 204.85 45.52

Source: BRE Bank Securities 
* ATM Mobile excl. mPay sales in Poland 
** DCF-derived value estimate for ATM Mobile reduced by a 50% discount to reflect risk 
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DCF model assumptions (ATM “core”) 
 

1. The DCF calculations are based on our forecasts of ATM’s core-business earnings in 
the years 2007-2016. 

2. The forecasts include earnings projections for the subsidiaries “KLK Technologie 
Informatyczne Sp. z o.o.” and “Sputnik Software S.A.” 

3. The forecasts do not include sales of ATM’s data communications assets for which 
we made separate estimations.  

4. When assessing the value of the Data Communications business, we factored in 
expected innovation expenses. In this part of our valuation, we conservatively 
excluded ATM's Innovation earnings which we tackled separately. Note that the 
success of the start-ups is an option for ATM’s future value growth. 

5. We did not take into account ATM’s plans to increase shareholdings in Linx 
Telecommunications BV. We assume that the value of these shares is equal to the 
price paid by ATM (and that the SPO gains earmarked for the acquisition are equal to 
the value of the Linx Telecommunications BV shares). 

6. We take the risk-free rate to be 5.6% in the forecast horizon (based on 10Y Treasury 
bonds) and 5.6% thereafter.  

7. We estimate that FCF after 2016 will grow at a rate of 4.0%. 
8. We expect that, like in the previous years, ATM will share profits with its shareholders 

in the future, at an assumed payout ratio of 50% of the consolidated net profit from 
Data Communications.  

9. We estimate that ATM will raise a net PLN 178.2m through the SPO (1 204 358 new 
shares offered for PLN 150 apiece minus PLN 2.5m in SPO costs). 

 
‘Start-ups’ carry enormous potential  
Most of ATM’s subsidiaries are at the early stages of development, and their value is not 
readily quantifiable. mPay, the most mature of the them all, is developing a mobile payment 
system for Poland based on a globally innovative solution (patent applications have been filed 
in 57 countries, 11 patents have already been granted). Because mobile payments are still an 
uncharted territory, mPay has no peers to compare it with, prompting us to use its own 
earnings forecasts to assess the future growth potential. For the same reasons, we applied the 
same approach to estimating the value of ATM’s other subsidiary, Cineman. We considered 
both the ‘start-ups’ separately from the parent as operations whose future is still uncertain, but 
which, if successful, guarantee a big value boost on ATM in the future.  
 
Linx Telecommunications BV acquisition 
One of the objectives of ATM’s secondary share offering is to raise capital to finance the 
acquisition of a minority stake in Linx Telecommunications BV (“Linx”), a Dutch 
telecommunications operator. Pursuant to an investment agreement dated May 11th, 2007, 
ATM S.A. will take over a 22% interest in Linx’s increased equity for EUR 16.5 million. Linx’s 
business profile is similar to ATM’s (telecommunications, hosting, data security services). Its 
geographic reach spans the Baltic countries: Estonia, Latvia, and Lithuania, Russia, and the 
Ukraine, with plans to expand into Georgia and Kazakhstan. 
 
The benefits of this acquisition as identified by ATM’s management will include expansion into 
new foreign markets. ATM will be able to offer its services to Linx’s customers without having 
to create its own infrastructure. According to the management, this deal will reinforce ATM’s 
position as provider of wholesale data transmissions in that part of Europe, and will enable it to 
develop a new-generation telecommunications operator of international importance.  
 
For the purposes of our valuation of ATM S.A., we assumed that the value of the shares of 
LINX Telecommunications BV is equal to their purchase price. We did not factor in Linx’s 
future earnings or the synergies potentially achievable from the takeover in our earnings 
estimates for ATM S.A.  
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DCF valuation of ATM (excluding new projects, Linx Telecommunications BV earnings, and sales of 
non-operating data communications assets) 
(PLN m) 2007F 2008F 2009F 2010F 2011F 2012F 2013F 2014F 2015F 2016F 2016+
Sales revenues 257.7 293.1 351.5 391.9 430.4 465.5 495.1 521.2 543.9 564.0
   change  13.7% 19.9% 11.5% 9.8% 8.1% 6.4% 5.3% 4.4% 3.7%
EBITDA 36.9 46.4 53.3 57.5 61.6 65.4 68.7 71.4 73.7 75.6
   EBITDA margin 14.3% 15.8% 15.2% 14.7% 14.3% 14.0% 13.9% 13.7% 13.5% 13.4%
Amortization and depreciation 13.9 18.8 18.8 18.9 19.0 19.1 19.3 19.4 19.4 19.4
EBIT 23.0 27.7 34.6 38.6 42.6 46.2 49.4 52.0 54.2 56.2
   EBIT margin 8.9% 9.4% 9.8% 9.9% 9.9% 9.9% 10.0% 10.0% 10.0% 10.0%
Tax rate on EBIT 4.4 5.3 6.6 7.3 8.1 8.8 9.4 9.9 10.3 10.7
NOPLAT 18.7 22.4 28.0 31.3 34.5 37.4 40.0 42.1 43.9 45.5
      
CAPEX -82.1 -63.9 -24.0 -25.4 -23.2 -23.5 -21.3 -20.8 -20.2 -19.4
Working capital -5.5 -8.7 -14.2 -10.0 -9.6 -8.8 -7.5 -6.4 -5.5 -4.9
      

      
FCF -55.1 -31.5 8.6 14.8 20.7 24.3 30.5 34.2 37.6 40.6 42.2
   WACC 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6%
   discount factor  0.94 0.85 0.77 0.70 0.63 0.57 0.52 0.47 0.42 0.38 0.34

PV FCF -52.0 -26.9 6.6 10.3 13.0 13.9 15.7 16.0 15.9 15.5 14.6

      
WACC 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6%
Cost of debt 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6%
Risk-free rate 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6%
Risk premium 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
Effective tax rate 19% 19% 19% 19% 19% 19% 19% 19% 19% 19% 19%
      
Cost of equity 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6%
Risk premium 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%

Beta 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0

      
FCF growth after the forecast 
horizon 4.0%  Sensitivity analysis   

Terminal value 972.6    Secular FCF growth   
Discounted terminal value (PV 
TV) 335.4    2.00% 3.00% 4.00% 5.00% 6.00%   
Discounted FCF in the 
forecast horizon 28.0  WACC - 1.0ppt 106.5 120.2 141.6 179.5 264.7  
Equity value (EV) 363.3  WACC - 0.5ppt 101.5 113.0 130.0 158.0 212.7  
Net debt -2.7  WACC 97.4 107.0 120.9 142.5 180.8   
Net gains from SPO 178.2  WACC + 0.5ppt 93.8 102.1 113.6 130.8 159.1  

   WACC + 1.0ppt 90.7 97.9 107.6 121.6 143.4  

Equity value (EV) 544.2       
Number of shares (millions) 4.5       
Equity value per share (PLN) 120.9       
Cost of equity (9M) 7.8%       

Target Price 130.4                

            
EV/EBITDA('07) for the target 
price 15.8       
P/E('07) for the target price 30.6       

TV to EV 92%                
Source: BRE Bank Securities  
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Relative Valuation of ATM S.A. 
 
IT Business  

  P/E EV/EBITDA     P/E EV/EBITDA 
  2007 2008 2007 2008     2007 2008 2007 2008
ABG Ster-Projekt 19.10 13.50 10.20 7.50   Atos Origin 19.24 13.33 7.63 6.20
Asseco Poland 34.40 30.90 22.50 20.10   Autonomy Corp. 46.65 32.71 25.61 20.95
Comarch 25.00 19.90 19.20 14.90   Kudelski 22.89 18.68 13.49 11.04
Macrologic 18.40 15.20 9.20 7.80   LogicaCMG 25.01 18.10 10.07 8.85
Prokom Software 19.00 15.90 10.70 8.60   IDS Scheer 24.02 19.09 11.62 9.57
Techmex 29.30 26.80 10.80 9.80   TietoEnator 19.34 15.74 9.27 8.27
                      
Maximum 34.40 30.90 22.50 20.10   Maximum 46.65 32.71 25.61 20.95
Minimum 18.40 13.50 9.20 7.50   Minimum 19.24 13.33 7.63 6.20
Average 24.20 20.37 13.77 11.45   Average 26.19 19.61 12.95 10.81
Median 22.05 17.90 10.75 9.20   Median 23.46 18.39 10.85 9.21
                      
Year’s weight 50% 50% 50% 50%   Year’s weight 50% 50% 50% 50%
                      
Multiple-implied value multiple’s weight   Multiple-implied value multiple’s weight 
P/E 486.08   50%     P/E 509.06   50%   
EV/EBITDA 598.83   50%     EV/EBITDA 600.92   50%   
                      

Implied valuation of ATM  542.46     Implied valuation of ATM  554.99   
Source: BRE Bank Securities  
 
Relative valuation: IT business 
     (PLN m) Weight 
                

Value implied by comparison to Polish IT stocks 542.46 50% 

Value implied by comparison to foreign IT stocks 554.99 50% 

              

Relative valuation outcome    548.72   
Source: BRE Bank Securities  
 
Relative valuation: Telecommunications business  
  EV/EBITDA 
  2007 2008 
Netia 8.2 7,2 

MNI 14.91 13,03 

average 11.55 10,11 

      

Year weight 50% 50% 

      

Implied value of ATM  634.87 
 Source: BRE Bank Securities  
 
Relative valuation summary 
      (PLN m) weight 

Valuation by comparison to IT stocks   548.72 65% 

Valuation by comparison to telecom stocks 634.87 35% 

Implied value of ATM  578.88   
Source: BRE Bank Securities  
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Summary of ATM valuation 
Valuation (PLN m) weight 
            
DCF-derived valuation 544.05 50% 
           
Relative valuation 578.88 50% 

           

Implied valuation of ATM  561.46   
per share of ATM (PLN) 124.77   

Source :BRE Bank Securities  

 
Data Communications Asset Sales: valuation methodology  

   
DCF Model Assumptions 
 

1. In line with what was asserted by ATM’s management, we assumed for the purposes 
of our valuation that sales of data communications assets are now conducted on a 
recurring basis. According to the management, the pre-tax profit on these sales will 
increase at a rate of 20-30% y/y. We made a conservative assumption that other 
operating profit generated from these sales in each forecast year will amount to     
PLN 20m (pre-tax profit). In line with the management’s forecasts, we assumed that 
the book value of the assets sold is equal to 10% of the sale value, i.e. 11.11% of the 
pre-tax profit from the sale. For details on what comprises data communications 
assets held for sale, see chapter “Strategy.” 

2. We assumed that FCF after the forecast horizon will stay the same as in the last year 
of the forecast horizon.  

3. The other assumptions made in the valuation of the part of ATM’s business consisting 
in development and sales of data communications assets are the same as made in 
the DCF valuation of ATM “core.” 
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DCF valuation of non-operating asset sales 
(PLN m) 2007F 2008F 2009F 2010F 2011F 2012F 2013F 2014F 2015F 2016F 2016+
Pre-tax profit on sales 20.0 20.0 20.0 20.0 20.0 20.0 20.0 20.0 20.0 20.0
Tax 3.8 3.8 3.8 3.8 3.8 3.8 3.8 3.8 3.8 3.8
NOPLAT 16.2 16.2 16.2 16.2 16.2 16.2 16.2 16.2 16.2 16.2
    
FCF 16.2 16.2 16.2 16.2 16.2 16.2 16.2 16.2 16.2 16.2 16.2
   WACC 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6%
   discount factor  0.94 0.85 0.77 0.70 0.63 0.57 0.52 0.47 0.42 0.38 0.34

PV FCF 15.3 13.8 12.5 11.3 10.2 9.2 8.4 7.6 6.8 6.2 5.6

    
WACC 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6%
Cost of debt 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6%
Risk-free rate 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6%
Risk premium 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
Effective tax rate 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0%
    
Cost of equity 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6% 10.6%
Risk premium 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%

Beta 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0

    

FCF growth after the forecast horizon 0.0%  Sensitivity analysis   

Terminal value 192.1    Secular FCF growth   
Discounted terminal value (PV TV) 66.3    0.00% 1.00% 2.00% 3.00% 4.00%   
Discounted FCF in the forecast horizon 101.3  WACC - 1.0ppt 39.2 41.9 45.6 50.9 59.1   
Equity value (EV) 167.6  WACC - 0.5ppt 38.2 40.5 43.7 48.1 54.6   
Net debt 0.0  WACC 37.2 39.3 42.1 45.8 51.1   
Net gains from SPO 0.0  WACC + 0.5ppt 36.4 38.3 40.7 43.9 48.3   

  WACC + 1.0ppt 35.7 37.4 39.5 42.3 46.0   

Equity value (EV) 167.6        
Number of shares (millions) 4.5        
Equity value per share (PLN) 37.2        
Cost of equity (9M) 7.8%        

Target Price 40.2                
Source: BRE Bank Securities 
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mPay valuation methodology 
 
   
DCF Model Assumptions 
 

1. For the purposes of our valuation, we assumed that mPay S.A. will only process 
mobile payments in Poland. mPay is the only firm in Poland so far to have obtained a 
license from the President of the National Bank of Poland to manage a mobile 
payment authorization and settlement system.   

2. We project that the mPay service will have 90,000 users by the end of 2007, and 4.5 
million users by 2011. We estimate the average transaction value per-user will 
increase from PLN 24.1 per month in 2007 to PLN 217.7 per month in 2011.   

3. mPay’s revenues come from transaction fees. We assume that the average fee that 
mPay will charge from acquirers will be similar to an average interchange fee in card 
payments, which is 1.8%-3.5% on average depending on the size of an acquirer’s 
sales. mPay’s average transaction fee in 2007 will be an estimated 1.8%, and will 
decline into the forecast horizon to reach 1.4% in 2011.  

4. We predict that mPay, GSM operators, and banks will share mobile payment 
revenues depending on the contribution of mobile payments made from a user’s bank 
accounts to the total of mPay transactions.  

5. We based our DCF calculations on mPay’s earnings forecast for the years 2007-
2011. All other valuation assumptions are the same as applied in the DCF valuation 
of ATM.  

6. In calculating the impact of mPay’s growth on ATM’s value, we applied 60% of its 
DCF-derived value, equal to ATM’s shareholding interests. 
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DCF valuation of mPay  
(PLN m) 2007F 2008F 2009F 2010F 2011F 2011+     
Sales revenues 0.5 9.5 39.0 104.6 165.0      
   change 1928.1% 309.0% 168.1% 57.8%      
EBITDA -3.4 -0.3 13.4 45.3 69.8      
   EBITDA margin -717.3% -3.3% 34.4% 43.3% 42.3%      
Amortization and depreciation 0.4 0.6 0.8 1.2 1.5      
EBIT -3.8 -0.9 12.6 44.1 68.3      
   EBIT margin -807.0% -9.9% 32.2% 42.2% 41.4%      
Tax rate on EBIT 0.0 -0.2 2.4 8.4 13.0      
NOPLAT -3.8 -0.8 10.2 35.7 55.3      
           
CAPEX -6.0 -4.5 -3.0 -2.0 -1.5      
Working capital -0.4 -0.4 -2.0 -7.1 -11.1      
       
FCF -9.8 -5.1 6.0 27.8 44.3 46.0     
   WACC 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%     
   discount factor  93.5% 82.7% 73.1% 64.6% 57.1% 50.5%     
PV FCF -9.1 -4.2 4.4 18.0 25.3 23.3     
       
WACC 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%     
Cost of debt 6.6% 6.6% 6.6% 6.6% 6.6% 6.6%     
Risk-free rate 5.6% 5.6% 5.6% 5.6% 5.6% 5.6%     
Risk premium 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%     
Effective tax rate 19% 19% 19% 19% 19% 19%     
       
Cost of equity 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%     
Risk premium 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%     
beta 1.5 1.5 1.5 1.5 1.5 1.5     
       
FCF growth after the forecast horizon 5.0%         

Terminal value 687.3 Sensitivity analysis        

Discounted terminal value (PV TV) 347.3   Secular FCF growth 
Discounted FCF in the forecast horizon 34.3   2.00% 3.00% 4.00% 5.00% 6.00% 
Equity value (EV) 381.6 WACC - 1.0ppt 74.0 84.1 97.5 116.1 143.8
Net debt 0.0 WACC - 0.5ppt 70.1 79.0 90.6 106.4 129.0
 WACC 66.7 74.6 84.8 98.3 117.1
Equity value (EV) 381.6 WACC + 0.5ppt 84.6 89.4 95.6 103.6 114.4

Number of shares (millions) 4.5 WACC + 1.0ppt 82.7 87.1 92.5 99.5 108.8

Equity value per share (PLN) 84.8        
Cost of equity (9M) 9.7%        
Target Price 93.0            
 Source: BRE Bank Securities  
 

In calculating the impact of mPay’s growth on ATM’s value, we applied 60% of its DCF-derived 
value, equal to ATM’s shareholding interests. 
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Cineman Sp. z o.o. valuation methodology 
   
DCF Model Assumptions 
 

1. We based our DCF calculations on Cineman Sp. z o.o.’s earnings forecast for the 
years 2007-2011.  

2. Cineman has three sources of revenues: content delivery to domestic telecom 
operators, content delivery to local network operators, and one-time revenues from 
new user connections to VoD platforms by local network operators. We predict that 
the number of domestic users of Cineman’s content will increase from 9 thousand in 
2007 to 450 thousand in 2011, with the monthly ARPU from content delivery to 
domestic operators rising from PLN 1.78 in 2007 to PLN 3.0 in 2011. 

3. For services provided to local network operators, we estimate the revenue per each 
new user at PLN 2. The number of VoD users accessing Cineman’s content will 
increase by from estimated 69 thousand in 2007 to 743 thousand in 2011 (i.e. 15% of 
all households connected to the Internet via broadband connections provided by 
small and mid-sized operators). The monthly ARPU from content delivery to local 
network operators will rise from PLN 1.78 in 2007 to an estimated PLN 3.0 in 2011. 

4. We estimate that Cineman will share its content revenues on a 50/50 basis with 
domestic operators and a 35/65 basis with local network operators, and keep all of 
the revenues from new VoD connections to itself.   

5. All other valuation assumptions are the same as applied in the DCF valuation of ATM. 
6. In assessing the impact of Cineman’s growth on ATM’s value, we applied 51% of its 

DCF-derived value, equal to ATM’s shareholding interests. 
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DCF model for valuation of Cineman Sp. z o.o. 
(PLN m) 2007F 2008F 2009F 2010F 2011F 2011+     
Sales revenues 3.4 11.3 20.1 28.1 43.1      
   change 227.8% 78.1% 40.4% 53.2%      
EBITDA -0.6 1.6 4.0 7.1 12.7      
   EBITDA margin -16.6% 13.9% 20.0% 25.1% 29.5%      
Amortization and depreciation 0.4 0.6 0.8 1.2 1.0      
EBIT -1.0 0.9 3.2 5.9 11.7      
   EBIT margin -28.9% 8.4% 15.9% 20.8% 27.2%      
Tax rate on EBIT -0.2 0.2 0.6 1.1 2.2      
NOPLAT -0.8 0.8 2.6 4.7 9.5      
           
CAPEX -3.0 -1.0 -1.0 -1.0 -1.0      
Working capital 0.0 0.0 -0.2 -0.3 -0.6      
       
FCF -3.4 0.4 2.3 4.7 8.9 9.4     
   WACC 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%     
   discount factor  93.5% 82.7% 73.2% 64.7% 57.2% 50.6%     
PV FCF -3.2 0.4 1.6 3.0 5.1 4.7     
       
WACC 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%     
Cost of debt 6.6% 6.6% 6.6% 6.6% 6.6% 6.6%     
Risk-free rate 5.6% 5.6% 5.6% 5.6% 5.6% 5.6%     
Risk premium 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%     
Effective tax rate 19% 19% 19% 19% 19% 19%     
       
Cost of equity 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%     
Risk premium 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%     
Beta 1.5 1.5 1.5 1.5 1.5 1.5     
       
FCF growth after the forecast horizon 5.0%         
Terminal value 164.1   Sensitivity analysis        

Discounted terminal value (PV TV) 82.9   Secular FCF growth 
Discounted FCF in the forecast horizon 6.9   3.00% 4.00% 5.00% 6.00% 7.00% 
Equity value (EV) 89.8   WACC - 1.0ppt 17.1 19.8 23.6 29.2 38.5
Net debt 0.0   WACC - 0.5ppt 16.0 18.4 21.6 26.2 33.3
   WACC 15.2 17.2 20.0 23.8 29.5
Equity value (EV) 89.8   WACC + 0.5ppt 14.4 16.2 18.6 21.8 26.4

Number of shares (millions) 4.5   WACC + 1.0ppt 13.7 15.3 17.4 20.1 24.0

Equity value per share (PLN) 20.0        
Cost of equity (9M) 9.7%        
Target Price 21.9            
Source: BRE Bank Securities  
 

In assessing the impact of Cineman’s growth on ATM’s value, we applied 51% of its DCF-derived 
value, equal to ATM’s shareholding interests. 
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ATM Mobile valuation methodology  
 
   
DCF Model Assumptions 
 

1. We based our DCF calculations on ATM Mobile’s earnings forecast for the years 
2007-2012.  

2. The forecast was made exclusive of mPay SA and rec-order Sp. z o.o., and inclusive 
of estimated future earnings generated from mPay via foreign subsidiaries. 

3. We expect that ATM Mobile will develop the mPay services abroad through 
subsidiary mPay operators in other countries; we assume conservatively that it will 
set up two foreign subsidiaries in each forecast year. We also assume that the 
subsidiaries will share their revenues and costs with foreign partners on a 1:1 basis.  

4. The average fee that an mPay operator in a country will charge for delivering mobile 
payment services to acquirers will be similar to the average interchange fee in card 
payments, which falls in the range of 1.8%-3.5% depending on an acquirer’s sales. 
The average fee of an mPay operator will be an estimated 1.8% in 2007, and will 
decline later in the forecast years to reach 1.4% in 2011.  

5. We predict that ATM Mobile, GSM operators, and banks, will share revenues 
depending on the contribution of mobile payments made from a user’s bank accounts 
to the total of the mPay transactions.  

6. We based our DCF valuation on our earnings forecasts for ATM Mobile and its 
subsidiaries for the years 2007-2012. We assume that FCF after the forecast horizon 
will grow at a rate of 5%. All other valuation assumptions are the same as applied in 
the DCF valuation of ATM. 

7. In assessing the impact of ATM Mobile’s growth on ATM’s value, we applied 50% of 
its DCF-derived value, equal to ATM’s shareholding interests. 

8. Note again that our estimations regarding ATM Mobile’s future earnings performance 
carry a considerable margin of error. The discount we attached to this part of ATM’s 
business stems from the fact that ATM Mobile has no previous experience in 
managing mobile payment projects on such a large scale. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



ATM 

2 July 2007 14

BRE Bank Securities 
 

 BRE Bank Securities 
 

DCF valuation of ATM Mobile  
(PLN m) 2007F 2008F 2009F 2010F 2011F 2012 2012+   
Sales revenues 0.0 0.5 10.0 49.0 153.6 318.6   
   change 2028.1% 389.8% 213.4% 107.5%   
EBITDA 0.0 -3.4 -3.7 9.7 55.0 124.8   
   EBITDA margin -717.3% -36.9% 19.8% 35.8% 39.2%   
amortisation 0.0 0.4 1.0 1.9 3.1 4.6   
EBIT 0.0 -3.8 -4.7 7.8 51.9 120.3   
   EBIT margin -807.0% -47.4% 16.0% 33.8% 37.7%   
Tax rate on EBIT 0.0 -0.7 -0.9 1.5 9.9 22.8   
NOPLAT 0.0 -3.1 -3.8 6.3 42.1 97.4   
          
CAPEX 0.0 -0.4 -1.0 -1.9 -3.1 -4.6   
Working capital 0.0 -0.4 -0.8 -2.8 -10.0 -21.0   
     
FCF 0.0 -3.5 -4.6 3.5 32.1 76.4 80.2   
   WACC 13.1% 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%   
   discount factor  93.5% 82.7% 73.1% 64.6% 57.1% 50.5% 44.8%   
PV FCF 0.0 -2.9 -3.4 2.3 18.4 38.7 35.9   
     

WACC 13.1% 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%   
Cost of debt 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6%   
Risk-free rate 5.6% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6%   
Risk premium 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%   
Effective tax rate 19% 19% 19% 19% 19% 19% 19%   
     
Cost of equity 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%   
Risk premium 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%   
Beta 1.5 1.5 1.5 1.5 1.5 1.5    
       

FCF growth after the forecast horizon 5.0%         
Terminal value 1 406.4   Sensitivity analysis        

Discounted terminal value (PV TV) 629.8   Secular FCF growth 
Discounted FCF in the forecast horizon 53.1   2.00% 3.00% 4.00% 5.00% 6.00% 
Equity value (EV) 682.8   WACC - 1.0ppt 138.6 160.8 191.7 237.6 313.2
Net debt 0.0   WACC - 0.5ppt 130.2 149.5 175.6 213.1 271.4
Other non-operating assets 0.0   WACC 122.9 139.8 162.2 193.3 239.7
Equity value (EV) 682.8   WACC + 0.5ppt 116.5 131.4 150.8 177.1 214.9

Number of shares (millions) 4.5   WACC + 1.0ppt 110.7 124.0 141.0 163.6 195.0

Equity value per share (PLN) 151.7        
Cost of equity (9M) 9.7%        
Target Price 166.4            
Source: BRE Bank Securities  
 

When assessing the value of ATM Mobile, we factored in the future earnings achievable on 
mPay sales outside of Poland. ATM’s management predict that, starting in 2008, mPay’s 
geographic coverage will expand by 5 countries a year. We made the conservative assumption 
that the company will set up two new subsidiaries in each forecast year, with support from local 
business partners. ATM Mobile and its partners will share the revenues and costs generated 
by the subsidiaries on a 1:1 basis. In a cautious appraisal of the impact of ATM Mobile’s 
valuation on ATM’s valuation, we applied 50% of its DCF-derived value attributable to ATM 
(60%).  
That said, we also wish to stress that, should mPay become an international success, ATM 
Mobile’s actual value will far exceed the value of mPay SA. 
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    (PLN m) per share of ATM (PLN)
DCF valuation of ATM Mobile . 682.8 151.7
ATM’s stake 60%   
Value attributable to ATM . 409.7 91.04
Risk discount 50%   
Implied value of ATM Mobile  204.8 45.52
Source: BRE Bank Securities 
 
 

Market Environment 
 
ATM operates on the cusp of two industries: Information Technology, and 
Telecommunications. As such, it stands out from the competition in both of those domains. 
Below, we provide an overview of the IT market and telecommunications market settings and 
an assessment of ATM's positioning in both. 
 
 

IT Market 
   
Fast-paced growth 
In 2005, the value of the Polish IT market amounted to PLN 17.8 million, marking a 14% 
increase on 2004. The outlook on the future is bright. According to IDC market intelligence, the 
market will grow at a two-digit rate (10%-12%) in the next few years. Its estimated value in 
2006 is over PLN 20 billion. Going forward, the internal structure of the Polish market will 
become increasingly similar to that observed in developed Western European markets, with 
hardware being gradually pushed out by software and broadly defined services. Although the 
bulk of the overall IT expenditure still goes to hardware, the trend is downward (from 67% in 
1998 to 46% in 2005). 
 
Value and pace of the Polish IT market  

 
Source: PMR, “Polish IT Market 2006-2008” 
 
One should pay attention to the fact that direct relation between the whole market dynamics 
described above and the results of IT stock exchange companies is not foreseen. In our 
opinion the above data should be analysed from the perspective of the considerable 
insufficient level of informatisation of the Polish economy in relation to the developed countries 
and further reducing a backlog in the consecutive years. Data on the whole market covers 
among other things: households’ expenditures for hardware or quickly growing percentage of 
households being connected to Internet which is outside the scope of IT stock exchange 
companies’ activity. The highest increase of expenditures for IT is expected by IT companies in 
Industry and public administration sectors. The next positions as regards the expenditures for 
IT are taken by service and trade, banking and telecommunications sectors.  
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Lagging behind Western Europe 
Poland still lags behind Western European countries as regards the expenditures for IT. It is 
visible both in per capita expenditures amount to EUR 100 in Poland (it is one of the lowest 
rates in the countries of Central and Eastern Europe) in comparison to over EURO 700 in the 
older European Union member states, as well as to the GDP. Poland with the rate amounts to 
1.8% is one of the weakest countries in the region. In relation to GDP the highest expenditures 
are noted in Hungary (3.2%) and Czech Republic (3.0%), whereas the average rate in the 
Western Europe amounts to 3.1%. 

 
IT expenditure per capita and as percentage of GDP in the Central and Eastern 
Europe  

 
Source: EITO  
 
Big companies spend the most, SMEs pick up 
Big companies which employ over 250 persons are the key customers of IT companies. Their 
participation in total expenditures for IT amounts up to 60 %. Participation of public 
administration (17%) and individual customers (12%) is also considerable. Participation of 
small and medium enterprises (SME) is relatively small in comparison to the Western Europe 
countries which indicate on the very big potential of that group in the future. According to DiS 
research company, market of software for SME has been growing within the last three years 
faster than the whole IT market. The forecasts for the consecutive years assume the 
continuation of fast growth of that sector exceeding the growth dynamics for the whole IT 
market in total.  
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Polish IT market pie by type of customer 
 Mid-Sized 

Businesses 
50 - 249

4% Small Firms <50 

9%

Individual 
Customers 

12% 

Public 
Administration 

17% 

Large Firms 250 +

 
Source: PMR, “Polish IT market 2006 - 2008” 
 
Prospects for domestic IT market 
Several factors have been chosen which in our opinion will have significant impact on the 
shape and dynamics of domestic IT market in the following years. The intensively developing 
process of market consolidation is the most important of them all. The market is still 
considerably fragmented (according to report prepared in 2006 by Teleinfo500 less than 100 
companies achieved the annual income exceeding PLN 50 million in 2005) which indicates 
that the consolidation will be continued in the following years. In our opinion Prokom Software 
Group and ComputerLand Group are and in the next few years will be the leaders in this area.  
 
Other factors which have a positive impact on IT market in Poland are among other things: the 
possibility to subsidize most of projects with the EU resources both in public administration and 
private sector; placing emphasis on the improvement of activity’s efficiency in the face of 
growing competition which will have influence upon the increase of investment expenditures, 
including IT tools expenditures.  
 
 

Telecommunications Market 
   
Description of telecommunications market 
The figures below show the size and structure of the Polish telecommunications market.  
 

Size and structure of the Polish telecommunications market  
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Source: Teleinfo 500, a report on the Polish telecom market in 2005; PMR, “Polish Telecommunications Market 2005 – 2008” 

 
The value of telecommunications market in 2005 amounted to PLN 46.6 billion i.e. increased of 
over 27.6 % in comparison to 2002. Income for operator services (79 %) is the biggest part of 
the market, whereas the position of producers of apparatus and devices is still growing.  
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The telecom market is traditionally divided into three main segments: 
• Fixed-line telephony , 
• Mobile telephony, 
• Access to Internet and transmission of data. 

 
Only the last segment will be analysed with regard to the nature of the Issuer’s activity. 
Nevertheless the Issuer provides also highly specialist services for fixed and mobile networks 
operators. Access to Internet is the key element that stimulates the development knowledge-
based society. ADSL (access through copper wires in traditional fixed telephony) and DOCSIS 
(access through modems in cable television infrastructure) are the key technologies which 
enable customers broadband access to Internet.  
 
Access to the Internet is measured by the level of penetration, i.e. in proportion of household 
connected to Internet to the total number of households. In Poland the level of penetration is 
there times lower than average rate for all EU countries, whereas the leading countries have 
even higher level of penetration. At present, high prices are the main obstacle for the 
development of broadband access in Poland. It is estimated that in case of lower prices about 
3 – 4 million of Poles would use Internet within 3 years.  
The issuer does not offer its services for individual customers (B2C). However a part of the 
offer is directed to cable network operators and business customers (B2B) but also to Internet 
Service Providers (ISPs) offering access to Internet to end users. It is estimated that lowering 
the price would result in the higher demand of end users which finally would have a positive 
impact upon the Issuer’s financial results. 
 
Except for the level of penetration the quality of access measured by bandwidth is also 
significant. Over 60 % of customers in Poland use the lowest speed i.e. 128 kbps. Taking into 
account the European standards the access may be considered broadband only when the 
speed exceeds 144 kbps. However, the current multimedia technologies make the use of all 
benefits of Internet possible only at the speed level of 1-2 Mbps. Assuming that within the next 
few years the quality of connection will be increased one can expect a considerable demand 
for companies which possess its own high bandwidth optical fibre networks.  
 
Related services are also developed together with the access to Internet. The best example 
can be so called ‘triple play’ offer i.e. a combination of access to Internet, telephony and 
access to television within one flat rate. Moreover, e-commerce phenomenon that is commerce 
through the Internet – virtual bookstores, paid services and market becomes more and more 
common. The fact that many services are in an early stage makes the high demand for 
services provided by companies which operate in that industry in the following years. 
 
Operators offering access to Internet for individual customers and enterprises use the other 
operators’ services – so called IP transit and digital data transmission services in given 
relations, often defined as leased lines. In turn, service providers who use the Internet as the 
medium for access to services, except for access to the Network use the following services.  
 

• collocation – i.e. lease of the place in the operators’ premises with appropriate 
transmission infrastructure fittings, power supply and security, and 

• hosting – i.e. lease of devices (e.g. servers) together with appropriate system 
software and technical service.  

 
The issuer has achieved the significant participation in the market in question and built ATMAN 
brand which high quality of services concerned is recognizable.  
 
 

Competitors 
   
No direct competition in the home market  
In our opinion there are no direct competitors amongst the Polish companies owing to the 
broad profile of ATM’s activity. Naturally the competition exists in particular areas of activity 
e.g. in the field of systems integration (HP, IBM, ComputerLand, Asseco Poland or ComArch); 
software and IT services (ComputerLand, Prokom Software, Asseco Poland) and in 
telecommunications services where in theory every telecommunications operator is a 
competitor, including Exatel, CDP, Telekomunikacja Kolejowa, Netia. Whereas ATM’s 
advantage consists in offering a broad range of competent services in each of those fields 
which is distinguishing sign in comparison to competitors. Interestingly enough, ATM takes part 
in many tenders in consortia of nominal competitors among others things in order to on the one 
hand optimise price, but on the other hand expand the scope of services it offers.   
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Companies of similar profile operate in turn abroad. Most often they are subsidiaries to 
telecommunications operators (e.g. T-Systmes company from Deutsche Telecom or Telindus 
company from Belgacom Group). Those companies also operate in Poland, but their scale of 
activity is insignificant.  

 
 

Competitive Position 
   
Niche market 
With regard to a unique nature of ATM business activity it is hard to compare it directly with 
typical IT companies or telecommunications companies. The Company combines the 
competence of IT systems integrator, telecommunications operator and software producer. For 
most of companies from that market segment it is a partner rather than a competitor. The 
expanded optical fibre network, including approximately 265 km of optical fibre lines in Warsaw 
is additional factor which distinguishes ATM in comparison to other IT companies. 

 
 

Competitive advantages 
The ability to make comprehensive individual solutions for customers who represent almost 
every sector of economy is the main competitive advantage of the company. When the 
solutions cover both IT and telecommunications fields ATM is not forced to look for support 
from third parties. Unlike typical integrators or telecommunications companies ATM is ready to 
take up such tasks unaided. According to the Management Board, at present none of domestic 
entities have built a similar offer so far. ATM’s IT or telecommunications sector competitors are 
aware of the advantages represented by the broad IT and telecommunications offer and they 
intend to develop such offer quickly. The ATM’s advantage is the fact that it has already had 
such offer for several years.  
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Business Profile 
 

Historical Note 
   
ATM S.A. was established in 1997 as the result of transformation of Advanced Technology 
Manufacturing sp. z o.o (abbreviated as “ATM Sp. z o.o.”) into a joint-stock company “ATM 
Spółka Akcyjna.” Until then, since 1991, the company existed as an “Advanced Systems 
Department” of “Przedsiębiorstwo Produkcyjne ATM.” In 1994, ATM became an independent 
business dealing mainly in the distribution of advanced computer technology solutions and 
systems integration. ATM S.A. continues its leading-edge integration activity, and designs and 
develops broadband data networks. Since 2001, ATM S.A. has been providing new-generation 
telecommunications services under the name of ‘ATMAN’. Participation of telecommunications 
services in total income of the Company is still growing and currently has achieved the level of 
approximately 42%. In September 2004 the Company made its debut at the Warsaw Stock 
Exchange. 
 
Last year, ATM S.A. began another stage of activity by purchasing shares in the following 
companies: ATM Mobile sp. z o.o., mPay SA, rec-order sp. z o.o., iloggo sp. z o.o., Cineman 
sp. z o.o. and KLK Technologie Informatyczne sp. z o.o. In the current year the Compnay 
continued acquisition process and purchased the shares in Sputnik Sofware sp. z o.o. 
Description of particular subsidiaries and further Company’s plans in this field are presented in 
the next parts of the report.  
 
 

Strategy 
   
Two paths of growth 
The Company realizes the strategy of balanced growth through two paths: organic growth and 
growth through innovations. The development through innovations consists in creation of IT 
solutions which let the Company build the value through taking the significant positions in the 
newly formed segments of the market. Almost from the beginning of its activity ATM has been 
carring out research and development focused on creating and commercialising of the new 
products and services, as well as participating in research and development being carried out 
by other entities as subcontractor or partner. The below summary presents the most significant 
innovative achievements of the Company: 
  

ATM’s innovation achievements  
Year Achievement 
1991 The first company connected to the Internet in Poland 
1993 The first commercial Internet Service Provider in Poland  

1994 The first LAN network with ATM’s backbone in Poland 
1994 The first installation of supercomputer in Poland  

1995 The first urban network in Poland based on ATM technology  
1996 The first corporate integrated voice and data network in Poland 

2000 The first prototype installation of interactive television in Poland  
2002 The first commercial, public WLAN network in Poland 
2003 The first fully validated system for medicine manufacture management in Poland  

2004 The first content billing system in IP networks in Poland  
2005 The first prototype of interactive television realized in co-operation with scientific unit and TVP in Poland  

2006 The first test mobile payments system (mPay S.A., affiliated company to ATM S.A.) 
2007 The first Polish software package with ITIL certificate  

Source: ATM 
 
Technological incubator 
Last year, the Compay entered another path of growth through innovations, namely thorugh 
capital investments in controlling interests of ‘start-up’ technological companies and further 
support of those companies with its own research potential. At present the Company develops 
among other things interactive television project (ATM InternetTV) or mobile management of 
commercial content broadcasting in sale points (ATM IndoorTV). In its portfolio the Company 
possesses subsidiaries dealing among other things with mobile payments system (mPay), 
computer workplace outsourcing (ATM Services), sale of music or films broadcasted on radio 
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and television stations (rec-order). More information about those project can be found in the 
next parts of the report. 

 
Development of data communications assets for sale 
In addition to marketing data communication services, ATM also develops valuable assets for 
sale. The company builds on its engineering expertise and experience in new technology 
applications to develop proprietary hardware and software solutions which it then offers to 
telecom service providers. Such assets can be divided into two categories: 
 
Fibre-optic networks 
Since 1999, ATM has invested in building fibre-optic networks in urban areas – first in Warsaw, 
then in Silesia, and later in six other cities. The cable routes are carefully planned to enable 
effective connections with business centres and telecom hubs, enhancing the value of ATM’s 
networks. 
 
The number of optical fibres in the cables is always greater that the present and medium-term 
needs of the ATMAN network, but the additional costs are insignificant. As a result, excess 
fibres can be sold to buyers that are not in competition with ATM. And there is a growing 
demand among finance or media organisations setting up backup data centres for high-speed 
connections via independently owned fibre-optic lines, meaning that sales of such lines, which 
come in limited supply, are highly profitable. 
 
ATM’s current investments, greatly boosted by the SPO capital, will enable development of 
fibre-optic networks with a selling value as high as PLN 100 million. 
 
Service platforms 
ATM’s R&D teams have developed technology platforms for delivery of added-value 
telecommunications services. Two examples of platforms that have either already been, or are 
being implemented on a commercial scale, are “ATM Internet TV” and the “Teleradiology 
Archive System.” 
 
ATM Internet TV is a system consisting of a distributed multimedia repository for storing digital 
content (e.g. films), an intelligent system for distributing the content in IP networks, and a 
dedicated management system. The platform guarantees copyright protection and can 
automatically adjust coding and degree of compression to each user's capacity. 
 
The Teleradiology Archive System was specifically designed to store diagnostic medical 
imaging data and provide access to this data by authorized physicians. It ensures a high level 
of data security and provides interfaces to systems used by physicians. 
 
Thanks to the unmatched know-how applied, these platforms represent unique value that far 
exceeds the commercial value of their components. In addition to being a tool for providing 
services by ATM and its subsidiaries, they are above all a precious asset that can be marketed 
to other businesses. Their selling prices range from a few to over ten million zlotys apiece 
depending on the scale of the roll-out. 

 
 

Organisation 
    
The ATM Group 
At present ATM S.A. Group is composed of the following subsidiaries: 
 

1. ATM Mobile sp. z o.o. The company does not carry out operational activity. The 
scope of its activity is the management of its subsidiaries mPay S.A. and rec-order 
sp. z o.o. The objective of ATM Mobile Sp. z o.o. is to set up subsidiaries abroad that 
with an aim of expanding the mPay service on an international scale after its success 
in Poland; 

2. mPay S.A. The Company prepared, and still develops mobile payment system which 
enables realization and settlement of payments made through mobile phone; 

3. rec-order sp. z o.o. The Company is dealing with mobile sale of music and other 
related digital contents; 

4. Cineman sp. z o.o. The Company is dealing with the provision of digital distribution of 
high-quality film content through the Internet; 

5. iloggo sp. z o.o. The Company has intellectual property rights to technology used for 
the creation of flexible graphic interfaces for internet applications, collection of data on 
users’ preference profiles and supporting the activity of newsgroups; 
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6. ATM Services sp. z o.o. The Company provides services of comprehensive 
outsourcing of computer workplace for small and medium enterprises;  

7. KLK sp. z o.o. The Company is a provider of advanced IT services and integrator of 
IT systems. It specializes in consulting, project, implementing and repair services with 
regard to advanced power supply systems, telecommunications engineering networks 
and computer systems. 

8. Sputnik Software sp. z o.o. is dealing with software production and providing IT 
services for public sector. In March, ATM acquired a 60% stake in the company for 
PLN 3 million.  

 
 

ATM SA  Organisational Chart 

 
Source: ATM 

 
ATMAN – Warsaw’s optical fibre network – a valuable asset 
ATM has the optical fibre network in Warsaw which covers approximately 265 km of optical 
fibre lines connecting about 128 business centres and office buildings. Data transmission 
network is based on layer technology IP over ATM ensuring its efficiency and flexibility in 
adaptation of transmission channels parameters to the actual needs of customers. It is a 
valuable Company’s asset without which the provision of a part of services including in the 
Company’s offer would become impossible. 
ATMAN network is still being developed. In the case where prompt connecting of optical fibre 
connection is impossible we can use wireless connections or leased copper lines. ATMAN has 
at its disposal the network infrastructure that can serve practically unlimited traffic in Gigabit 
Ethernet (10 Gb/s), SDH (up to 2.5 Gb/s) i ATM (to 622 Mb/s) technologies.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

99.88%

51%

60%

60%

Linx Telecommunications BV 

0.01%

0.12%

60%

60%

78.74%

22%

Rec-order Sp. z o.o.

Sputnik Software Sp. z o.o.

Cineman Sp. z o.o.

iloggo Sp. z o.o.

ATM Services Sp. z o.o.

KLK Technologie 
Informatyczne Sp. z o.o.

ATM S.A.

ATM Mobile Sp. z o.o.

mPay S.A.

99.99%



ATM 

2 July 2007 23

BRE Bank Securities 
 

 BRE Bank Securities 
 

 
Map of Warsaw’s optical fibre network 

 
Source: ATM 

 
Countrywide transmission network  
ATM provides transmission services in virtual transmission network that was built on the basis 
of lines leased from other operators, thanks to the backbone and access nodes it has. At 
present ATMAN network covers about 5.25 thousand km of long-distance connections, over 50 
access nodes over 10.000 km of optical fibres on the territory of Warsaw and Silesia, direct 
contact points with over 50 largest internet and telecommunications networks in Poland, three 
independent international connections and Data Protection Center. ATM network’s backbone 
nodes create a broadband network (over 155 Mb/s) ensuring access to all services. At present 
ATMAN has backbone nodes in Warszaw, Łódź, Kraków, Katowice, Poznań, Gdańsk, 
Wrocław, Szczecin, Lublin and Białymstok. Unlike backbone nodes, access nodes use lower 
bandwidth lines and are not always adjusted to deliver the full range of ATMAN’s network 
services. 
 
ATM is currently building a countrywide backbone network based on leased fibre optic cables 
on several major routes, and laying its own cables in six cities 
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Network diagram 

 
Source: ATM 
 
 

Lines of Business 
 
Key competencies  
ATM’s activity covers the provision of IT services of which the most important fields are: IT 
infrastructure integrated systems, telecommunications and value added services, solutions and 
services for business security, application solutions and multimedia solutions and services. In 
order to keep innovation and advantage over competitors the above fields of activity in 
principle must contain at least two of the three key competences of the Company: system 
integration, telecommunications and software. 

 
Key competencies and business lines 
 
 
 
 
 
 
 
 
 
 

 
 
 

Source: ATM 
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IT infrastructure integrated systems  
The Company’s offer with this regard covers services connected with transmission networks 
i.e. among other things: audit of customer’s existing infrastructure, analysis of current and 
expected transmission needs, planning of network functionality and efficiency, designing, 
building and introduction to exploitation of corporate and operator networks. Computer 
systems integration covering designing, building and implementation of computer systems, 
including data processing centres and supercomputer installations form the second field in this 
business line. Those services cover comprehensive integration of all necessary elements of 
infrastructure from power supply systems and transmission wiring through physical security 
systems (extinguishing, access control, alarms, CCTV monitoring), servers, mass storage 
systems, system and tools software. Integration projects are often connected with building of 
transmission data security systems and IT resources management systems  
 
ATMAN – telecommunications and value added services 
The basic services in telecommunications field are: 
 

• Access to Internet – services consisting in juxtaposing and supervision of broadband 
connection to Internet for telecommunications operators, Internet Service Providers 
and Access Service Providers and business customers. The Company participates in 
middleware nodes in Warsaw 

 
• Digital connection lease – data transmission services provided nationwide of very 

high parameters of transmission quality. Those services are often based on 
connections leased from other operators and own transmission devices located in 
network nodes. Broadband data transmission services are provided without limits in 
bandwidth on the territory of Warsaw and Silesia, on the basis of own optical fibre 
network. 

 
• Telecommunications Outsourcing – it covers designing and juxtaposing of complete 

telecommunications and IT networks on the basis of own connections and 
connections leased from other operators. Maintenance care over the entire or a part 
of customer IT infrastructure on the basis of service level agreements (SLA) is also 
included in this service. Telecommunications outsourcing services are provided 
among other things on the basis of twenty-four-hour monitoring of customer’s IT 
infrastructure through the Network Management Centre.  

 
• Collocation and hosting – the company has suitably equipped and protected premises 

where it provides collocation services (lease of the premises for equipment together 
with guaranteed power supply and telecommunications connection) and hosting 
services (lease of its own servers e.g. for the provision of internet services). 

 
Solutions and services for business security 
In this field ATM provides integration services for advanced technical systems of information 
security (firewalls, Intrusion Prevention Systems, antivirus and antispam systems, protection 
systems against the access to undesirable web content), produces and implements software 
enhancing the management of Business Continuity Planning. Data Protection Centre (DPC)is 
the third field of activity. DPC services consist in leasing auxiliary offices and data processing 
centres. On the basis of contract which has been signed, the customer may in COD through 
guaranteed short period resume its operational activity of key services which was interrupted in 
the principal office as the result of unexpected, unforeseen events (extensive failure, acts of 
vandalism or terrorists’ acts). The Company provides also outsourcing services of information 
technical security systems (including current update of software and principles of protection as 
well as responding to emergency). 

 
Application solutions  
ATM produces and implements systems based both on its own solutions and third parties 
software. The key own solutions are: system enhancing management of business processes – 
Atmosfera (on the base of which Atmosfera BCP was created in order to support the creation 
of business continuity planning for banks), SMaCS system for services management in IP 
networks or Lawful Interception systems for legal interception of transmission by order of the 
competent authorities.  
 
The Company also implements IT systems based on applications of other producers. Those 
include among other things Manufacturing Execution Systems for pharmaceutical and food 
industry, integrated with manufacturing machines automatics and systems enhancing 
management of enterprise.  
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Multimedia solutions and services 
As the result of research and development which have been carried out for several years ATM 
produced, and still develops its own technological platforms using for the provision of 
numerous multimedia services which presently including the following: 
 

• ATM Indoor TV – the service consists in building and servicing of the complete 
television system in the point of sales (POS TV – Point Of Sales Television). The 
Company installs terminals (computer with LCD screens and wireless connection) in 
places agreed with the customer (e.g. near cash desks or tourist office). Then accepts 
video materials and other information from customer and agrees with him/her the 
broadcasting screenplays. Materials are broadcasted via terminals through mobile 
telecommunications network (GPRS/EDGE/UMTS). Through the same way it is 
possible to control terminals and supervise proper realisation of intended 
screenplays. The service was awarded the distinction of the “Golden Antenna of the 
Telecommunications Universe” in 2006.  

 
• ATM Internet TV – the platform that covers multimedia data storage subsystem, offer 

management for subscribers, transmission management and settlements for 
downloading content in different modes. The Company offers that platform both to 
multimedia digital content providers and subscriber telecommunications network 
operators. Within this solution it is possible to supply and integrate fully functional 
multimedia content distribution system for the customer’s use only or to provide 
service of making its own technological platform available.  

 
Except for VOD service offered with ATM Internet TV service and ATM Indoor TV module the 
Company intends to launch further modules for content network distribution services. 
 
The summary below presents intended launching of the next modules: 

ATM InteractiveTV 
 VOD Live TV
ATM InternetTV operational Q3 2007
ATM IPTV Q3 2007 Q4 2007
ATM MobileTV Q4 2007 Q1 2008

Source: ATM 
 
As was emphasised earlier, technology platforms are not only used by ATM and its 
subsidiaries for their own purposes, but are also sold to other firms that are not in competition 
to the group. 
 
 

Customers 
   
Diverse portfolio 
Amongst the Company’s customers may be found institutions, enterprises and offices 
representing almost every economic sector. The Company is not dependent on one or several 
customers. ATM’s key accounts include UPC Polska, PTC Era, Polkomtel SA, and BRE Bank 
SA. Customers for different product categories include supercomputer centres financed by the 
Ministry of Science and Higher Education (ACK Cyfronet AGH, PCSS, WCCSS, TASK) for 
high-performance computing systems, Vattenfall IT, ZEP-Tech for data transmissions,  
Maspex and Eldorado for data center hardware, and Telewizja Polska, Agora, and P4 for IT 
Service Desk applications. ATM’s solutions are used by: 

• 85% of the 20 biggest telecommunications operators operating on the Polish market 
(according to Teleinfo 500) 

• 85% of the 20 biggest ISPs operating on the Polish market (according to Teleinfo 
500) 

• four of the five most popular Polish portals i.e. – onet.pl, interia.pl, gazeta.pl, o2.pl 
• the biggest Polish communicators – Gadu-Gadu i Tlen.pl 

 
ATM’s key customers are listed in the table below: 
 
 
 
 
 



ATM 

2 July 2007 27

BRE Bank Securities 
 

 BRE Bank Securities 
 

ATM’s key accounts 
Industry Companies 
Telecommunications PTC (Era), Polkomtel (Plus GSM), Centertel (Orange), Crowley Data Poland, 

Telekomunikacja Polska, Netia, Dialog, Exatel, GTS Energis, In2Loop 
Polska (Tele2), UPC Telewizja Kablowa, Multimedia,  Vectra, Aster, 
TeliaSonera, Level(3), T-Systems 

Finance BRE Bank, PKO BP, Kredyt Bank, WARTA, Amplico, Inteligo, BPH, Polcard, 
Warsaw Stock Exchange 

Industry, trade and 
services 

Polpharma, Polska Wytwórnia Papierów Wartościowych, Toyota Motor 
Poland, Vattenfall, PLL LOT, ZEP-INFO (ZE Płock), Zakłady Energetyczne 
Okręgu Radomsko-Kieleckiego 

Science ACK Cyfronet – AGH, Poznańskie Centrum Superkomputerowo-Sieciowe, 
University of Warsaw 

Mass Media Telewizja Polska, TVN, Canal+ Cyfrowy, Polskie Radio, Agora, Axel 
Springer Polska, IDG Poland, Onet.pl, Interia.pl, Gadu-Gadu 

Public sector Supreme Court, Ministry of Foreign Affairs, Ministry of Finance, Ministry of 
National Defence, National Electoral Commission, Poczta Polska, Patent 
Office 

Source: ATM 
 
 

Subsidiaries 
   
Technological incubator 
Last year, ATM entered the new path of development through capital investments in ‘start-up’ 
technological companies. In its portfolio it has subsidiaries dealing among others with mobile 
payments system (mPay), workplace computer outsourcing (ATM Services), sales of music 
and films broadcasted on the radio and TV stations (rec-order). At the end of last year the 
Company continued the increase by acquisition, taking over shares in IT company – KLK 
Technologie Informatyczne, and in the beginning of this year in Sputnik Software, software 
producer. Below are described the most important subsidiaries of the Group: 
 
mPay 
mPay S.A. prepared, and still develops mobile payments system which enables realisation and 
settlements of payments made with the use of mobile phone. The value of mPay solution is 
based on several factors of which the most important are: 

 
• speed and comfort of use,  
• full mobility and universal method of payments realisation regardless of their kind 
• high security of transactions, and what is particularly important 
• possibility to make a payment with the use of any mobile phone operating in mobile 

operator network without any modifications or phone or SIM card configuration. 
 

Mobile payment services may become a significant supplement to debit cards or „Premium 
Rate” telecommunications services, in particular with regard to micropayments or so called 
burdensome payments (e.g. payments for drinks from vending machine, tickets and parking 
fees). 
 
The mPay solution employs USSD (Unstructured Supplementary Service Data) technology. 
USSD channels enable safe and fast data transmissions via GSM networks between mobile 
users.  
 
The first GSM operator to start testing mPay is Polkomtel which is currently testing the service 
on a select user group. A commercial launch is slated for mid-year, and rollouts in other 
operator networks will start in September 2007. 
 
Initially, Polkomtel’s customers will have access to mPay in selected retail chain locations in 
and around Warsaw (e.g. several McDonalds restaurants), and via the Web. 
 
mPay SA has signed over ten letters of intent to implement mobile payments. By the end of the 
year, mPay payments will be available in restaurant chains, stores, and Internet services, 
vending machines, and taxis, and for money transfers by individuals. Later, mPay will also be 
used to pay parking fees and buy public transport tickets (letters of intent to that effect are 
already in place).  
 
mPay is a potentially lucrative and promising solution in that its implementation is not 
expensive (it requires no separate payment terminals, and vending machines will only need 
small additional modules), but the benefits for the different links in the mobile payment value 
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chain (mobile operators, banks) can be substantial, which is why we expect them to engage in 
a vigorous promotion of this mode of payment. 
 
In January 2007, under the decision by the President of the National Bank of Poland, mPay 
S.A. received the permission to run authorization and mobile payments settlements systems, 
and therefore ATM obtained a Settlement Agent status. Consequently, by obtaining the NBP’s 
decision, mPay has acquired such status as the first entity in Poland with regard to realization 
of mobile payments. Owing to that the Company will be able to provide public service of m-
payments on domestic market. Those services will be provided on the basis of author’s, 
innovative technological solutions and own patent applications in 57 countries. Innovative 
technological solutions enable use of each mobile phone available on the market, as well as 
are adjusted to the new solutions such as Near Field Communication promoted by VISA and 
Nokia company.  
 
mPay users will register in the mPay system via a Website or a partner bank.  
The mobile transactions will be charged against a pre-paid mPay account or against the user’s 
bank account with the partner bank.  
Pre-paid users will be automatically registered in the mPay system after they top up their mPay 
accounts and provide their mobile numbers. 
 
The direct cost per mPay user is the cost of a USSD connection, which may differ from mobile 
service provider to mobile service provider, but which is expected to be the same as the cost of 
a standard text message. 
 
The mobile payment fees that mPay S.A. will charge from acquirers will be approximately the 
same as intercharge fees on card payments, and will constitute mPay S.A.’s revenue. The 
direct cost will be the fee income shared equally between GSM operators, banks, and mPay 
SA. 
 
Presentation of mPay system at the 3GSM Congress in Barcelona 
This year, at the 3GSM Congress – the most important meeting of mobile telecommunications 
industry in Barcelona mPay presented universal mobile payments systems enables quick and 
secure realisation of transactions with the use of mobile phones. The Company presented 
among other things payments in vending machine with beverages, automatic sale of tickets, 
payments in restaurants and shops, settlements of internet transactions, home shopping, 
mobile accepting of bets for lotteries, parking systems and money transfers between private 
individuals. The comprehensive solutions prepared in co-operation with partners were 
presented: mobile transaction in vending machines (BKtel Germany), cash register (Novitus), 
POS terminal for debit cards (Optimum) and food service systems (Softech Bis). 
 
Many companies (about 30 applications) showed interest in introduction of mPay system, and 
in particular mobile phone operators from developing countries (serving several hundred 
thousand customers), where electronic payment instruments are poorly developed and the use 
of mobile payments functionalities in dynamically developing mobile phone networks may be 
an interesting and cheap alternative for them.  

 
The Company also managed to establish interesting contacts both with representatives of the 
biggest organisations issuing debit cards and competitive solutions existing on the market or 
being already in testing phase. They were often of the opinion that mPay system that 
integrates innovative Near Field Communication may be excellent and much cheaper 
alternative for initiatives promoting solutions based on the latest device solutions such as RFID 
readers employed by sellers and NFC phones which require building of necessary 
infrastructure from scratch. The advantage of mPay system consist in the fact that it serves 
both phones already available on the market and also supports the latest phones with NFC 
function which accelerates and lowers the cost of building the market of mobile payments 
users. 
 
mPay development prospects abroad. 
ATM Mobile – ATM affiliated company – soon will change its name into mPay Global. mPay 
Global will be responsible for establishing companies that serve mPay system abroad. Co-
operation with foreign partners may be carried out according to one of the two scenarios. 
mPay will establish the company and contribute mPay technology and know-how concerning 
the operation of the system. Foreign partner will contribute capital and the knowledge of local 
market to the company. A newly established company will develop mPay service in that 
country. According to other option it is assumed that license for mPay will be sold to foreign 
partner (single payment) and additional annual fee be taken for using mPay service. 
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ATM will aim to implement the service amongst the largest possible number of GSM operators 
on local markets irrespective of the international agenda for mPay, and try to set a standard for 
mobile payments. The Company will avoid monopolisation of mPay mobile payments system 
by one GSM operator in the local market. 
 
Mobile payments market 
mPay operates on prospective high growth potential market. According to ADLittle consulting 
company, the value of income connected with m-payments realisation will increase globally 
from USD 3.2 billion in 2003 to USD 37.1 billion in 2008. Innovative and comprehensive nature 
of mPay service and relatively poorly developed competition allow looking optimistically at the 
possibilities to create by the Company the world standard of mobile payments settlements. 
 

 
Expected growth of m-payments market value 

 
 

ATM offers service of digital distribution film content through the Internet. The entity was 
established in co-operation with Monolith Films sp. z o.o. – leading film distributor, and 
therefore access to huge database of current film productions is ensured. ATM operating 
through Cineman, ensures secure access to film content for telecommunications operators, 
Internet providers over their networks and all broadband internet connections users. It is a 
pioneer initiative in Poland with such strong content support and as early as in the first months 
of operation it has achieved great success by signing with Telekomunikacja Polska S.A. 
(TPSA) the contract for supplying films within the service ‘video on demand.’ 
 
Since 1 March 2007, a new service – internet video rental has been made available by 
Cineman in BAIT network, independent internet service provider. It is the first fully commercial 
implementation of such technology. Internet cinema service covers comprehensive 
technological and programme service in the operator’s network. 
 
The above contract is another example of companies’ co-operation within the ATM capital 
group: Cineman provides technological platform and content, whereas ATM provides 
transmission services over its network. Cineman’s competitive advantage consists in fast 
implementation of that solution and launching the service.  
 
While the contract with TPSA concerns only content provision, the contract with BAIT network 
operator concerns selling VOD platform and content provision. ATM is focused on reaching 
and cooperating with most of local internet operators (such as in the case of contract with 
BAIT) in providing VOD solutions and content (DVD, HD DVD picture). 
 
A fee is composed of two elements in the case of the contract according to which Cineman 
provides technological platform and content to local internet operator (fee for the connection of 
user to the platform and another fee for content). The first part depends on the number of 
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users connected to the platform. The Company forecasts that for the connection of one user to 
VOD platform Cinemen will take single fee at the average level of PLN 2.00. This fee is 
indivisible and is taken as the whole by Cineman. The second part of fee (fee for content) is 
divisable. The user pays an average fee from PLN 6 to 12 according to the selected film. 50 % 
of fees for content will be transferred to license owner (e.g. Monolith), 15 % to local network 
operator. Cineman’s commission amounts to 35 % of user fee for content.  
 
The implementation of internet video rental service in local Internet operator does not require 
any expenditures of local operator. It results from the fact that local network users are 
connected to Ethernet network which is characterised by high bandwidth of data inside the 
network. Global operators who want to have VOD service in their offer must invest in 
equipment that enables sending content with at least 2 MB/s speed. It results from the fact that 
Cineman provides content in DVD and HD DVD quality. A bandwidth connection which is lower 
than 2 MB/s makes a comfortable use of VOD service impossible. 
 
rec-order sp. z o.o. 
rec-order sp. z o.o. deals with mobile sale of music and related digital content. The rec-order 
system feeds on the growing popularity of “impulse purchase” marketing techniques. Built on 
innovative technology solutions, it enables shopping for digital content and interactive services 
offered as part of audio/video streams broadcast by radio and television broadcasters. The 
rec-order service combines an online store, a voting platform, and a gateway to prize-winning 
contests and competition. By pressing one button on the mobile’s keypad, the user can buy the 
song s/he is listening to on the radio or the film s/he is watching on a TV channel at the 
moment, or take part in an interactive game. A pilot solution was implemented in co-operation 
with the ‘Radiostacja’ radio station and the mobile provider ‘Heyah.’ With time, rec-order will 
find more radio and television broadcasting partners, and will be provided via other mobile 
networks. The activity of Rec-order Sp. z o.o. was temporarily suspended until the commercial 
launch of mPay mobile payments.  

 
iloggo sp. z o.o. 
iloggo sp. z o.o. has intellectual property rights to technology used for the creation of flexible 
graphic interfaces for internet applications, collection of data on users’ preference profiles and 
supporting the activity of newsgroups. On that basis, last year it launched service that enables 
users quick and intuitive access to favourite location on the network. The service refers to Web 
2.0 idea and organizes access to interesting links accessible in the same form from every 
computer connected to Internet. 

 
iloggo is also an internet search engine which algorithm assumes that the most valuable 
services are those visited by the users not those which most links lead to. The more users 
regularly visit given service and keep it in their Favourite files the higher search position it has 
in search results. Users may recommend websites he/she considers valuable and share 
his/her links with friends. One may also use the recommendation of other users of the service. 
 
The number of registered user increased significantly as the results of marketing campaign 
that had been carried out. The service had 10.000 registered users at the beginning of June. 
Despite the significant growth of the number of registered users the Company wants to finance 
another advertising campaign without which the number of registered users considerably 
decreased. ATM S.A. is bent on gaining a partner to continue development of the service 
together. If ATM will not gain a partner iloggo Sp. z o.o may be sold.  
 
According to ATM, technological solutions belonging to iloggo company may also be used to 
support sale in other entities of ATM S.A. capital group, e.g. to build thematic services 
concerning interactive television services or offer digital contents.  
 
ATM Services sp. z o.o.  
The company provides services of comprehensive outsourcing of computer workplace for 
small and medium enterprises. Functioning of the company is considerably based on 
partnership with Dell Company which provides computer equipment together with software as 
well as co-operation with ATMAN network belonging to ATM which make telecommunications 
infrastructure available. The company’s activity is based on effective cost model with high 
standardisation of available offers and the possibility to copy those services at low cost in any 
place and at the same time keep assumed price and quality performance.  
 
ATM Services success may result for ATM group in emerging of effective sale channel to small 
and medium enterprises segment through which also the new products may be offered in the 
future.  
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KLK Technologie Informatyczne sp. z o.o.  
The Company is a provider of advance IT services and one of the longest operating IT 
systems integrator in Poland that is present in financial, energy and SME sectors. It specializes 
in consulting, projecting, implementing and repair services with regard to advanced power 
supply systems, telecommunications engineering networks and computer systems. The 
Company distinguishes in particular unique competences in designing of power supply 
systems being one of the most important elements of the security infrastructure connected with 
requirements of so called Business Continuity Planning in financial institutions or big 
telecommunications operator. KLK and ATM offers are complementary and enrich offer 
possibility of those both companies. KLK runs activity of the nationwide range in Poland. It has 
branches in Katowice, Poznań, Warszawa and Wrocław. 
 
In October 2006, ATM took over form the former shareholders 78.74 % of shares in that 
company for the total amount of PLN 14.96 million. Payment was made in two instalments. 
The first instalment of the amount of PLN 6.75 was paid cash. Within the second instalment 
sellers will take over in total 68.602 shares from the new issue ATM G series through the 
private subscription procedure which will be passed by the Management Board within 
registered capital in February this year. The share price will be PLN 119.20 which is an 
average ATM share price from quotation of the month preceding the conclusion of the 
investment contract. ATM’s share capital appreciation was registered by the court on 2 March 
2007. 
 
Sputnik Software sp. z o.o.  
Sputnik Software deals with software production and provision of IT services for public sector. 
The Company is the leader on the market of software solutions for self-government 
administration for which the new software package in the series ‘modern office’ is addressed 
to. The Company has also chalked up large IT systems of advanced architecture such as 
nationwide system for the management of self-government unit’s budgets implemented for the 
Polish Ministry of Finance.  
 
‘Start-ups’ slight impact on results noticed this year  
Except for KLK Technologie Informatyczne and Sputnik Software, the remaining subsidiaries 
are at the initial stage of development, and therefore their impact on this year’s financial results 
will be insignificant. ATM’s Management Board expects a considerable increase of the 
Company in consolidated results within 2 – 3 years.  
 
Possible sale of shares and licenses  
ATM develops activity of subsidiaries on the idea of a peculiar technological incubator that 
supports their development with finance and R&D activity. The company does not exclude the 
possibility to sell a part of shares in the above-mentioned ‘start-up’ companies to other branch 
or financial investors and consequently gain considerable profits. Sale of licenses or patents in 
particular countries is also possible.  

 
 

Growth Prospects 
   
Organic growth  
In the next years, organic growth of income at the level slightly exceeding the growth of the 
whole IT market is expected. Whereas, our attention is paid to growing competition which 
results from good prospects for the whole IT market. 
 
Stronger move into new market segments  
In 2007, ATM intends to focus stronger on the following market segments: 
 

• Medical services 
 
Growing private health care sector and intended legislative amendments and visible increase 
in interest in that market of financial institutions, insurance companies and banks influenced 
upon taking organisational decision aimed at development of ATM S.A. activity in this field. 
The Company’s Management Board appointed business unit operating as ATMED which is 
responsible for the service of medical service market  
 
Health market experts in Poland expect fast and dynamic improvement in health care financing 
system in both public and private sector. According to ‘Rynek Zdrowia’ monthly (December 
2006) Poles’ expenditures on health care outside the public insurance system amounted to 
PLN 20 billion in 2005. Private health insurance will influence on significant growth of that 
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sector range. The European Union’s financial support will be the element which considerably 
contributes to the sudden improvement in financing of health market in the coming years. The 
enormous stream of the European money within the framework of so called structural funds 
(EUR 67 billion) will flow to Poland in 2007-2013. Additional financial resources are allocated 
to the European Commission priority program called e-Health which aims at the use of IT 
technologies to create health protection system that will be efficient and sensitive to the 
European citizens’ needs. 
 
Amongst the biggest planned enterprises in our country one can indicate building of the 
nationwide IT systems i.e. the National Healthcare System, a system managing settlements 
with the National Health Fund (NFZ), or a register of medical services (RUM). Big companies 
have already been engaged in those projects and ATM does not aim to compete with them. 
The Management Board looks for the particular chances in modern graphic diagnostics, 
telemedicine, Electronic Patient Record systems and secure storage and disclosure of data. 
The Company enters this market segment with its own product, namely ATM SAT 
(Teleradiologic Archive System). Based on the idea of video movies archive developed for 
media, the project was further developed for the purpose of archiving picture in DICOM format 
generated by modern digital diagnostic devices (X-ray apparatus, CT, NMR, PET). The project 
to create teleradiology archive received financial support from Ministry of Science and Higher 
Education. Several private medical entities is interested in ATM SAT services. 
 
ATM is the partner of Warsaw’s Cardiology Institute as part of the CTM-HeartNet project which 
is aimed at building of the nationwide telemedical centres network in the field of prevention and 
fight against circulatory system diseases. CTM-HeartNet is on the list of key projects under the 
Operational Program ‘Innovative Economy 2007-2013’. 

 
• Public administration  

 
The Company aims at intensifying its actions in public administration sector. The planned 
investment in Sputnik Software company which basic activity consists in creating, 
implementing and technical service of software systems supporting a work in offices shall 
serve that aim. ‘Nowoczesna Gmina’ program conducted by Sputnik company and based on 
idea of adjusting administrative units to 21st century standards is the conception of co-
operation of many elements which will influence upon the scope and quality of services for 
citizens and enterprises provided by the offices.  
Moreover, on the basis of products and its own or other companies from capital group 
competences, ATM intends to offer a comprehensive package of solutions, including: 
 

• software supporting work of the offices – Sputnik; 
• solutions for electronic signature – ATM and Sputnik; 
• services connected with building Internet solutions (e-government, BIP) – ATM and 

Sputnik; 
• local networks, supply and technical service of equipment – KLK, ATM Services; 
• wide area networks, telecommunications services, data centres – ATM (as ATMAN); 
• outsourcing services – ATM Services. 

 
• Small and medium enterprises  

 
Former offer of the company was mainly aimed at big entities. Considering the growing 
importance of that sector ATM S.A. Management Board decided to address a part of offer to 
small and medium enterprises which will dynamically increase their demand for 
telecommunications and IT services in the coming years. Within the developed package of 
solutions for that group the Company intends to offer: 

 
• modern telecommunications services ATMAN; 
• effective outsourcing of computer workplace (ATM Services); 
• dedicated solutions based on co-operation with partners:  

o computers – Dell, 
o basic software packages – Microsoft; 
o network solutions – Cisco, 

• co-operation with providers of business applications. 
 
Growth through innovation 
The company’s prospects of development in that segment are much more interesting, but at 
the same time connected with much higher risk. Innovative projects ATM has at present in its 
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portfolio may considerable increase the current results of the Company if the new technology 
will be positively accepted. One should remember that prospects and development scale 
depend upon many external factors beyond the control of the Company such as users’ 
acceptance rate concerning new services or time that is necessary for competitors to eliminate 
consequences of technological advantage ATM presently has. In our opinion the following 
projects stand a chance for quick development in relatively short term: 
 

• mPay – mobile payments system 
• ATM InternetTV – interactive television 
• ATM Services – comprehensive outsourcing of workplace 
 

Strategic alliances with global partners 
At the end of last year, ATM signed co-operation contracts with the world potentates in IT 
industry: Cisco Systems, Dell and Microsoft. The contract with Dell concerns co-operation 
(among other things computer supply) in the workplace outsourcing project run by ATM 
Services. Co-operation with the other companies concerns among other things common 
research on the new products (among other things a device for transmission of internet signal 
to TV screen) which enable among other things a supply of multimedia content to individual 
clients. While we do not expect from that considerable ATM results in short term, whereas it 
proves that ATM position on modern IT solutions market is strong and know-how it has is 
appreciated by the world giants of ICT industry. 
 

 
Risk Factors 

   
We have distinguished several risk factors that may have negative influence on the Company’s 
activity and its future results. In our opinion the following are the most important ones: 
 

• Risk connected with development of subsidiaries – consolidated financial results of 
ATM Group may be affected in the future by the financial results of subsidiaries such 
as mPay, Cineman, rec-order and other subsidiaries belonging to the ATM capital 
group. Taking into account that those companies have only recently begun their 
activity on the emerging markets it is very difficult to estimate their future results and 
perspectives in the coming years. The risk exists that with regard to the price or the 
level of technological advancement some of solutions may not be purchased by target 
customers group. The Company’s profitability may be affected by the sales plan for 
new solutions which have not been implemented. It is worthy of attention that the 
constant control of investment processes and in-depth market analysis may 
considerably decrease the risk connected with development of subsidiaries.  

  
• Risk connected with the possibility to gain profits from the sale of possessed assets – 

in 2005 and 2006 sale of a part of assets and then sales and lease back of those 
assets had significant influence upon ATM’s financial results. Sale profits had a 
positive influence on the operational result and net result in those periods. The 
Company declares that such situation was not a single action and the sale of 
possessed and/or produced assets is intended depending on market conditions. 
However, the risk exists that the Company may not gain sufficiently satisfactory price 
while trying to sell assets in given reporting period. Then it may be the case that the 
sale of assets will take place just in the next reporting periods. 

 
• Risk of changes in the lease agreement covering data communications channels 

leased from Telekomunikacja Polska S.A. Under the lease agreement, the Company 
for the purpose of running its activity use channels belonging to Telekomunikacja 
Polska S.A. Change of the former contractual conditions may result in raising the cost 
connected with the use of those channels. Some guarantee is the possibility to 
renegotiate the contracts concluded between ATM and its customers in the case of 
change of the contract by Telekomunikacja Polska S.A., but also rebuild own network 
and base it on alternative connections and technologies. Moreover, legal provisions 
concerning dominant entity (Telekomunikacja Polska is considered to be a 
monopolist) does not provide for raising prices in the way that is different from market 
principles.  
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Financial Standing 
 
 

Shareholders, the SPO 
 
Current shareholding structure 
The share capital of ATM S.A. is divided into 3,295,642 shares of “A”-“G” stock with a par 
value of PLN 7.6, including the “G” shares placed to shareholders of KLK Technologie 
Informatyczne (68.6 thousand shares). The current shareholder structure is as follows:  
 
Current shareholder structure 
 

T. Czichon
26%

R. Szwed
14%

Polsat OFE
8%Piotr Puteczny

6%

Others 
46% 

 
Source: ATM, shareholdings as of 27.01.2007 
 
The new Secondary Public Offering covers up to 1,204,358 new “H” shares with dividend 
rights. On 22 November 2006, ATM’s Extraordinary General Assembly adopted Resolution 
5/2006 to amend the Articles Of Association and authorize the Management Board to increase 
ATM S.A. share capital up to the amount of authorised capital. Shares of ATM’s “A”-“H” stock 
entitle their holders to receive dividends from FY2006 profit. For lack of capital, major 
individual investors are not planning on exercising their rights and increasing shareholding 
interests in ATM S.A. Assuming that all offered shares are taken up, the shareholder structure 
post-SPO will be as follows: 
 
Target shareholders structure 

T. Czichon
19%

R. Szwed
10%

Polsat OFE
8%

Piotr Puteczny
5%

Others
58%

 
Source: ATM, BRE Bank Securities 
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SPO objectives 
ATM intends to allocate the capital raised through the SPO as follows: 
 

1. purchase a minority stake in Linx Telecommunications, the Dutch telecommunications 
operator (approx. EUR 16.5 million) 

2. build radio access infrastructure for small and medium enterprises (approx. PLN 40 
million) 

3. expand the broadband optical fibre infrastructure (approx. PLN 55 million) 
4. invest in new product platforms: mPay, Cineman, POS-TV – (approx. PLN 30 million) 
5. pay the laon taken out to acquire KLK shares (PLN 6.7 million) 

 
Re: 1 – investment in Linx Telecommunications’ minority package 
Operator runs activity in the form of the company established several years ago. At present 
intensely invests in building infrastructure – connections (mainly optical fibre), contact points 
with other operators operating in the region, collocation areas and services management 
centres. Linx has the submarine cable on Stockholm – Talin trail (about 600 km in length 
Finnish and Russian border – 24 pairs of optical fibres). Moreover, Linx takes a lease of optical 
fibres on Stockholm – Helsinki trail (about 800 km in length Finnish and Russian border).After 
the ATM acquisition, the share capital of Linx Telecommunications will amount to EUR 55m –
ca. EUR 38m contributed in cash by existing shareholders and EUR 16.5m contributed by 
ATM.  
 
Shares constituting over 50 % of Linx Telecommunications share capital are the property of 
the companies controlled by Koop, the Dutch holding. After appreciation of share capital and 
taking shares of the new issue by ATM the companies controlled by Koop will have shares 
which constitute in total about 45 % of Linx Telecommunications share capital. According to 
investment agreement that has been signed, ATM will takeover 22 % of Linx increased share 
capital. Taking of shares by ATM will take place not later than 31 August 2007 
 
ATM and Linx Telecommunications aim at the increasing of ATM engagement in Linx share 
capital. Purchase of Linx shares by ATM or exchange of ATM share to Linx shares shall take 
place within the next three years. As the result, ATM’s share in the total number of votes at 
Shareholders General Assembly of the Dutch operator will exceed 50% threshold (ATM aims 
at gathering majority package of Linx Telecommunications shares). 
 
Capital that was brought in to the Company by its shareholders enables to get complex range 
of activity in short term by keeping a high growth rate of infrastructure in the initial period. In 
2006 Linx Telecommunications gained income from sale at the level of EUR 10 million. The 
plan for 2007 assumes that Linx will achieve income from sale at the level of EUR 20 million 
and EBITA profit at the level of EUR 2 million. 
 
 
Linx Telecommunications BV’s sales revenues 
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Source: ATM 
 
Entrance to the Polish market and establishing co-operation with ATM at the operational level 
in the filed of transmission of data, collocation and similar services which have formerly been 
provided by operator on the other markets are synergies which can be achieved at once. 

F 
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Important additional element which persuading the parties to take up co-operation is the 
common belief in the high value of innovative approach to IT services applied in ATM S.A. 
activity. A combination of competences in the field of telecommunications, IT systems 
integration and software production makes room for the extension portfolio of services offered 
to customers and use synergy between them (so called cross-selling). The issuer intends to 
use position and contacts of operator on foreign countries’ markets of the region in order to 
offer on that market complete portfolio of its services. Main development directions with this 
regard will be services strongly connected with telecommunications i.e. network distribution of 
multimedia content (including Video on Demand), mobile payments and IT services on 
demand, and in particular advanced hosting (including making available of technological 
platform for business services). 
 
The Company estimates within the next years that ATM thanks to financial and technological 
support may gain annual income of about EUR 100 million at gross profitability close to 10 %. 
 
Re:2 – investment in gaining access network which enables getting to 
customers of SME segment 
The second investment target is to build infrastructure which will enable access to the new 
market segment – small and medium enterprises and self-government units. Assumed 
customer growth rate concerns gaining over 5 thousand customers by the end of 2008 and 
almost double that number by the end of 2009. The investment plan assumes ensuring of the 
high degree of covering territory of Poland with access network which is connected with the 
necessity to use hybrid networks based on different telecommunications technologies adapted 
to technical conditions and business prospects of given customers and given geographical 
areas. The two main technologies were indicated: radio-access (mainly so called point-
multipoint) and DSL technology based on Bitstream Access service provided by TP S.A. As an 
option for lowering the costs of radio network operation with relatively slightly increased 
investment expenditures in the initial period, the method of gaining of building of own aerial 
masts used for installing of transmission system antennas was adopted.  
 
Financial results estimated by the Company on the basis of assumptions presented above 
indicate that it is possible to make target income from the investment in question at the level of 
PLN 42 million and gross profit about PLN 6 million. 
 
Re:3 - extension of broadband optical fibre infrastructure 
The extension of optical fibre network will consist of two stages. Firstly, it will be extension of 
Warsaw network and building of the new networks in other cities (among other things in 
Katowice, Kraków, Poznań and Trójmiasto). The second stage will cover modernisation and 
building of new access nodes which will enable to increase network’s bandwidth from 1Gb/s to 
10Gb/s. It is important for offering additional service of the Company e.g. multimedia content 
(Video on Demand etc.) 
 
 
Re:4 - investment expenditures on the new product platforms 
In this point the expenditures concerns among other things the investment in settlement centre 
for mPay company or investment in sets for transmission of advertising in point of sales (POS 
TV). Total amount of PLN 30 million has not been precisely divided into particular projects. It 
will take place in the course of particular projects and demand for capital. 
 
SPO schedule 
July 2nd, 2007  Prospectus release as three documents 
July 10th, 2007 Offering Price / number of Offered Shares set 
July 16th, 2007 Date of Record 
July 17th-20th, 2007 Beginning of rights trading  
July 17th-25th, 2007 Primary and Secondary subscriptions for Offered Shares 
August 2nd, 2007  Subscriptions for shares not subscribed for in the primary and 

secondary subscription period 
July 3rd, 2007 Allocation of Offered Shares  

Source: ATM 
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Revenues 
   
Robust growth 
In 2003 – 2006 dynamic growth (+76 %) of the Company’s income was noted from PLN 72.8 
million in 2003 to PLN 127.8 in 2006. Income structure in that period was quite stable. In 2003 
over 86 % of total income came from systems integration and telecommunications services 
and identical participation was generated by the same groups last year. It is expected that in 
the next year participation of those groups will decrease for other three groups of services 
(security services, applications and multimedia services). However, the participation of integrity 
and telecommunications services will be still prevailing. One should remember that most of 
ATM contracts combine competence of system integrator, telecommunications operator and 
software producer which is the key competitive advantage of the Company. For that reason, 
sale of integration and telecommunications services are often strictly connected with each 
other. 
 

Company’s income divided into the groups of services  
Groups of products and services 2003 2004 2005 2006
IT infrastructure Integrated systems  33.6 49.4 60.3 78.3
Telecommunications and value-added services 29.3 40.2 45.1 51.9
Business security solutions and services  2.6 2.7 5.5 9.7
Application solutions 7.3 2.8 5.8 4.5
Multimedia solutions and services  0.0 2.6 2.8 1.2
TOTAL 72.8 97.8 119.6 127.8
Source: ATM 

 
ATM SA revenue structure (2003 vs. 2006) 

Source: ATM 
 
Telecommunications sector – the key customer  
The biggest part of ATM income is generated from telecommunications sector customers 
(including cable television). Last year, the sale of that sector constituted over 41 % of total 
income, whereas 53 % in 2006. According to the income gained the second position is taken 
together by industry-trade-service sector (approx. 19 % participation in 2006). In comparison to 
the previous year the participation of financial industry decreased (approx. 12 % in 2006). In 
the consecutive years decreasing participation is expected in telecommunications sector for 
public sector, SME and health sectors to which ATM wants to pay more attention to in the next 
few years. Attention should be drawn to the fact that in particular quarters the participation of 
given customers in ATM income may be slightly different from average level e.g. because 
several unit orders of considerable value were realised at the same time. However, it levels in 
longer term. 
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ATM’s revenues by type of customer 

 
Source: ATM 

 
Seasonality 
As usual, the fourth quarter is the best period for the company, alike in the most of IT 
companies. In last years, the sale in 4Q was 32-36 % of the total annual income. It is expected 
that in consecutive years, seasonality of results will decrease because of the growing 
participation of constant, long-term orders. Nevertheless, the end of the year will still prevail. 
 
Revenue seasonality (2004-2006) 
 

0 

5 000 

10 000 

15 000 

20 000 

25 000 

30 000 

35 000 

40 000 

45 000 

1Q04 2Q04 3Q04 4Q04 1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06
0%

5%

10%

15%

20%

25%

30%

35%

40%

Quarterly sales % of annual sales per quarter 

 
Source: Company 
 
 
 
 
 
 
 

0% 
10% 
20% 
30% 
40% 
50% 
60% 
70% 
80% 
90% 

100% 

2003 2004 2005 2006

telekomunikacja przemysł, handel i usługi media govt other financialTelecommunications Industry, trade and services 



ATM 

2 July 2007 39

BRE Bank Securities 
 

 BRE Bank Securities 
 

Margins 
   
Steady rise in EBITDA margin 
For dozen or so quarters downward trend of gross margin on the sale is visible (from over 40% 
in 3Q03 to 33% in 3Q06). On the one hand it results from the growing participation of goods in 
the sale structure, and on the other hand general trend of some standardisation of solutions 
and growing competition which have influence on decrease of realised margins. In our opinion 
it is not an alarming phenomenon because the Company carries out strict cost control and 
thanks to it four-quarter trailing margin corrected itself from 9 % in 1Q05 to 16% in 4Q06 at the 
EBITDA level. One should consider that this margin is corrected of single events (sale of real 
estates in 4Q05. The real EBITDA profitable (four-quarter trailing margin) amounted to 4Q06 
31%. 
 
Change of the cost presentation method 
In financial statements for 2005 the change of assignment of part of general management cost 
to cost of production of sold products was introduced. This change did not result from the 
change of the Company operation method but the change of the company that examined 
financial statements. According to opinion of current auditor, two types of cost – remuneration 
of persons employed in the company at engineering positions and depreciation of 
telecommunications network (in total PLN 9.7 million in 2004 and PLN 12 million in 2005) were 
transferred from the cost of general management to cost of production.  
 
While the first change has no influence on the Company’s results, whereas it make analysis of 
its quarter results slightly difficult i.e. annual data are corrected and quarterly data except for -
4Q06 and 3-4Q05 are not corrected. It makes that to the level of sale profit annual and 
quarterly data are not fully comparable. In this connection we will not present quarterly gross 
margin on sale and instead of it we present margin on sale. The considerable increase of 
EBITDA margin results from entering into books the sale of real estates (4Q05) and a part of 
optical fibre network (4Q06). 
 
Net margin, EBITDA margin (four quarters trailing) 
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Source: ATM, BRE Bank Securities 
 
Q4’05 property sale boosted profitability  
Profitability increased in 4Q05 to 16% at the net level which results from entering into book the 
real estate (read on for details) in that quarter. ATM has made a similar transaction (sales and 
lease back of the part of optical fibre network) also in 4Q06 that had significant influence on 
results in 4Q06. Having corrected the actual results of the above events (in order to present 
the profitability of the basic activity of the Company) net margin has been remaining at the 
same 5-7% level for over 2 years. Whereas, it is to be stressed that in the next years ATM 
intends to generate significant part of result in the remaining operational activity. 
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Adjusted and actual net margin  
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Source: ATM, * - adjusted for a real estate sale in 4Q05, and sale of a part of an optical fibre network in Q406 
 
 

Investments 
   
PP&E expenses 
The majority of investment expenditures of the Company concern the expansion of ATMAN 
telecommunications network. Last year, ATMAN allocated PLN 17.1 million for material 
investments, including almost PLN 9 million for building of ATMAN network. Former cost of 
building of optical fibre network is estimated by the Company on PLN 30 million. In 2007 – 
2008 ATM plans to allocate PLN 125 million for investments and approx. PLN 95 million of that 
sum for extension of infrastructure for the provision of telecommunications services, including: 
 

• extension of optical fibre network (approx. PLN 20 million), 
• modernisation and increase of the efficiency of transmission devices (approx. PLN 35 

million) 
• building of telecommunications access infrastructure for small and medium 

enterprises and administration units on the basis of radio technology and connections 
juxtaposed within the framework contract with TP S.A. so called BSA contract 
(bitstream access). The investment enables gaining quick access to strategic 
segment of the market without very expensive acquisition process of other entities 
(approx. PLN 40 million) 

 
The remaining PLN 30 million shall be allocated for the development of the new products in co-
operation with ATM subsidiaries. New products development will cover among other things 
mobile payments system (mPay), digital distribution of content – video on demand type 
(Cineman) and advertising television in points of sale (PoS TV). 
 
Capital investments 
Capital investments are important in the Company’s strategy. ATM holds advanced talks which 
aim at purchasing the controlling interest in companies of telecommunications and IT sector. 
Capital investments are in line with ATM operation strategy that aims at purchasing the 
controlling interests in companies which would complement its offer of the new complementary 
products and services, or in other entities operating in profitable market niche. Former 
acquisitions cover the purchase of majority shares in domestic IT companies i.e.: KLK 
Technologie Informatyczne and Sputnik Software. 
 
The Company considers taking over of the minority package of shares of the new issue of Linx 
Telecommunications BV, international telecommunications operator that runs business mainly 
in the Central and Eastern Europe countries. The size of investment will amount to EUR 16.5 
million and be the introduction to further capital engagement, including the possibility to 
takeover the majority share in the future (within approx. 3-4 years). Thanks to that investment, 
the Company wants to achieve a significant position in providing services of mass transmission 
of data in this region of Europe and create a new generation telecommunications operator of 
international significance. 
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Capital investment plans 

Groups of products and services Sector

Estimated 
transaction 

date Amount Probability 

Linx Telecommunications telecommunications 2Q07 EUR 16,5 mln  
Depends upon SPO 

success
Source: ATM 

 
 

Dividend Policy 
   
ATM S.A.’s management adopted a new dividend policy according to information provided in 
current report nr 25/2006 of 8 June 2006. According to the Company’s Management Board, 
ATM S.A. the shareholders should be convinced that except for benefits resulting from the 
growth of stock exchange value their investments in the Company’s shares will be secure and 
profitable investment in comparison to other investment methods irrespectively of the stock 
exchange economic situation.  
 
The Management Board considers that the Company shall pay to shareholders dividend that is 
higher than interest received from capital investments. Therefore, it was decided that the 
Management Board will conduct the Company’s activity in a way that enables annual payment 
of dividend which is not lower than EURIBOR interest rate for annual deposits in EURO, 
increased of 5 % and calculated according to the current market value of the Company. The 
Company’s market value will be calculated as the arithmetic mean of closing quotations from 
shares’ quotations at Warsaw Stock Exchange in the last month of the accounting year. 
EURIBOR interest rate will be taken for the last quotation in the last day of accounting year. 
  
ATM S.A. Management Board will recommend the General Assembly of the Company to adopt 
dividend payment after each accounting year in the amount determined above. 
 
Doing so, the Management Board claims that shareholders’ right to dividend shall be 
considered irrespectively of the Company’s demand on capital that is necessary to further fast 
development, long-tem investment financing or taking over other entities. Shareholders who 
put their trust in Company and entrusted it their resources shall be entitled to dividend. The 
offers to increase of capital are addressed to the new investors or investors who plan to 
increase their capital engagement in the Company and see it as the possibility to gain big 
profits in the future. 
  
 

Other Considerations 
   
In 2005-2006 ATM S.A. concluded two contracts for fixed assets’ sale (real estate at 
Grochowska Street and a part of optic fibre network in Warsaw). Those transactions are not 
considered by ATM S.A. to be an unusual event because the Company also plans to gain 
profits from qualified income as remaining operational income. Sale and lease back of fixed 
assets transactions are described in details below.  
 
Real estate sales 
On 21 December 2005 the Company concluded with Fortis Lease Polska sp. z o.o. an sale 
contract concerning perpetual usufruct of real estate and property right of building located in 
Warsaw on the real estates at ul. Grochowska 21a and ul. Jubilerska. The General 
Shareholders Assembly consented to that transaction in its resolution no 10/2005 of 16 
December 2005. The net price of the subject of transaction was fixed at PLN 40.5 million. At 
the conclusion of the contract the book value of purchased real estate amounted to PLN 27.02 
million. The difference between book value and transaction price was transferred to remaining 
operation income of the Company.  

 
Real estates leases  
In connection with the conclusion of the above contract for the sale of the perpetual usufruct 
rights on the real estate and property rights on building, on 21 December 2005 ATM S.A. and 
Fortis Lease Polska sp. z o.o. concluded lease contracts for those properties. The lease 
contracts were concluded for 180 months. The initial value is EUR 1.05 million for the land and 
EUR 9.6 million for buildings. 
 
The monthly amount of lease payments is EUR 66.87 thousand. The payments are calculated 
with the use of equal instalment method on the basis of internal rate of return (IRR) which is 
annually equal to base rate increased of margin above base rate in relation to subject of lease 
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value denominated in currency of the contract. The residual value of the subject of the lease 
was determined at EUR 5.57 million. 
 
Sale of a part of an optical fibre network 
On 28 December 2006, the sale contract for assigned part of optical fibre network composed 
of optical fibre cables with passive connection devices has been concluded between ATM SA 
and ATM Przedsiębiorstwo Produkcyjne (PP) sp. z o.o. Transaction covered 11.8 % of ATMAN 
IT network located within the territory of Warsaw. As the result of the conclusion of contract the 
property right to infrastructure in question was transferred to ATM PP sp. z o.o. In the 
consequence of the purchase ATM S.A. gained PLN 21.9 million income from purchase which 
was qualified as the remaining operational income, PLN 19.7 million gross profit and PLN 15.9 
million net profit.  
 
ATM PP Sp. z o.o. runs project and production activity concerning advanced electronic 
equipment, but also infrastructure investment activity. Purchasing company is interlinked by 
persons with ATM S.A. Two of four the Company’s shareholders and the members of the 
Management Board have also management positions in ATM S.A. (Mr Tadeusz Czichon, Vice-
President and Mr. Dariusz Kiełkowski, Proxy. In this connection both parties made every 
efforts to conclude the contract with due diligence and in accordance with the market 
conditions. 
 
Tenancy contract for optical fibre network  
In connection with the above sale contract for a part of optical fibre network concluded with 
ATM PP sp. z o.o., on the same date the companies concluded tenancy contract for 
infrastructure described above.  
 
Tenancy contract was concluded for 4 years period. Upon the expiry of 4 year period, ATM 
S.A. has a right of repurchase of leased part of IT networks for the price equals to the price of 
purchase of infrastructure by ATM PP decreased of paid capital instalments which has been 
estimated by the Expert as of the 31 December 2010 in the amount of PLN 15.35 million (net). 
 
ATM S.A. is obliged to pay ATM PP monthly payment amounting to PLN 245.3 thousand (net) 
for the use of optical fibre network in question. The rate of rental charge was established on 
the basis of actual cost of financing the purchase with bank credit (WIBOR 1M + 1,2% p.a.) 
increased of ATM PP Sp. z o.o. margin. ATM PP. Sp. z o.o. margin was established in the 
amount of 5% of credit rate which equals monthly PLN 13 thousand of income for ATM PP. 
 
 

Financial Forecasts 
 
Income 
In line with the management’s guidance, we expect 20% growth in ATM S.A. revenues this 
year. In our opinion this year will be better that the former one for the whole IT sector and the 
high competence and niche activity will enable ATM to growth faster than the market. The 
subsidiary KLK Technologie Informatyczne will significantly contribute to results at the 
consolidated level. Its income is estimated at PLN 58 million (+21% y/y). Additionally, ATM will 
consolidate results of another company (Sputnik Software) by the second quarter this year 
(according to our forecast its income amounts to PLN 3.7 million vs. PLN 2.3 million in 2006). 
At the consolidated level total sale is forecasted at about PLN 257 million (76% y/y. increase). 
Other operating income will include sales of ATM’s data communications assets. The value of 
this part of the company’s business was valued separately. According to the management, 
revenues generated from data communications assets will grow at a similar rate as sales of 
data communications services. In assessing the value of this portion of the core business, we 
conservatively assumed that the –re-tax profit from these sales will remain flat throughout the 
forecast horizon and thereafter. 
  
Profitability 
In 2005 and 2006, ATM generated other operating income from lease and buy-back of its non-
operating assets. For the purposes of our earnings projections, we assumed that the company 
will generate income from sales of such data communications assets throughout the forecast 
period. ATM’s FY2006 EBITDA margin amounted to 26.3%. In FY2007, we expect a tighter 
EBITDA margin at 22.1% (and a pickup to 22.7% in FY2008) due to incorporation of the 
earnings of the less profitable KLK into the consolidated financials, and growing costs of hiring 
and maintaining ATM’s highly-skilled engineering and IT staff.  
As a reminder, we did not factor in start-ups in our earnings forecasts for lack of reliable 
predictions about their future growth.  
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Financial Statements  
   

Consolidated income statement */** 
 (PLN m)   2005 2006 2007F 2008F 2009F 2010F
Sales revenues  119.6 145.7 257.7 293.1 351.5 391.9
   change   22.2% 21.9%   76.8%  13.7% 19.9%  11.5%  
               
Cost of sales  -85.9 -101.9 -174.2 -197.0 -235.2 -262.5
Gross profit  33.6 43.8 83.5 96.1 116.3 129.3
   Gross profit margin  28.1% 30.1% 32.4% 32.8% 33.1% 33.0%
               
Selling, general, and administrative expenses  -25.9 -32.4 -59.7 -67.7 -81.0 -90.1
               
Other net operating profit  9.2 20.3 19.2 19.3 19.3 19.3
               
EBIT  16.9 31.8 43.0 47.7 54.6 58.6
   change  191.8% 87.9% 35.3% 10.8% 14.5% 7.4%
   EBIT margin  1.6% 21.8% 16.7% 16.3% 15.5% 15.0%
               
Profit on financing activity  0.2 1.1 -1.0 -0.5 -0.5 -0.5
Extraordinary gains/losses              
Other              
               
Pre-tax profit  17.1 32.9 42.0 47.2 54.1 58.1
Tax  -3.3 -6.2 -7.8 -8.8 -10.1 -10.9
Minority interests  -0.2 0.0 -1.0 -1.2 -1.5 -1.7
               
Net profit  13.6 26.7 33.1 37.1 42.5 45.6
   change  79.2% 95.7% 24.4% 12.0% 14.5% 7.2%
   Margin  11.4% 18.3% 12.9% 12.7% 12.1% 11.6%
               
               
Amortization and depreciation  5.5 6.5 13.9 18.9 18.9 19.1
EBITDA  22.4 38.3 56.9 66.5 73.5 77.7
   change  105.3% 71.2% 48.5% 16.9% 10.4% 5.8%
   EBITDA margin  18.7% 26.3% 22.1% 22.7% 20.9% 19.8%
Source: 2004-2006: ATM, 2007-2008: BRE Bank Securities 
*  excluding start-up subsidiaries 
** including sales of data communications assets developed in the forecast horizon 
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Consolidated balance sheet * 
(PLN m)  2005 2006 2007F 2008F 2009F 2010F
ASSETS  122.1 170.3 380.2 416.3 460.2 501.3
Fixed assets  37.7 78.7 207.3 250.4 253.5 258.8
   Property, plant and equipment  35.5 46.9 109.7 152.5 155.2 159.3
   intangible assets  0.8 7.4 7.6 7.9 8.3 9.6
   Equity value (EV)  0.0 10.9 10.9 10.9 10.9 10.9
   Long-term investments  1.0 1.2 66.7 66.7 66.7 66.7
   Other fixed assets  1.3 12.3 12.3 12.3 12.3 12.3
               
Current assets  84.4 91.6 173.0 165.9 206.7 242.4
   inventories  2.3 5.4 7.2 8.2 9.8 11.0
   Short-term receivables  79.5 76.4 101.3 115.2 138.2 154.0
   Accruals  0.8 0.3 0.3 0.3 0.3 0.3
   Cash and cash equivalents  1.7 9.5 64.2 42.3 58.4 77.2
               
(PLN m)  2005 2006 2007F 2008F 2009F 2010F
LIABILITIES  122.1 170.3 380.2 416.3 460.2 501.3
Equity  73.0 95.5 291.0 320.9 354.4 388.5
   share capital  24.1 24.5 34.3 34.3 34.3 34.3
   Other equity components  49.0 71.0 256.8 286.6 320.1 354.2
               
Long-term liabilities  2.6 8.1 8.1 8.1 8.1 8.1
   Loans  0.0 0.0 0.0 0.0 0.0 0.0
   Other  2.6 8.1 8.1 8.1 8.1 8.1
               
Short-term liabilities  46.4 66.7 81.1 87.3 97.7 104.7
   Loans  13.9 6.8 0.0 0.0 0.0 0.0
   Trade creditors  26.8 27.1 46.3 52.5 62.9 69.9
   Accruals  1.8 23.9 3.3 3.3 3.3 3.3
   Other  3.9 8.8 31.5 31.5 31.5 31.5
Source: 2004-2006: ATM, 2007-2008: BRE Bank Securities 
*  excluding start-up subsidiaries 
** including sales of data communications assets developed in the forecast horizon 
 
 
 
Consolidated cash flows * 
(PLN m)   2005 2006 2007F 2008F 2009F 2010F
Cash flows from operating activities   12.9 1.6 42.6 48.5 48.6 56.3
   Net profit   13.9 26.7 33.1 37.1 42.5 45.6
   Amortization and depreciation   5.5 6.5 13.9 18.9 18.9 19.1
   Working capital   -2.4 -12.9 -5.5 -8.7 -14.2 -10.0
   Other   -4.0 -18.7 1.1 1.2 1.5 1.7
                
Cash flows from investing activities   -9.7 22.1 -142.4 -62.0 -22.0 -24.4
   CAPEX   -15.7 -21.0 -142.4 -62.0 -22.0 -24.4
   Capital investments   3.4 -7.0 0.0 0.0 0.0 0.0
   Other   2.6 50.1 0.0 0.0 0.0 0.0
                
Cash Flows   -4.9 -15.9 154.5 -8.5 -10.5 -13.2
   Stock offering   0.0 1.0 186.4 0.0 0.0 0.0
   Debt   -3.9 -8.7 -6.8 0.0 0.0 0.0
   Dividend (buy-back)   0.0 -7.0 -25.0 -8.5 -10.5 -13.2
   Other   -1.0 -1.2 0.0 0.0 0.0 0.0
                
Change in cash   -1.7 7.8 54.7 -22.0 16.1 18.8
Cash at the end of period   1.7 9.5 64.2 42.3 58.4 77.2
Source: 2004-2006: ATM, 2007-2008: BRE Bank Securities 
*  excluding start-up subsidiaries 
** including sales of data communications assets developed in the forecast horizon 
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BRE Bank Securities did not issue any investment ratings for ATM in the last nine 
months. 

List of abbreviations and ratios contained in the report: 
EV – net debt + market value  
EBIT – Earnings Before Interest and Taxes 
EBITDA – EBIT + Depreciation and Amortisation 
P/CE – price to earnings with amortisation 
MC/S – market capitalisation to sales 
EBIT/EV – operating profit to economic value 
P/E – (Price/Earnings) – price divided by annual net profit per share 
ROE – (Return on Equity) – annual net profit divided by average equity 
P/BV – (Price/Book Value) – price divided by book value per share 
Net debt – credits + debt papers + interest bearing loans – cash and cash equivalents 
EBITDA margin – EBITDA/Sales 
 
Recommendations of BRE Bank Securities  
A recommendation is valid for a period of 6-9 months, unless a subsequent recommendation is issued within this period. Expected 
returns from individual recommendations are as follows: 
BUY – we expect that the rate of return from an investment will be at least 15% 
ACCUMULATE – we expect that the rate of return from an investment will range from 5% to 15% 
HOLD – we expect that the rate of return from an investment will range from –5% to +5% 
REDUCE – we expect that the rate of return from an investment will range from -5% to -15% 
SELL – we expect that an investment will bear a loss greater than 15% 
Recommendations are updated at least once every nine months. 
 
This document has been created and published by BRE Bank Securities S.A. The present report expresses the knowledge as well as opinions 
of the authors on day the report was prepared. The opinions and estimates contained herein constitute our best judgement at this date and 
time, and are subject to change without notice. The present report was prepared with due care and attention, observing principles of 
methodological correctness and objectivity, on the basis of sources available to the public, which BRE Bank Securities S.A. considers reliable, 
including information published by issuers, shares of which are subject to recommendations. However, BRE Bank Securities S.A., in no case, 
guarantees the accuracy and completeness of the report, in particular should sources on the basis of which the report was prepared prove to 
be inaccurate, incomplete or not fully consistent with the facts. BRE Bank Securities S.A. bears no responsibility for investment decisions 
taken on the basis of the present report or for any damages incurred as a result of investment decisions taken on the basis of the present 
report. 
 
This document does not constitute an offer or invitation to subscribe for or purchase any financial instruments and neither this document nor 
anything contained herein shall form the basis of any contract or commitment whatsoever. It is being furnished to you solely for your 
information and may not be reproduced or redistributed to any other person. This document  nor any copy hereof is not to be distributed 
directly or indirectly in the United States, Australia, Canada or Japan. 
 
Recommendations are based on essential data from the entire history of a company being the subject of a recommendation, with particular 
emphasis on the period since the previous recommendation. Investing in shares is connected with a number of risks including, but not limited 
to, the macroeconomic situation of the country, changes in legal regulations as well as changes on commodity markets. Full elimination of  
these risks is virtually impossible. 
 
It is possible that BRE Bank Securities S.A. renders, will render or in the past has rendered services for companies and other entities 
mentioned in the present report. 
 
The present report was transferred to the issuer prior to its publication for facts verification only. Following the issuer’s comments changes 
have been made in the content of the report. The changes did not in any way influence the rating.  
BRE Bank Securities S.A. is an offering agent of the issuer’s shares in a public offering.  
BRE Bank Securities S.A. receives remuneration from the issuer for services rendered 
This Report is authorized for distribution to a select group of Clients first; it will be available to all Clients within thirty days of release. 
 
BRE Bank Securities S.A., its shareholders and employees may hold long or short positions in the issuer's shares or other financial 
instruments related to the issuer's shares. BRE Bank Securities S.A., its affiliates and/or clients may conduct or may have conducted 
transactions for their own account or for account of another with respect to the financial instruments mentioned in this report or related 
investments before the recipient has received this report.  
 
Copying or publishing the present report, in full or in part, or disseminating in any way information contained in the present report requires the 
prior written agreement of BRE Bank Securities S.A.  
Recommendations are addressed to Clients of BRE Bank Securities S.A.   
The activity of BRE Bank Securities S.A. is subject to the supervision of the Polish Financial Supervision Commission. 
 
Individuals who did not participate in the preparation of this recommendation, but had or could have had access to the recommendation prior 
to its publication, are employees of BRE Bank Securities S.A. authorised to access the premises in which recommendations are prepared, 
other than the analysts mentioned as the authors of the present recommendation. 
 
Strong and weak points of valuation methods used in recommendations: 
DCF – acknowledged as the most methodologically correct method of valuation; it is based  in discounting financial flows generated by a 
company; its weak point is the significant susceptibility to a change of forecast assumptions in the model. 
Comparative – based on a comparison of valuation multipliers of companies from a given sector; simple in construction, reflects the current 
state of the market; weak points include substantial variability (fluctuations together with market indices) as well as difficulty in the selection of 
the group of comparable companies. 


