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Result: Q2FY11
Comment: SKIL contribution — key monitorable!
Key financials
Rsm Net sales yoy% Net profit  yoy chg (%) EPS (Rs) yoy chg (%) EVIE (x) PER (x)
FY08 916.4 113 138 240 10.0 152 28.5 68.4
FY09 1446.9 58 221 60 14.6 46 20.3 46.7
FY10 2935.0 103 454 106 30.1 106 10.6 22.7
FY11E 3947.2 34 623 37 41.2 37 7.3 16.5
FY12E 4862.9 23 826 33 54.7 33 5.2 12.5

Key Highlights of Q2FY11 results and our interaction with the management

« Everonn Education (EEDU) reported a consolidated revenue growth of 48% at Rs1.08bn, EBITDA growth of 44% at
Rs380m and PAT growth of 32% at Rs156m for Q2FY11.

« During the quarter, VITELS (Virtual & Technology Enabled Learning Solutions) segment reported a revenue growth
of 49% at Rs520m, EBITDA growth of 61% at Rs286m and PBT growth of 51% at Rs198m.

«  Within VITELS, revenues from Colleges stood at Rs158m, Schools at Rs120m, Retail at Rs150m and E-governance
projects at ~Rs92m.

« Aggregate schools under VITELS at the end of Q2FY11 stood at 1,195 (108 added in Q2FY11), colleges at 1,812 (140
added) and Retail centers at 54 (5 added).

« With respect to the schools business, new additions during the quarter were done at average of 4 classrooms per
school. Further, EEDU has added incremental classrooms in the existing schools. Thus, the average number of
classrooms per school has increased from 2.2 in Q1FY11 to 2.5 in Q2FY11.

«  With regards the ICT segment, EEDU reported a revenue growth of 57% at Rs218m, EBITDA growth of 61% at Rs98m
and PBT growth of 49% at Rs42m. During the quarter, 553 new schools were added which included a new order for
282 schools in Himachal Pradesh and 206 schools in Maharashtra.

- During the quarter, Topper Tutorials (the subsidiary providing coaching within the IIT-JEE space), reported a revenue
growth of 39% at Rs38m, EBITDA growth of 66% at Rs15m and PAT growth of 197% at Rs11m. Edu Resource (trading
business) has reported revenues of Rs297m, EBITDA of Rs10m and PBT at Rs9.6m.

« The management is building its capabilities and tie ups in its more recent initiative — ‘Educating India’. The initiative
marks ESIL’s foray into K-12 and Higher education segments as a ‘facilitator, aggregator and manager’. While ESIL
does not plan to own any institutes, it expects to get 7% of the total project cost in addition to a management fee for
managing the institutions. EEDU is targeting to start 6-7 B-schools (under the brand GSB — Global School of Business)
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and 10 K-12 schools in the next academic year (under the brand KenBridge schools). A model B-school in Chennai is
currently under operations.

« SKIL categorized as a co-promoter in EEDU - During the quarter, SKIL has been categorized as a co-promoter in
EEDU. EEDU has approved preferential issue of 3.94m convertible debentures (convertible @ Rs520 per share),
aggregating Rs2.08bn, to SKIL (promoted by Mr Nikhil Gandhi). This will trigger an open offer date, the SEBI
clearance for which is awaited. The deal with SKIL has been so structured that post the open offer, ownership of SKIL
in EEDU will be lower than the promoter (P. Kishore to hold 20.6% post dilution). To ensure this, the debentures will
be redeemed to the extent the open offer is subscribed. Currently, P. Kishore owns a 23.6% stake (3.56m shares) and
has 0.5m convertible warrants (convertible @ Rs430). Conversion of warrants issued to promoter and promoter group
and conversion of the debenture issued to SKIL will lead to an overall equity dilution of 30.4%.

« As on 30t September 2010, gross debt stood at Rs4bn which implies an addition of Rs3.2bn in H1FY11. This includes
Rs2.08bn of debt in the form of convertible debentures issued to SKIL. Excluding the debentures, gross debt has
increased by Rs1.08bn in H1FY11.

ESIL continues to report a sustained traction within the VITELS (Virtual & Technology Enabled Learning Solutions)
segment over the last few quarters. With robust additions within the schools business, coupled with introduction of a
few compulsory courses in colleges, we expect the quality of earnings for the VITELS portfolio to improve. While we
continue to remain cautious on the ICT space (L1 bidding and high debtor days remain key concerns), selective bids
by the management have helped maintain margins (EBITDA margins at 40-45%). With increasing visibility across the
portfolio (VITELS and ICT), a steady change in the revenue mix towards high margin/ value creating businesses and
investment structure in place for fueling back-ended growth (K-12 and B-schools), the business clearly hold merit.
Having said that we believe the critical monitorable for EEDU over the next one year remains to be contribution of
the co-promoter (SKIL — Nikhil Gandhi), which could change the business landscape for the company (transition
towards an asset heavy model) and thereby the re-rate potential in the stock. Given an earnings CAGR of 35% over
FY10-12E, and at 12.5x FY12E earnings, we maintain our Outperformer call on the stock.

Growth in VITELS
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Segmental revenue

Rsmn Q2FY11 Q2FY10 Growth yoy%
ICT 218.2 139.1 57
VITELS 519.9 348.0 49
PBT

Rsmn Q2FY11 Q2FY10 Growth yoy%
ICT 41.5 27.9 49
VITELS 197.8 131.0 51
Quarterly results

Rsm Q2FY10 Q3FY10 Q4FY10 FY10E Q1FY11 Q1FY12 FY11E FY12E
Net Sales 731 799 1,045 2,935 675 1,081 3,947 4,863
%yoy 70 84 192 103 88 48 34 23
Operating profit 263 279 319 1010 217 380 1469 1952
EBITDA % 36 35 31 34 32 35 37 40
Depreciation 62.7 67.98 65.499 253 81.5 93.6 388 483
EBIT 201 211 254 757 135.8 286.3 1081 1468
Interest 21.3 22.4 435 104 32.2 57.0 184 275
Other Income 1.127 1.063 0.01 4.70 0.0 0.1 4.70 4.70
Profit before tax 180.5 189.8 210.2 657.7 103.6 229.4 902.5 1197.8
Tax 62.4 68.259 46.141 204 34.3 73.9 279 371
PAT 118.1 1215 164.1 454.0 69.3 155.5 623.1 826.5
%yoy 81 54 254 106 36 32 37 33




IDFC Securities

Analyst Sector/Industry/Coverage E-mail Tel. +91-22-6622 2600
Pathik Gandotra Head of Research; Financials, Strategy pathik.gandotra@idfc.com 91-22-662 22525
Shirish Rane Construction, Power, Cement shirish.rane@idfc.com 91-22-662 22575
Nikhil Vora FMCG, Media, Mid Caps, Education, Exchanges nikhil.vora@idfc.com 91-22-662 22567
Ramnath S Automobiles, Auto ancillaries, Real Estate, Oil & Gas ramnath.s@idfc.com 91-22-662 22570
Nitin Agarwal Pharmaceuticals nitin.agarwal@idfc.com 91-22-662 22568
Chirag Shah Metals & Mining,Telecom, Pipes, Textiles chirag.shah@idfc.com 91-22-662 22564
Bhoomika Nair Logistics, Engineering bhoomika.nair@idfc.com 91-22-662 22561
Hitesh Shah, CFA IT Services hitesh.shah@idfc.com 91-22-662 22565
Bhushan Gajaria Retailing bhushan.gajaria@idfc.com 91-22-662 22562

Salil Desai

Ashish Shah
Probal Sen
Chinmaya Garg
Aniket Mhatre
Abhishek Gupta
Ritesh Shah
Saumil Mehta
Vineet Chandak
Kavita Kejriwal
Anamika Sharma
Varun Kejriwal
Swati Nangalia
Sameer Bhise
Nikhil Salvi
Shweta Dewan
Dharmendra Sahu
Rupesh Sonawale

Construction, Power, Cement
Construction, Power, Cement
Oil & Gas

Financials

Automobiles, Auto ancillaries
Telecom, Metals & Mining
Pharmaceuticals

Metals, Pipes

Real Estate

Strategy, Financials

IT Services

FMCG, Mid Caps

Mid Caps, Media, Exchanges, Education
Strategy, Financials
Construction, Power, Cement
Mid Caps, Education, FMCG
Database Analyst

Database Analyst

salil.desai@idfc.com
ashish.shah@idfc.com
probal.sen@idfc.com
chinmaya.garg@idfc.com
aniket. mhatre@idfc.com
abhishek.gupta@idfc.com
ritesh.shah@idfc.com
saumil.mehta@idfc.com
vineet.chandak@idfc.com
kavita kejriwal@idfc.com
anamika.sharma@idfc.com
varun.kejriwal@idfc.com
swati.nangalia@idfc.com
sameer.bhise@idfc.com
nikhil.salvi@idfc.com
shweta.dewan@idfc.com
dharmendra.sahu@idfc.com
rupesh.sonawale@idfc.com

91-22-662 22573
91-22-662 22560
91-22-662 22569
91-22-662 22563
91-22-662 22559
91-22-662 22661
91-22-662 22571
91-22-662 22578
91-22-662 22579
91-22-662 22558
91-22-662 22680
91-22-662 22362
91-22-662 22576
91-22-662 22574
91-22-662 22566
91-22-662 22577
91-22-662 22580
91-22-662 22572

Dharmesh R Bhatt, CMT Technical Analyst dharmesh bhatt@idfc.com 91-22-662 22534
Equity Sales/Dealing Designation E-mail Tel. +91-22-6622 2500
Naishadh Paleja MD, CEO naishadh.paleja@idfc.com 91-22-6622 2522
Paresh Shah MD, Dealing paresh.shah@idfc.com 91-22-6622 2508
Vishal Purohit MD, Sales vishal. purohit@idfc.com 91-22-6622 2533
Nikhil Gholani MD, Sales nikhil.gholani@idfc.com 91-22-6622 2529

Sanjay Panicker
Rajesh Makharia
Nirbhay Singh

Suchit Sehgal

Pawan Sharma
lignesh Shah

Suniil Pandit

Mukesh Chaturvedi
Viren Sompura
Rajashekhar Hiremath

Director, Sales
Director, Sales

SVP, Sales

AVP, Sales

MD, Derivatives
AVP, Derivatives
Director, Sales trading
SVP, Sales trading
SVP, Sales trading

VP, Sales trading

sanjay.panicker@idfc.com
rajesh.makharia@idfc.com
nirbhay.singh@idfc.com
suchit.sehgal@idfc.com
pawan.sharma@idfc.com
jignesh.shah@idfc.com
suniil.pandit@idfc.com
mukesh.chaturvedi@idfc.com
viren.sompura@idfc.com

rajashekhar.hiremath@idfc.com

91-22-6622 2530
91-22-6622 2528
91-22-6622 2595
91-22-6622 2532
91-22-6622 2539
91-22-6622 2536
91-22-6622 2524
91-22-6622 2512
91-22-6622 2527
91-22-6622 2516

Disclaimer

This document has been prepared by IDFC Securities Ltd (IDFC SEC). IDFC SEC and its subsidiaries and associated companies are a full-service, integrated investment banking, investment
management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities.

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on reasonable basis,
IDFC SEC, its subsidiaries and associated companies, their directors and employees (“IDFC SEC and affiliates”) are under no obligation to update or keep the information current. Also,
there may be regulatory, compliance, or other reasons that may prevent IDFC SEC and affiliates from doing so. We do not represent that information contained herein is accurate or complete
and it should not be relied upon as such. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an
investment in the securities of companies referred to in this document (including the merits and risks involved). The investment discussed or views expressed may not be suitable for all
investors.

Affiliates of IDFC SEC may have issued other reports that are inconsistent with and reach different conclusions from, the information presented in this report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject IDFC SEC and affiliates to any registration or licensing requirement within such
jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this document may come
are required to inform themselves of, and to observe, such applicable restrictions.

Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and, as such, may not
match with a report on a company's fundamentals.

IDFC SEC and affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell, or may be materially interested
in any of the securities mentioned or related securities. IDFC SEC and affiliates may from time to time solicit from, or perform investment banking, or other services for, any company
mentioned herein. Without limiting any of the foregoing, in no event shall IDFC SEC, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not necessarily reflect those of IDFC SEC and affiliates.
This document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed and may contain confidential and/or privileged material and is
not for any type of circulation. Any review, retransmission, or any other use is prohibited.

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. IDFC SEC will not treat recipients as customers by virtue of their
receiving this report.

Explanation of Ratings:

1. Outperformer: More than 5% to Index

2. Neutral: Within 0-5% to Index (upside or downside)
3. Underperformer: Less than 5% to Index
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