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Key Financials
Rs Mn Net profit yoy chg (%) EPS (Rs) yoy chg (%) EVIE (x) PER (x)
FYo8 138 240 10.0 152 15.2 36.21
FY09 226 64 15.0 50 10.8 24.13
FY10E 341 51 226 51 7.2 16.00
FY11E 499 46 33.0 46 4.8 10.95

HIGHLIGHTS OF Q1FY10 AND MANAGEMENT INTERACTION POST RESULTS

« Ahead of estimates, ESIL reported consolidated revenue growth of 61% at Rs359m (our estimate of Rs301m),
EBITDA Margin expansion of 351bp resulting in an EBITDA of Rs148m (estimates of Rs92m) and net profit of
66% at Rs50m (estimates of Rs33m) in Q1FY10.

+ On a standalone basis, revenues grew by 27% at Rs282m, EBITDA Margins expanded to 47% in Q1FY10 against
37.6% in Q1FY09, resulting in a 41% growth in net profits at Rs43m.

« VITELS (Virtual & Technology Enabled Learning Solutions) segment reported a revenue growth of 10% at
Rs157mn and PBT growth of 36% at Rs40m. This growth has come on the back of addition of 63 schools and 140
colleges during the quarter.

« Aggregate schools under VITELS at the end of quarter stood at 620 (557 as of Q1FY09), while colleges are at 940
(800 as of Q1FY09). Everonn Systems reaches 1595 institutions through VITELS.

« With regards the ICT segment, revenues grew by 56% at Rs125m and PBT grew by 78% at Rs28m. During the
quarter 93 schools were added in Himachal Pradesh and contracts for 183 schools were renewed.

+ Going ahead there is an order book of Rs1.3bn for ICT, executable over the next five years. The management has
indicated that it expects ~35000 schools to come up for bidding in the current year; ability to close bids going ahead
could lead to a positive surprise.

« Everonn Systems has a networth of Rs2.2bn. Net cash stands at Rs90m (debt at Rs 430m; cash at Rs520m) and the
company has guided for a capex of Rslbn in FY10.

The changeover in Everonn Systems lies in its ability to scale up the business platforms and drive consistency in
its revenues streams. There has been a historically lumpiness in revenues for ICT as also its growth in VITELS.
We do believe and perceive that ICT is ‘fundamentally’ a low value creation segment due to L1 nature of bidding
and long receivable cycles while the VIiTELS segment has yet to establish strong annuity. In the absence of
annuity in majority of the revenues over our forecast period, inability to close bids within the ICT business, and
the recent run up in the stock, leaves little room for an upside going ahead. However with few proxies to play
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within the education space, we expect the dependency on the budget (pro liberalization / increase in spends
towards PPP) and ability to capture the market potential in ICT (industry expects ~30,000 schools to come up for
bidding) will keep the stock in a range in our view. Maintain neutral.

Segmental revenue

Rs mn Q1FY10 Q1FY09 Growth yoy%
ICT 125.4 80.5 56
VITELS 156.9 142.1 10
PBT

ICT 23.20 15.80 47
VITELS 40.10 29.50 36
Quarterly results

Rs Mn Q1FY09 Q2FY09 Q3FY09 Q4FY09 FY09 Q1FY10 FY10E FY11E
Net Sales 223 431 436 358 1,447 359 2,222 3,079
%yoy 0 89 49 17 59 61 54 39
Operating profit 84 152 172 104 512 148 811 1163
EBITDA 38 35 40 29 35 41 37 38
Depreciation 275 36.2 48.4 46.4 158.6 56.3 263 358
EBIT 56 115 124 58 354 92 548 805
Interest 11.1 11.6 12.9 16.3 51.8 16.4 48 48
Other Income 3.2 18.3 11.8 5.7 39 25 25.00 10.00
Profit before tax 48.5 122.1 122.6 47.5 340.7 77.7 524.9 767.0
Tax 17.8 57.0 43.9 1.2 119.9 26.8 184 268
PAT 30.7 65.1 78.7 46.3 220.8 50.9 341.2 498.6
%yoy 0 147 95 -32 60 66 59) 46




IDFC - SSKI INDIA

Analyst Sector/Industry/Coverage E-mail Tel. +91-22-6638 3300
Pathik Gandotra Head of Research; Financials, Strategy pathik@idfcsski.com 91-22-6638 3304
Shirish Rane Construction, Power, Cement shirish@idfcsski.com 91-22-6638 3313
Nikhil Vora FMCG, Media, Retailing, Mid Caps, Education, Exchanges nikhilvora@idfcsski.com 91-22-6638 3308
Ramnath S Automobiles, Auto ancillaries, Real Estate, Oil & Gas ramnaths@idfcsski.com 91-22-6638 3380
Nitin Agarwal Pharmaceuticals nitinagarwal @idfcsski.com 91-22-6638 3395
Chirag Shah Metals & Mining, Pipes, Textiles chirag@idfcsski.com 91-22-6638 3306

Bhoomika Nair
Hitesh Shah, CFA
Bhushan Gajaria
Ashish Shah

Salil Desai

Ritesh Shah
Neha Agrawal
Swati Nangalia
Sameer Bhise
Shweta Dewan
Nikhil Salvi
Rajeev Desai
Chinmaya Garg
Aniket Mhatre
Probal Sen
Rupesh Sonawale

Dharmesh Bhatt

Logistics, Engineering, Power
IT Services

FMCG, Retailing, Media, Mid Caps
Construction, Power, Cement
Construction, Power, Cement
Metals & Mining, Pipes, Textiles

Financials

Mid Caps, Media, Exchanges
Strategy, Pharmaceuticals
Mid Caps, Education, FMCG
Cement, Construction

Real Estate

Financials

Automobiles, Auto ancillaries
Oil & Gas

Database Analyst

Technical Analyst

bhoomika@idfcsski.com
hitesh.shah@idfcsski.com
bhushangajaria@idfcsski.com
ashishshah@idfcsski.com
salil@idfcsski.com
riteshshah@idfcsski.com
neha@idfcsski.com
swati@idfcsski.com

sameer @idfcsski.com
shweta.dewan@idfcsski.com
nikhil.salvi@idfcsski.com
rajeev@idfcsski.com
chinmaya@idfcsski.com
aniket@idfcsski.com
probal@idfcsski.com
rupesh@idfcsski.com

dharmesh@idfcsski.com

91-22-6638 3337
91-22-6638 3358
91-22-6638 3367
91-22-6638 3371
91-22-6638 3373
91-22-6638 3376
91-22-6638 3237
91-22-6638 3260
91-22-6638 3390
91-22-6638 3290
91-22-6638 3239
91-22-6638 3231
91-22-6638 3325
91-22-6638 3311
91-22-6638 3238
91-22-6638 3382

91-22-6638 3392

Equity Sales/Dealing Designation E-mail Tel. +91-22-6638 3300
Naishadh Paleja MD, CEO naishadh@idfcsski.com 91-22-6638 3211
Paresh Shah MD, Dealing paresh@idfcsski.com 91-22-6638 3341
Vishal Purohit MD, Sales vishal@idfcsski.com 91-22-6638 3212
Nikhil Gholani MD, Sales nikhil@idfcsski.com 91-22-6638 3363
Sanjay Panicker Director, Sales sanjay @idfcsski.com 91-22-6638 3368
V Navin Roy Director, Sales navin@idfcsski.com 91-22-6638 3370
Suchit Sehgal AVP, Sales suchit@idfcsski.com 91-22-6638 3247
Pawan Sharma MD, Derivatives pawan.sharma@idfcsski.com 91-22-6638 3213
Dipesh Shah Director, Derivatives dipeshshah@idfcsski.com 91-22-6638 3245
lignesh Shah AVP, Derivatives jignesh@idfcsski.com 91 22 6638 3321
Sunil Pandit Director, Sales trading suniil@idfcsski.com 91-22-6638 3299

Mukesh Chaturvedi

Viren Sompura
Rajashekhar Hiremath

SVP, Sales trading

VP, Sales trading
VP, Sales trading

mukesh@idfcsski.com

viren@idfcsski.com
rajashekhar@idfcsski.com

91-22-6638 3298

91-22-6638 3277
91-22-6638 3243

Disclaimer

This document has been prepared by IDFC-SSKI Securities Ltd (IDFC-SSKI). IDFC-SSKI and its subsidiaries and associated companies are 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-SSKI, its subsidiaries and associated companies, their directors and employees (“IDFC-SSKI 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-SSKI 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 betaken 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-SSKI may have issued other reports that are inconsistent with and reach different conclusion 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-SSKI 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 certain category of investors.
Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

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-SSKI & 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-SSKI 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-SSKI, 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-SSKI 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 to 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-SSKI will not treat recipients as customers by
virtue of their receiving this report.

Explanation of Ratings:
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