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Our view of results: Everonn's results were substantially behind our estimates due to poor QoQ addition of 
Schools and Colleges in its ViTELS business. Indeed the adds were even below 1QFY11 levels. It reported weak 
operating numbers with 1QFY12 revenues Rs982mn 24% behind of our estimates. This was driven by 44% 
underperformance of our expectations from the core ViTELS business (we expected Rs754mn vs. Rs.421mn 
reported). EBITDA margins at 37.3% were 198bps above our expectations driven by upfront recognition of contracts 
in iSchools that flows through to the bottom line. Everonn’s business mix continues to drift towards lower quality 
businesses with less sustainable business models and predictability. The key positives in the quarter were two ICT 
contracts.   
Where do we go from here? Everonn’s key underperformance has been in its ViTELS business. Everonn has made 
10 K-12 schools operational. However, the working capital intensity of the business remains high with ICT 
remaining a substantial part of revenues and lengthening of ViTELS debtor days due to aggressive revenue 
recognition. We note that like Educomp, Everonn cash burn from capex has risen substantially that has begun to 
meaningfully impact PAT as interest costs almost tripled in the quarter. We remain unconvinced of the long term 
business model and remain SELLers. 

Takeaways from the results and con-call  

 Revenues: Group revenues grew 46% YoY (-27% QoQ), 24% behind our expectations, to Rs982 mn, primarily 
due to weaker than expected growth in ViTELS. Management indicated an increasing focus on penetration of 
existing schools and colleges. Whilst this is commendable, slower addition compared to FY11 is worrying and 
indicates continued market share loss. 

 ICT business: Everonn’s ICT business was the strongest performer of the quarter with Rs248mn revenues, 27% 
up YoY 11% up QoQ but 4% ahead of our expectations despite no additions to the number of schools added.  

 ViTELS colleges: The college revenues at Rs111 mn grew a mere 18.3% YoY and -50% QoQ, 53% lower than 
our estimates despite addition of 35 colleges (vs. 215 expected) possibly due to lower student enrolment during 
Summer. However, without additional enrolment data it is difficult to gauge the recurring nature of these 
revenues. 

 Subsidiaries: Revenues from subsidiaries grew 38% YoY and -14% QoQ. Revenues from Edures fell 34% YoY. 

 EBITDA margins: Operating profit grew 70% YoY (-29% QoQ). EBITDA margins improved by 533 bps YoY and 
-137 bps QoQ. 

 PAT: PAT grew 44% YoY and -63% QoQ.  

Too early to ascribe any value to K-12 business: Everonn has started 9 CBSE K-12 schools and 1 international 
school. It also aims to begin 50 schools over the next year. We continue to find Everonn’s ability to scale this 
business challenging given the continued need to raise funding and creating a reputation. 
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1QFY12 quarterly consolidated financials (Rs mn unless specified) 

 
Source: Ambit Capital Research, Company Filings   
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Explanation of Investment Rating  
  
Investment Rating   Expected return 

(over 12-month period from date of initial rating) 

Buy >5% 

Sell <5% 
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