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Zee Learn (ZLL) is India’s leading player in the education segment by virtue of having the fastest growing
chain of K-12 schools (Mount Litera Zee School) and Asia’s No. 1 chain of pre-schools (Kidzee) in its kitty.
In FY16, pre-school (Kidzee) and K-12 school segments contributed ~70%+ and ~20%+, respectively, to the
company’s revenue. Rising disposable incomes, burgeoning school age population and prudent franchise
(in K-12 and pre-school) additions over FY16-19E equip ZLL to clock 44% earnings CAGR. This, in turn, is
bound to fuel healthy cash flows and boost return ratios. At CMP of INR48, the stock is currently trading
at 24x/19x FY18E/FY19E EV/EBITDA, respectively. We initiate coverage with ‘BUY’ recommendation.

Pre-school segment: Branded players control dominant share

In FY16, the domestic pre-school segment was pegged at USD2.5bn (up from USDO0.75bn in FY11). Of this,
the branded players constituted 33.83%; Kidzee accounts for 33% of the branded pie. The domestic pre-
school segment is envisaged to grow to USD3.4bn by CY20, clocking CAGR of over 17%. With growing
awareness of importance of pre-school/play-school in upbringing of child in tier 2 and 3 cities, penetration
rate for the pre-school segment is expected to rise to 25%. ZLL ensure and takes up the training of teacher
recruits at franchisee schools, regular safety & quality audits of franchise and discontinue the franchise on
compliance issue as well.

Innovation, quality focus, diverse product portfolio entrench dominant player credentials

ZLL has invested considerable resources in developing learning designs, student learning materials and e-
content for pre-schools and K-12 schools. Moreover, with rising scale and rationalisation of vendors, the
company has prudently managed cost of goods while simultaneously improving quality. We perceive these
initiatives as potent operating and profitability margin boosters.

K-12 business — India largest in world...growing at faster rate

The Indian K-12 system is the largest in the world with 253 mn students enrolled in 1.4 mn schools.
However, with inefficiencies in the government education system, has resulted in poor infrastructure both
hard (buildings, technology) and soft (teachers, pedagogy) and high drop-out rates. Thus, it is an
opportunity to overhaul to education system in the country for the efficient private players

Robust 18% sales CAGR over FY16-19E; healthy operations to spur cash flow

We estimate ZLL's net sales to clock ~18% CAGR over FY16-19E to INR246cr by FY19E driven by increase in
student enrollments in both the category schools and continuous schools addition. We forecast Kidzee to
post ~20% CAGR and continue to contribute ~70% to total revenue and Mount Litera to register 17% CAGR
over FY16-19E mainly with increase in pupils. Moreover, we envisage robust operational performance to
boost the company’s cash flow in the coming years.

Outlook and valuations: Scaling the growth highway; initiate with ‘BUY’

Rising disposable incomes, burgeoning school age population and prudent franchise (in both K-12 and pre-
school) additions over FY16-19E position ZLL to deliver 44% earnings CAGR, which will spur healthy cash
flows and return ratios. At CMP of INR48, the stock is currently trading at 24x/19x FY18E/FY19E EV/EBITDA,
respectively. We initiate coverage on the stock with ‘BUY’ recommendation and target price of INR80,
valuing it on discounted cash flow (DCF).

Financial highlights

Year to March (Standalone) (INR Cr) FY15 FY16 FY17E FY18E FY19E
Income from operations 128 151 178 207 246
YoY Grth% 5 18 18 17 19
EBITDA 31 43 57 69 82
EBITDA Margin% 24 29 32 33 33
Profit after tax 10 15 33 38 45
YoY Grth% NA 53 119 14 20
EPS 0.3 0.5 1.0 1.2 1.4
ROAE (%) 4 6 12 12 13
ROACE (%) 4 5 7 9 10
P/E 154.5 101.5 46.3 40.8 33.9
EV/EBITDA 61.5 44.0 31.1 23.5 19.2
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ZLL: Firmly set on path to post robust growth and high returns

Addition of franchises, FY15 FY16 FY17E FY18E FY19E \
"’“'tedhw"r Pe:t'°" i | Revenue 128 151 178 207 246
i Preschool and K-12
AL B D . . . EBITDA 31 43 57 69 82
grow at CAGR of annuity business will
18%/44% in improve revenue and EBITDA Margins (%) 239 28.6 31.9 333 33.4
revenue/PAT margin. PAT 10 15 33 38 45
respectively over
FY16-19E. The
healthy growth
will be driven by FY15 FY16 FY17E  FY18E  FY18E
increasein 43 6.2 12.4 12.4 13.1
SR Improving return ratios RoCE (%)
. with improvement in Working Capital
enrollmentsin A (Days) 124 98 106 110 105
earnings Y
both the category
schools and
continuous
schools addition
over FY16-19E,
which will results
healthy cash flows
andimprovement Healthy growth, EV/EBITDA multiple FY19E EBITDA Price target
inreturnratios. improvement in margin (INRcr)
and returns — drive 30x 82.4 78
higher multiple 35x 824 %0

Entry = INR 48@19x
FY19E EV/EBITDA

Total
Return of
67%

EPS CAGR of 44% exit
multiple of 30x
FY19E

Source: Company, Edel Invest Research
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Education industry in India
is estimated to reach ~USD144 bn
by CY20 from USD97.8 bn in CY16

India education segment: Humungous untapped potential

India has the largest population in the world within the 5-24 years age group, which constitutes ~41% of the
country’s total population (~¥500mn). The primary education segment provides a great opportunity with
~29% of India’s population between the age group of 0 and 14. Further, rising disposable incomes and
willingness to spend on education are key drivers of Indian education. The country’s literacy rate is ~74%
compared to world average of ~¥86%. This presents humungous opportunity to private players to explore the
hitherto untapped market.

The domestic education system has clocked remarkable growth over the past few years. India is definitely
ahead of other developed countries in education and training—the number of institutes offering education
is much more in India compared to China and the US. Moreover, several foreign institutions too are making
a beeline for India, which is bound to boost the quality of education in the country.

The education sector is envisaged to witness major growth as India will have the world’s largest tertiary-age
population and second largest graduate talent pipeline globally by 2020 end. In FY16, the education market
was worth about USD100bn and is expected to reach USD116.4bn in FY17 and further cross USD144bn by
FY20. Currently, higher education contributes 58.8% to the market size, school education 38.1%, pre-school
2.5% and technology & multi-media the balance 0.6%.

Target Population — K12 & Pre-Schools
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Source: Company, Edel Invest Research

Education segment — market-share
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Source: Company, Edel Invest Research
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Schools requirement — growth driver

Schools: ~1.4 mn as of FY15

Govt: ~1.08 mn Private: ~0.32 mn

No of students: ~227.7 mn

Additional requirement
200,000 schools

Education Sector — increasing private participation

80% 81% 80% 80% 79% 79% 78% 77%

jﬂ_’

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15

M Private Schools Government Schools
Source: Company, Edel Invest Research

Current Indian Education sector — wealth creator

>

Demand
(at any price) > Supply — Wealth
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Pre-school segment: Branded players controlling dominant pie

In FY16, the pre-school segment was worth USD2.5bn (USD0.75bn in CY11), of which the branded segment
contributed 33.83%; Kidzee accounts for 33% of the branded pie. The pre-school segment is expected to
grow to USD3.4bn by CY20, clocking CAGR of over 17%. Growing awareness of importance of pre-
school/play-school in upbringing of child in tier 2 and 3 cities is envisaged to propel the pre-school
segment’s penetration rate to 25%. To ensure scalability, pre-school chains like Kidzee and Eurokids are
upgrading to K-12 schools. The branded pre-school outperforming the sector growth mainly through asset
light franchise model. ZLL has mostly franchised pre-schools wherein it receives royalty in advance and also
created strong base of pre-schools for annuity based business models.

The pre-school industry is still in a nascent stage in India with only 2.5% penetration. Considering the
average enrolment of 75 kids per centre, 113mn children will require over 15 lakh centers. However,
currently, India has only around 30,000 pre-school centers. As a market leader, Kidzee strongly believes in
filling this void by expanding its footprint across cities and towns in India.

Domestic education market: growth continue with increase in organized pie

32 3.4
2.5
2.1
1.6
1.2
. 1 l I
2011 2012 2013 2014 2015 2016F 2017F 2020F
Preschool market: moving to branded Pre-Schools
Market-share in value terms
B Non-Branded PreSchools Branded PreSchool H KidZee m Other Branded PreSchools

Source: Company, Edel Invest Research
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Largest Pre School Chain in Asia — Kidzee

Particulars KIDZEE TreeHouse Euro Kids Bachpan Shemrock Little Millenium
Established since 2003 2003 1997 2005 1989 2006
COCO Centers v v v x x x
Franchise Centers v v v v v v
. Concentrated in . Concentrated in Concentrated in .
Presence Pan India West Pan India North North Pan India
Multiple
intelligences and Montessori Multiple
Teaching Method Visual, Auditory & Plav-wa ! Play-way Intelligence and
Kinesthetic (VAK) y-way thematic
style of learning
Differentiated Content v X X X X X
Nos of centres 1550 c.400 ¢.800 ¢.1000 ¢.300 c.270

Pre-school continue to grow
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Kidzee — expansion continue...
ZLL expected to sign up ~400 franchise annually and franchise takes around 6-8 months to become

operational. The net addition of pre-schools is expected to be ~250 in year and students enrollment
expected to grow at ~16-17% annually.
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Student enrollment grow with class size & school additions
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Source: Company, Edel Invest Research
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Pre-School revenue - continue to grow
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mmm Total pre-school Revenue (INR cr)

- 35%
- 30%
- 25%
— - 20%
- 15%
- 10%

- 5%

- 0%

FY17E FY18E FY19E FY20E

% growth YoY (RHS)

2012 Market size c¢.Rs. 5200 Cr
Expected CAGR 15%

Expected Market size by 2020
Rs. 16,000 Cr

Urban Penetration stands at
25% & Rural at 5%

GER of 10.9% at all India level
as compared to 100% in
France orScotland

Current Penetration 14 Lakh
children from a Preschool
population of 1.3 crore
preschool children

Maintain class size with increasing Pre-School

90 -
80
70 A
60 -
50 A
40 A
30 A
20 A
10 -

FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17E FY18E FY19E

Preschool Segment Outlooks

Growth Drivers

Increased propensity to
spend on quality education

Rising urbanization
Increase in population
Demand Vs supply gap

Increase in Consumer
disposable

Income /affordability

Substantial improvement in
the quality of pre-schools

Success of the Franchise
Model

Ease of entering the segment
and low investment

Source: Company, Edel Invest Research

Lack of awareness

High rental cost

Unavailability of quality
teachers

Limited target population as
they cater only to a small
target market in the vicinity

70% Unorganized market
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Franchise model — Brand to play...healthy growth

ZLL is majorly on franchise model and have agreements for typically six years. The franchisee owner bears
the establishment costs and an upfront franchisee fee, which is typically INR 15 — 18lacs. Further, it pays
royalty each year under a revenue-share agreement and also student kit fee to franchisor. The franchisor
provides the curriculum, content, kits and other necessary support like teacher training and advertising and
marketing. This model provides high scalability; however, maintaining the quality of delivery and managing
brand reputation are key concerns for the franchisor. Hence, the ZLL ensure and takes up the training of
teacher recruits at franchisee schools, regular safety & quality audits of franchise and discontinue the
franchise on compliance issue (~ 50 franchises per year).

The unit economics of a preschool centre under the franchisee model are:

Initial Investment (INR lacs) 15-18
Capacity 175
Batch 2
# of students in pre-school 80
Fee per students (INR) 28,000
Franchise (INR lacs)

Revenue 22.4
Rental expenses 7.5
4 teachers * INR 6,000 per month 2.9
1 Centre Head -
Maids ( 3* INR 3,000) , security (1* INR 6,000), utilities (2,000) monthly 2.0
Consumables / Events / Miscellaneous 2.8
Royalty cost 2.2
Total operating cost 17.5
EBITDA 4.9
EBITDA margin (%) 22%
Ol (Day Care/Activity centre) - INR 5000/month 0.1
PBT 5.1
Tax 1.7
Tax rate 33%
PAT 3.4
PAT margin (%) 15%
ROI (%) 33%
Franchisor (INR lacs)

Revenue (incl. Kit) 5.0
Kit Cost (INR cr) 1.2
Teacher training, quality and other employees 1.2
S&M 0.8
Other expenses 0.3
EBIT 1.6
EBIT margin (%) 33%
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K-12 business: India largest in world; growing at faster clip

The Indian K-12 system is the largest in the world with 253 mn students enrolled in 1.4 mn schools.
However, with inefficiencies in the government education system, has resulted in poor infrastructure both
hard (buildings, technology) and soft (teachers, pedagogy) and high drop-out rates. Thus, it is an opportunity
to overhaul to education system in the country for the efficient private players.

K-12 enrolment and GER across countries FY2 (mm) Number of K-12 schools FY12 (‘000)

300 r 120 1,465

250 - 100

200 - 80

£ 150 - 60 X
100 - 40
50 - 20 133
- .
0 0 r )
India us UK India us UK
m K-12 enrolment GER (RHS)

Source: Edel Invest Research, FICCI.

Key challenges in terms of access and quality

Enrolment / GER across levels

150 - 150
100 \ - 100
c
E )
50 - 50
0 0
Primary Upper Primary Secondary Senior Secondary
@ Enrolment (mn) GER (%) (RHS)

Source: Edel Invest Research, FICCI.

Private schools account for 25% of the total number of K-12 schools in India. Overall, utilisation in private
schools is higher, more so at the primary and secondary level, compared to government schools.

...25% of all K-12 schools in India are private schools, they account for 40% share in student enrolment

Number of students enrolled in private schools (mn) Number of private schools ('000)
99.8 339
c S
2 S
5.16 05 28.2 15
: i — i . i .
India us UK India us UK

Source: Edel Invest Research, FICCI.
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The private school have better quality than Government school and also pass % higher, which resulting shift
towards Private schools. Thus, going forward 130,000 private schools would be required over the next 8-10
years.

Current state 2022 state

Total current enrolment Total projected enrolment

253 million students 373 million students

GER overall: ~69.3% GER overall: 95%
(projected)*

Total number of private schools required to meet the requirements**:
~ 130,000

(Assuming current GER trends and shift to private schools trend)

Growth in total private K-12 schools from 2007-11

187012 191062

157324
123287 134885
92082
2006-07 2007-08 2009-10 2010-11

e Private Aided Private Unaided

Private K-12 schools have clocked CAGR of 4% over FY11-16.

Source: Edel Invest Research, FICCI.

Edel Invest Research



Zee Learn Limited

Major K-12 School chain

Particulars

Mount Litera Zee School Delhi Public School Educomp Schools Eurp School
COCO Schools 2003 2003 1997 2005
Franchise Schools v v v X
Presence Pan India Pan India Pan India Pan India
Differentiated Content v X x X

. . Propriety pedagogy
Propriety pedagogy NCERT with some g . :
Pedagogy ‘Litera Octave’ additional books Millennium L’earnlng Not Known
System’.

Affiliated Board CBSE CBSE CBSE CBSE
Schools 100+ 210 47 10

DEMANDis

definitely there

There is demand

572m population falls in age group 0-24 years
« |t double the US Population

230m students enrolled every year-219m for
KG-12, 11m for higher education

Allocation on education in Xith 5-year plan =
6x the Xth plan

246,000 candidates apply for CAT in 2009 - 3x
that a decade ago

Zee Learn: Demand

The only player Maximizing Value
with low risk

Huge Franchise base

Pedagogies created — ILLUME,
Litera Octave

Developed schoolinfrastructure
through Brick & Mortar K-12
schools
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Notable Trends in India’s Education Sector K-12

Private Schools adopting
franchise models

Emergence of
International School
Segment

Increasing Use of

Technology

Increasing in the number
of recognised
Educational Institutions

Key Challenges

200 ~

150 +

100

FY13  FY14  FY15

s # of K12 Schools

FY16

Various operating models like a mix of franchisee and owned-schools are being used by the private players to
ensure their economic viability

With increasing awareness, private Indian players are collaborating with Intfernational brands to provide
international standard quality education

Schools are investing in information and multimedia education technologies to provide better education to
students

Increase in technology has also influenced the education sector due fo which smart classes are gaining
acceptance

Number of recognised educational institutions are expected to rise from 7,485 in 2011 to 7,906 in 2014

Enrollment rate across the senior classes is quite low, while the girls dropout rate have witnessed increase in
comparison to that of boys in the primary and secondary levels.

Mount Litera (K-12 Schools) — growth continues...

()]
- 25 80,000 - o &
R o«
70,000 - 0 L 3
L 20 2 &
60,000 ©
<
— . l - 15 50,000
40,000
- 10
30,000
-5 20,000

10,000

FY17E FY18E FY19E FY20E
FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17E FY18E FY19E

Net addition K-12 School (RHS)
M Enrolements - Students

Source: Company, Edel Invest Research.

Mount Litera (K-12 Schools) — Sales

70 ~ r 35%
60 - F 30%
50 . - 25%
40 A P . - 20%
30 - \ | . - 15%
20 4 - 10%
- T T T T T T T - 0%
FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17E
s Total K12 - School Revenue (INR cr) % growth YoY (RHS)

Source: Company, Edel Invest Research.
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2012 Market Size ~ Rs 83850
crore

Expected CAGR 17%

Expected Market by 2020 ~
Rs 294450 crore

Private schools account for
42% of enrolments(2010-11)

Totalno of schools — 14 Lakh
GovtSchools - 11 Lakh

School (K12) Segment Outlook

Growth Drivers

« Huge market potential

(population)

« Private schools preference

by parents

« Higherstickiness (10 yr

commitment)

* GERIin elementary expected

toreach 100% by 2016

« Govtpush for private players

Key Challenges

Demand vs supply gap
(private schools)

20000-25000 ‘Quality* schools
required (NCERT)

GERin India 16% whereas in
developed nations like UK is
85% (Secondary section)

Overregulated
Teacher quality

fo enter the market
» Private Schools — 3 Lakh .

) ] « IBschools - growing the
» Private Aided - 80,000 premium segment (900
« Private Unaided - 2.3 Lakhs schools by 2020)

» Private Unaided premium
(15k+fees) - 70,000

ZLL: Strong brand equity boosting dominance

ZLL is a well-recognised brand in the education sector, particularly in the pre-schools and K-12 segments.
The company’s brand image and reputation are amply bolstered by its sound corporate philosophy, business
ethos, quality courses and result-oriented, innovative & differentiated pedagogy. Ergo, we believe ZLL is
well-positioned to capitalise on its brand equity and expand its franchise distribution network and product &
service offerings across the education value chain.

Focused strategy towards digital content + growth + efficiency

ZLL has invested considerable resources in developing learning designs, student learning materials and e-
content for pre-schools and K-12 schools. This education content is consistent with the company’s pedagogy
of Litera OCTAVE and iLLUME, equipping ZLL with the entire education suite for pre-schools and K-12
schools. We believe, it is imperative for ZLL to expand the footprint of its pre-schools and K-12 schools if the
company has to take its path-breaking pedagogies and learning materials to the most number of students.
ZLL is expanding the footprint of its preschools and K-12 schools through franchise model and as brand &
schools maturing student enrollment would multiple in coming years which will bring pricing action as well
for ZLL schools mainly in MLZS. With increasing scale and rationalising of vendors, the company has been
able to manage its cost of goods while improving quality. It is constantly focused on assessing its operations
and re-engineering processes to become more efficient. We believe, these initiatives will improve its
operating and profitability margin in the coming years.
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DCF assumptions

Outlook and Valuations

Rising disposable incomes, parents prioritising childrens’ education, growth of school age population and
prudent franchise (in K-12 and pre-school) additions over FY16-19E position ZLL to deliver 44% earnings
CAGR, which will spur healthy cash flows and return ratios. At CMP of INR48, the stock is currently trading at
24x/19x FY18E/FY19E EV/EBITDA, respectively. We initiate coverage on the stock with ‘BUY’
recommendation and target price of INR80, valuing it on discounted cash flow (DCF).

To value ZLL, we have used 2 methodologies: (i) discounted cash flows (DCF); and (ii) EV/EBITDA valuation.
We prefer the DCF valuation as the company has mostly annuity revenue and the K-12 business getting
traction after 6-7 years of operation.

DCF analysis

In our DCF calculation, we have forecasted ZLL’s business until FY26 based on its current expansion plans
and operational efficiency. We have assumed 18%, 24% and 41% CAGR over FY16-20E in revenue, EBITDA
and EBIT, respectively.

We have assumed a terminal growth rate of 5.0% and calculated a weighted average cost of capital of
10.8%. Based on our DCF calculations and various assumptions, we have arrived at net present value (NPV)
of INR8O per share.

DCF calculation

Beta (x) 0.9 (INRcr) FY17E FY18E FY19E FY20E FY21E FY22E FY23E FY24E FY25E FY26E
Risk free rate (%) 8.0 NOPAT 38 51 61 77 93 111 133 160 192 230
o . - e Dep/amort. 9 6 6 7 8 8 9 10 11 12
isk premium (%) ‘ NWC 7 2 2 3 3 3 3 4 4 5
Cost of equity (%) 11.6 Capex 25 20 25 25 25 25 25 25 25 25
Cost of debt (%) 102 FCF 66 79 95 112 128 148 171 199 233 273
PV 59 64 70 74 77 80 84 88 93 98
WACC (%) 10.8
Total PV 2,580
Terminal growth rate (%) 5.0 Net Debt 27
Equity Value 2,552
Fully diluted no. of
32
shares (cr)
Fair Value (INR) 80
EV/EBITDA valuation
ZLL is trading at 24x FY18E and 19x FY19E EV/EBITDA with 10% RoCE and 13% RoE in FY19E. We have valued
ZLL at 30x FY19E EV/EBITDA, given the huge opportunity in the domestic education sector and the
company’s positioning as the one of the largest players in the pre-school segment and a leading player in K-
12 schools and ZLL expected to clock robust earnings growth of 44% over FY16-19E. We initiate coverage on
the company with ‘BUY’ recommendation and target price of INR8O.
Peer Comparison
. Sales EBITDA EPS
P/S(x) P/E(x) EV/EBITDA(x) EB'TDS /“)"a'g'" Growth Growth Growth ROE (%)
Company ’ (%) (%) (%) PEG
FY17E | FY18E  FY17E | FY18E FY17E  FY18E FY17E  FY18E  FY16-18E | FY16-18E & FY16-18E FY17E | FY18E
TAL Education Group 6.5 43 52.7 34.5 40.1 24.7 15% 16% 60% 58% 46% 0.8 25.5 30.2
Raffles Medical Group Ltd 5.4 4.8 36.0 321 25.7 22.7 21% 21% 15% 10% 6% 5.5 11.5 12.0
Bumrungrad Hospital PCL 7.2 6.7 36.2 34.5 23.0 21.1 31% 31% 7% 9% 3% 10.8 265 25.2
MT Educare Ltd 1.6 1.4 14.8 13.8 9.4 8.3 19% 18% 25% 17% 7% 2.1 19.3 17.4
NIIT Ltd 1.1 1.0 18.2 10.4 16.9 11.2 8% 10% 10% 35% 33% 0.3 7.7 13.3
Zee Learn 8.6 7.4 46.3 40.8 31.1 23.5 32% 33% 17% 26% 58% 0.7 12.4 12.4
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Key Risks

Not for profit status

K-12 schools must be operated as not-for-profit entities either as Public Trusts, Societies or as Section 25
companies. The not-for-profit mandate is a key deterrent to active private interest and flow of capital from
the corporate sector. In several other countries such as the US, not-for-profit models coexist with for-profit
models.

Complex regulatory environment

There are multiple regulatory agencies with overlap of functions and mandates. Education as a subject
features in all 3 Constitutional lists i.e., Union, State and Concurrent. This has resulted in both central and
state government agencies regulating education, making the set-up of new universities difficult.

Public school infrastructure

Poor infrastructures in government schools and lack of good teachers have forced the Indian middle class to
withdraw their children from government schools and enroll them in private schools. While private schools
account for 20% (0.26mn) of the total number of schools (1.3mn), they provide education to more than 30%
of students. Rising demand for quality education is also backed by the willingness to pay for it. Land prices in
metros like Delhi and Mumbai are high and almost no vacant education land parcels, thereby limiting
capacity expansion. A state-wise analysis of the need gap indicates a shortage of schools in Chandigarh,
Kerala and Delhi/NCR. In places like Delhi, this situation is expected to remain unchanged due to high land
costs and unavailability of new school land parcels.
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Franchise
Company owned company operated (COCO)

Pedagogy. Curriculum & Content
Teacher Training

Marketing & Academic Center Audits
Parenting Programs & Seminars

With R & D team of over 60 members, constant
focus on pedagogy, curriculum design, content
creation

Flexible pedagogy christened iLLUME to
observe children on pre-defined parameters
and accordingly identify the preferred learning
style

Company Description
ZLL is India’s leading company in the education segment with the fastest growing chain of K-12 schools—
Mount Litera Zee School and Asia’s No 1 chain of pre-school network Kidzee in its portfolio.

The company also has a chain of pre-schools Kidzee with more than 1,550 plus operational pre-schools in
over 550 cities across India. Kidzee has so far touched the lives of more than 450,000 children since
inception in 2003.

Zee Learn School Innovations works with existing schools to improve their student outcomes and efficiency
through a school audit that identifies improvement areas.

Youth today is looking for vocational education outside the ambit or traditional higher education.
Acknowledging this fact, ZLL has developed Zee Institute of Media Arts (ZIMA), a TV and film training
institute, in Mumbai that offers diploma courses in direction, acting, sound, editing, production and
cinematography. Another offering from the company Zee Institute of Creative Art (ZICA) is the nation’s first
full-fledged classical and digital animation training academy offering training in classical 2D, modern 3D
animation and VFX in over 15 cities across India.

Segment-wise description

Business Model o Franchise

e SchoolManagement Contfract

Business Model

Architectural designs
Curriculum - Blended Learning Designs
integrated with digital content

Services | Mount Services

\ KIDZEE 34

Litera
\ Zee School

Parenting Programs & Seminars
Affiliation with the CBSE Board

« State-of-the-artinfrastructure, contemporary
learning and teaching methods, well-
researched proprietary content and
constructive learning environment

After years of research, we have created an
infegrated educational model, ‘Litera Octave’
which facilitates deeper concept
understanding

Strengths Strengths

Business
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ZLL sales mix
3% 3% 3% 3% 3%
15% ;
- : 25% 24% 24% 23% 23% 23%
21% 23%
99% 96%
77% 9 9 74% 74%
64% 0% 73% 73% o b
FY11 FY12 FY13 FY14 FY15 FY16 FY17E FY18E FY19E FY20E
M Total pre-school Revenue (INR cr) Total K-12 Revenue (INR cr) M Others

Note: Television content revenue in FY13 & FY14; Source: Company, Edel Invest Research

ZLL reported 57% profit growth on standalone basis in FY16, which has sustained in 9mFY17 and operating

EBITDA jumped 27% in FY16. Similarly, consolidated profit catapulted 52% and consolidated operating
EBITDA 41% in FY16.

Zee Learn portfolio, across various genres in the Indian market, includes:
e PreSchool: Kidzee

e K-12: Mount Litera Zee Schools

e Vocational courses: ZICA and ZIMA

The ZEE Group is one of the most diversified premium education groups which delivers learning solutions
and training through its multiple products viz., Kidzee, Mount Litera Zee Schools, Braincafe, Mount Litera
World Pre-school, Zee Institute of Media Arts (ZIMA), Zee Institute of Creative Arts (ZICA) and E - Learning
Online Education and Testing. The Group is also engaged in production/acquisition of television content and
providing and servicing school infrastructure on long-term agreements.
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» Lower competition among ex
demand supply gap

Porter Five Forces Analysis

Low competitive intensity

isting players because of the

» With limited number of institutes offering quality education,

institutes compete to attract
campuses

Threat of New Entrants

Minimal infrastructure
requirements allow startups
to venture into the pre
school and vocational study
sector

Bargaining Power of
Suppliers

» Bargaining power of
quality education institutes
remain high

» Significant shortage of
teachers has increased the
bargaining power

best students to their respective

Substitute Products

With many Schools, its easy
for students to switch to
new, but quality education
restricting it

Bargaining Power of
Customers
High demand- supply gap has

weakened the bargaining
power of the students

Bargaining
Power of
Customers
(Low)

Threat of New
Entrants
(High)

Competitive
Intensity
(Low)

Bargaining
Power of
Suppliers

(High)

Substitute
Products
(Medium)
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Management details: Strong and experienced leadership

ZLL is led by a management team that comprises senior professionals with sound expertise and knowhow.
They possess a proven track record in the industry and have been instrumental in driving the company’s
strategy and growth.

Key management personnel

Mr Himanshu Mody, Chairman

Mr. Himanshu Mody is currently heading Group Finance & Strategy for the Essel Group. He has almost 16
years of rich experience.

Mr. Debshankar Mukhopadhyay, Chief Executive Officer

Mr. Debshankar Mukhopadhyay has 20 years of experience in educational and financial sectors across South Asia.
Network and channel development is his forte, along with effective leadership in business and operational management.
Prior to this, he was the Head of Educational Sales — Financial Services & Insurance at Manipal Global Education Services.
Mr. Mukhopadhyay’s previous stints have been with Max Life Insurance, Western Union, Scholastic India, Zee Interactive
Learning Systems and DHL Worldwide. He is a Commerce Graduate from Kolkata University and has done Post Graduate
Diploma in Business Management, IISWBM, Kolkata. He has also completed various professional workshops like
Management Development Program from Jamnalal Bajaj Institute of Management, Service Excellence Training at Western
Union, Rome, Certificate course from Indian Institute of Management, Kolkata, in Project Management and
Transformational Leadership Program at Indian School of Business, Hyderabad.

Mr. Umesh Pradhan, Chief Financial Officer

With 25 years of experience in the key management position, Mr. Umesh Pradhan is a highly accomplished accounting &
finance management professional with skills in achieving greater organizational efficiency & profitability with reducing
organisational risk. He has worked with the Essel Group (ZEEL) for 13 years from 1994 to 2007. He is a Commerce
graduate from Mumbai University and a Cost Accountant.
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1994

Started education
related business
activities as a division of
Zee Enfertfainment
Enterprises Limited (ZEEL)

1999

ZEEL education related
business activities were
fransferred to Zee
Interactive Learning
Systems Limited, a wholly
owned subsidiary of ZEEL

Major milestones
2008

Merger and amalgamation of ETC Networks
Limited with Zee Interactive Learning Systems

Limited, and consequently:

the business of ETC Networks Limited was
merged and fransferred to Zee Interactive

Learning Systems Limited,

the resultant entity was engaged in the

education as well as the media and
entertainment business,

the resultant entity was renamed as ETC

Networks Limited, and was listed on
exchanges

O

2010

Incorporated as a public limited
company on January 4, 2010, with
the name Zee Learn Limited. A
composite scheme of
amalgamation and arrangement

provided for Merger of ETC Networks

Ltd with Zee Entertainment
Enterprises Limited with effect from
March 31, 2010 and upon the
aforesaid merger, demerger of
education business undertaking of
ZEEL and the fransfer / vesting of the
business undertaking to Zee Learn
Limited on and from April 1, 2010.

2012
Kidzee crossed 1250
cenfres in India

2011

The scheme of amalgamation
and arrangement for merger of
Essel Enterfainment Media
Limited with ZLL was approved
by the High Court of Judicature
atBombay vide an order dated
June 17, 2011, whereby the
entire business of EEML was
fransferred to ZLL. Pursuant fo the
aforesaid scheme being
effective, DVPL became a
wholly owned subsidiary of ZLL.
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Subsidiaries

Digital Ventures Private Limited

Digital Ventures (DVPL) owns, develops and leases school infrastructure and ancillary assets required in the
education business.

Peak School Status
Sr.No Locations Area Student for Academic  Facilities
Capacity Year 2016
Spread across 8 acres - appx. Multipurpose Hall, Sports ground, Science Lab,
1 Bhatinda 1,33,000 sq.ft. built up ¢.1800 Upto Class 10  Computer Lab, Art and Music rooms, swimming pool,
Land taken on long term lease tennis court
Spread across 7.8 acres - appx. Multipurpose Hall, Sports ground, Science Lab,
2 Nagpur 1,25,000 sq.ft. built up ¢.1800 Upto Class9  Computer Lab, Art and Music rooms, swimming pool,
Land taken on long term lease tennis court
Spread across 5.73 acres - appx. Multipurpose Hall, Sports ground, Science Lab,
3 Patiala 1,25,000 sq.ft. built up ¢.1800 Upto Class9  Computer Lab, Art and Music rooms, swimming pool,
Land taken on long term lease tennis court
Spread across 5.48 acres - appx. Multipurpose Hall, Sports ground, Science Lab,
4 Karnal 1,25,000 sq.ft. built up ¢.1800 Upto Class 8  Computer Lab, Art and Music rooms, swimming pool,
Land taken on long term lease tennis court
Spread across 5 acres appx. Multipurpose Hall, Sports ground, Science Lab,
5 Goa 1,35,000 sq.ft. built up ¢.1800 Upto Class 10 Computer Lab, Art and Music rooms, swimming pool,
Own Land tennis court
Basket ball court, badminton court, yoga room,
gymnastics room, squash court, table tennis room, mini
Spread across 1.45 acres — soccer field and outdoor play area, wifi campus, multi-
6 Mumbai appx. 274,000 Sq ft. built up c.1376 Upto Class8  media library, music and activity room, ICT and science

Land taken on long term lease

lab, preview theater, ergonomically designed furniture,
state of art class rooms, ipad/tablet enabled class room
lectures

Note: All schools are affiliated/in process with CBSE except for Mumbai school which is affiliated to International
Baccalaureate (IB)

Academia Edificio Private Limited

Academia Edificio was incorporated on January 14, 2016, as a wholly owned subsidiary of ZLL to venture into
building / constructing / developing educational infrastructure.
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Industry Overview

The education sector in India is poised for major growth in the years to come as India will have the world’s
largest tertiary-age population and second largest graduate talent pipeline globally by 2020 end. In FY16, the
education market was worth about USD100bn, up from USD95.8bn in FY15, and expected to touch
USD116.4bn in FY16-17. Currently, higher education contributes 58.8% to the market size, school education
38.1%, pre-school segment 2.5% and technology & multi-media the balance 0.6%.

India has one of the largest networks of higher education institutions in the world with 666 universities and
39,671 colleges. It is also the third largest in terms of education enrolment with over 21.5mn enrolments per
year. The private education sector, which was valued at an estimated USD96bn in 2015, is estimated to
reach USD133bn by 2020.

Education Landscape in India

Indian Educational System

|
J i

Public Sector Private Sector

‘ I

Schools Formal Setup

Central govt.

Non Formal Setup

Funded institutions Schools Pre-schools
\ \ \
State govt. Funded ngl'lwr?rflidfgc:hon Coaching Classes
institutions stifutions
‘ \
Higher Education Multimedia Schools
institutions i

Vocational Training
Centers

Educational Material
Suppliers

Government of India thrust of spending on Education sector

Under Union Budget FY16, the Government of India has allocated USD23.3bn for the education sector

compared to USD23bn in the previous budget. Of this, while USD13.5bn has been earmarked for general

education, USD3.6bn has been allocated for Sarva Siksha Abhiyan, USD1lbn for secondary education,

USD1.5bn allocated to mid day meal scheme, higher education received USD2.6bn and technical education

USD1.09bn.

e  National Knowledge Commission (NKC): An advisory body National Knowledge Commission (NKC) was
set up to guide policy and direct reforms, focusing on certain key areas such as education, science and
technology, agriculture, industry and e-governance. NKC recommended increase in the number of
universities to 1,500 by 2015 and to increase the gross enrolment ratio to at least 15% by 2015.

e  Government focus on education quality: In the 12th Five-Year Plan, the government plans to provide
enhanced access to higher education by creating 2mn additional seats for each age group. During the
Plan, the government will continue to focus on expansion, equity and excellence with a greater
emphasis on quality of higher education.
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e  Foreign Direct Investment: The Government of India permitted 100% FDI in the education sector
through the automatic route since CY02. Foreign Educational Institutions (Regulations of Entry and
Operations) Bill, 2010, was adopted to liberalise the education sector in India. FDI investment in India
from April 2000 to September 2015 reached USD1142.69mn.

° Skill India Initiative — Kaushal Bharat, Kushal Bharat: Under this initiative, the government has set
itself a target of training 400mn citizens by 2022 that will enable them to find jobs. The initiatives
launched include various programmes like Pradhan Mantri Kaushal Vikas Yojana (PMKVY), National
Policy for Skill Development and Entrepreneurship 2015, Skill Loan scheme and the National Skill
Development Mission.

Increase in GER to drive growth in school and higher education segment:

GERs (gross enrollment ratio) in the K-12 segment is expected to increase to 87% by FY20 from 82% in FY16,
due to initiatives by Central and state governments. This growth is expected to be driven largely by
enrolments in the private segment of K-12, estimated at a CAGR of 6% over FY16-21. Rise in urbanisation,
increase in average income levels and growing ability & willingness to spend on quality education have
encouraged the shift in preference to private from government schools. Private schools are also expected to
attract more students due to better infrastructure, international affiliations and greater flexibility to modify
curriculum as per current competitive standards.

Enrolment in the public segment is expected to remain stagnant during the same period. Slow capacity
creation in government schools has led to higher enrolments in private institutions. Consequently, the
school segment is expected to clock 11-12% CAGR from INR163bn in FY16 to INR281bn in FY21.

In the higher education segment, GER is expected to reach 27% in FY20 from 22.5% in FY16 led by increased
enrolments in professional and technical courses compared to general graduation courses.

The higher education segment is also expected to post 11-12% CAGR from INR22bn in FY16 to INR37bn in
FY21.

The graph below illustrates the expected growth in both K-12 and higher education in India, between
2015-16 and 2020-21

(INR bn)

2015-16E 2020-21P

mK-12 Higher Education

Source: FICCI, Edel Invest Research
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K-12 Industry - Overview

Overview of K-12 education structure

K-12 education is part of the formal education system in India, regulated by central and state governments,
primarily by the latter via local bodies such as municipal corporations and state-level education
departments. The K-12 education structure can be broadly classified on the basis of management, level of
education; and board of affiliation, i.e., including CBSE, Indian Certificate of Secondary Education (ICSE) and
International General Certification of Secondary Education (IGCSE). Affiliation with a board is voluntary for
schools, except when the school is full or partly aided by the state government; in that case, the school must
be affiliated with the respective state board.

Market size

GER in the K-12 segment was pegged at 80.5% in FY15 and is expected to touch 87.5% in FY20 driven by rise
in urbanisation & disposable incomes, lower dropout rates due to increasing awareness, rising affordability
(with more households moving to the middle & higher income brackets) and government schemes to
incentivise transition to higher level K-12 education (such as cash rewards for girls transiting to upper
primary, secondary and higher secondary K-12 schools). However, the average number of students enrolled
per school is expected to be lower as schools strive to rationalise the student-teacher ratio to improve the
quality of education. Rising affordability is also expected to boost demand for private schools.

At the elementary level, the share of private K-12 schools is expected to gradually rise from 27% in FY15 to
32% in FY19. At the secondary and higher secondary level, their share is expected to jump from 56% in FY15
to 70% in FY19 due, in part, to slow capacity creation in government schools.

Integrated K-12 institutions are more in demand as they provide students with smooth curriculum transition
across grades and greater flexibility to modify curriculum as per current competitive standards. However,
the wide demand-supply gap for teachers in the domestic K-12 segment is seen as a critical roadblock, with
a shortfall of 2.25mn teachers for India (with a student-teacher ratio of 30:1 in FY15) to meet the developing
countries’ average (student-teacher ratio of 24:1, compared to a student-teacher ratio of 15:1 in developed
countries).

Growth Drivers of K-12 Industry

e  Rising urbanisation;

e  Rising disposable incomes;

e  Consumer preference for private schools;
e  Affiliation to various boards; and

e  Government initiatives
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K-12 Schools — Notable Trends

Private Schools adopting e Various operating models like a mix of franchisee and owned-schools are being used by the private players to
franchise models ensure their economic viability

Emergence of
International School
Segment

e With increasing awareness, private Indian players are collaborating with International brands to provide
international standard quality education

e Schools are investing in information and multimedia education technologies to provide better education to
Increasing Use of students

Technology e Increase in technology has also influenced the education sector due to which smart classes are gaining
acceptance

Increasing in the number
of recognised o Number of recognised educational institutions are expected to rise from 7,485 in 2011 to 7,906 in 2014
Educational Institutions

e Enrollment rate across the senior classes is quite low, while the girls dropout rate have witnessed increase in

Key Challenges comparison to that of boys in the primary and secondary levels.

Based on the differential geography and income levels of the Indian population, 3 different sub-markets
have emerged within the private school segment:

° High-end schools: Schools charging fees more than INR60,000 (USD1,000) per annum. Parents of
students studying in this segment have high aspirational value on student outcomes.

° Mid-market schools: Schools charging fees between INR12,000 (USD200) and INR60,000 (USD1,000)
per annum. These schools are based especially in Tier-2 cities and their market share is expected to
double in coming years.

° Affordable private schools: Fees under INR12,000 (USD200) per annum. These schools primarily cater
to the low-income population.

Key policies and initiatives

Grade I to VIl

For elementary education, the Sarva Shiksha Abhiyan and the Midday Meal were launched to drive growth
in the K-12 segment. Sarva Shiksha Abhiyan was launched in FYO1 to promote and provide universal access
to elementary education, eliminate gender and social gaps with regard to school education, improve the
quality of learning, facilitate opening of new schools, provide inclusive education to children with special
needs and create alternative schooling facilities for out-of-school children and promote computer-aided
learning. While the Midday Meal scheme is operational in various states since 1925, it was launched as a
centrally sponsored scheme known as the National Program of Nutritional Support to Primary Education in
1995, seeking to incentivise and enhance school attendance and improve nutritional levels among children,
especially in grades I-V, from economically weaker sections of the society.

Grade IXto X

The Rashtriya Madhyamik Shiksha Abhiyan was launched in CY09 to enhance access to secondary education
and improve quality of education, mandating all secondary schools to follow prescribed norms on
eliminating gender, socioeconomic and disability barriers.
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Right to Education Act

The Right to Education Act was notified in 2009, to provide free and compulsory education to children aged
6-14, requiring all private — aided and unaided — schools to reserve 25% of available seats for children from
economically weaker sections of the society.

Information and communication technologies (ICT)

ICT refers to various technological aids used in schools and colleges to facilitate learning and improve

the quality of teaching. State governments outsource the installation and maintenance of IT hardware,
content and training in public schools to private players, through projects funded in partnership with the
central government.

Competitive landscape
Some of the players in the Indian K-12 segment include Delhi Public School, Ryan International School and
Bharatiya Vidya Bhavan.

+ Government'simpetus on skill
development

» Highinterest cost
» Delay in project allocation
process by government

» Growing aspirations of middle class . Shortage of skilled feachers

people

« Large un tapped opportunity in the
digital classroom space

« Existing shortage of K-12schools in
the country

. » Educational services brought
under purview of service tax
% - Prohibitive costsin tier-1 &2

$ citesin setting up new schools

« Rising competitionin all segments
« Existing shortage of K12 schoolsin the &
country ((“
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Industry growth drivers

Increasing disposable incomes and willingness of people to spend on education are key drivers of the Indian
education Industry.

Educationin India

Formal Education Informal Education

Higher Coaching P Vocational
Education Institutes Education
e Increasing e High demand o Higher o Franchisee e Increasing

awareness and of qualified competition for models and demand for
sun standard employee from professional increasing skilled labour
government the growing courses awareness in o low
§chop| sjrucfure service sector hgr 2<;nd fier 3 employability
inIndia is citiesis set to levels
driving private drive the sector
schools
enrolments

Perpetual

Inelastic Pricing Perceived Value

USD144bn by 2020

Demand Inefficient Supply

Immense growth potential
e India has the world’s largest population of about 500mn in the age bracket of 5-24 years and this
provides a great opportunity for the education sector;

e The Indian education sector is set for strong growth buoyed by robust demand for quality education;

e The domestic education market size is expected to reach USD110bn by FY15.

Policy support

e Government’s sustained focus on liberalising the education sector is reflected in the proposed

introduction of trend setting bills such as the Foreign Educational Institutions (Regulation of Entry and
Operations) Bill, 2010 and the Educational Tribunals Bill, 2010.

e Adoption of “The Model School Scheme” to provide quality education in rural areas by setting up of
6,000 schools.

e The Ministry of HRD launched National Initiative for Design Innovation in thel2th Five Year Plan which
aims to link all the schools in the country through 20 new Design Innovation Centres and one Open
Design School.
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Education segment — looking attractive

Current Non Value
Size Growth Regulated Scalability Creation
Preschool x v v v v
K-12 4 4 x v v
HE v 4 x v v
Multimedia in private schools x 4 v v v
ICT in govt schools x v v v x
Coaching Classes v v v x x
Vocational Training x v v x x
Books x x v x x
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Financial Performance

ZLL's net sales are estimated to clock 18% CAGR over FY16-19E to INR 246cr by FY19E. Healthy growth in
both the segments is expected to continue. We expect Kidzee to post 20% CAGR and continue to contribute
~70% and Mount Litera to register 17% CAGR over FY16-19E..

Sales and growth (%)
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Source: Company, Edel Invest Research
ZLL's margin is estimated to improve with operational efficiency and schools being annuity business.

EBITDA and EBITDA margin
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Source: Company, Edel Invest Research

Healthy cash flow from operations

ZLL is estimated to generate healthy cash flow from operations in the coming years led by robust
operational performance. The company’s gross debt stood at INR270cr by FY17 end. It is planning to
restructre INR150cr debt (against Mumbai BKC — IB School).

Net Profit vs. Operating Cash Flow
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Z
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M Net profit Operating cash flow

Source: Company, Edel Invest Research
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Financials

Income statement (INR crs)
Year to March FY15 FY16 FY17E FY18E FY19E

Income from operations 128 151 178 207 246
Direct costs 38 41 44 51 59
Employee costs 25 25 25 29 35
Other expenses 60 67 77 88 105
Total operating expenses 97 108 121 138 164
EBITDA 31 43 57 69 82
Depreciation and amortisation 9.4 10.2 9.3 5.7 6.4

EBIT 21 33 47 63 76
Interest expenses 15 20 14 14 14
Otherincome 4 2 3.6 4 5
Profit before tax 10 15 37 54 67
Provision for tax 0.0 0.0 3.7 16.1 22
Core profit 10 15 33 38 45
Extraordinary items -0 0 0 0 0
Profit after tax 10 15 33 38 45
Minority Interest 0 0 0 0 0
Share from associates 0 0 0 0 0
Adjusted net profit 10 5 33 38 45
Equity shares outstanding (mn) 32 32 32 32 32
EPS (INR) basic 0.31 0.47 1.0 1.2 1.4

Diluted shares (Cr) 32.0 321 321 321 321

EPS (INR) fully diluted 0.3 0.5 1.0 1.2 1.4

Dividend pershare 0.0 0.0 0.0 0.0 0.0

Dividend payout (%) 0.0 0.0 0.0 0.0 0.0

Common size metrics- as % of net revenues

Year to March FY15 FY16 FY17E FY18E FY19E

Operating expenses 76.1 71.4 68.1 66.7 66.6

Depreciation 7.3 6.7 5.2 2.7 2.6

Interest expenditure 11.9 13.2 8.1 6.7 5.6

EBITDA margins 23.9 28.6 31.9 33.3 334

Net profit margins 7.7 10.0 18.6 18.1 18.3

Growth metrics (%)

Year to March FY15 FY16 FY17E FY18E FY19E

Revenues 5.3 18.4 17.5 16.6 18.9

EBITDA 151.8 41.4 31.2 21.7 19.3

PBT (609.3) 52.5 143.6 46.0 25.6

Net profit (609.3) 52.5 119.2 13.6 20.2

EPS (608.2) 52.2 119.2 13.6 20.2
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Balance sheet (Standalone) (INR Cr)
As on 31st March FY15 FY16 FY17E FY18E FY19E
Equity share capital 32 32 32 32 32
Preference Share Capital 0 0 0 0 0
Reserves & surplus 202 218 251 289 334
Shareholders funds 234 250 283 321 366
Secured loans 338 361 245 120 120
Unsecured loans 34 26 26 26 26
Borrowings 372 387 270 145 145
Minority interest 0 0 0 0 0
Other liability 2 9 125 250 250
Sources of funds 608 646 679 716 761
Gross block 116 146 171 191 211
Depreciation 22 32 42 47 54
Net block 94 114 130 144 157
Capital work in progress 444 478 478 478 478
Total fixed assets 539 592 607 622 635
Unrealised profit 0 0 0 0 0
Investments 4 10 11 12 13
Inventories 27 11 26 30 30
Sundry debtors 16 30 25 32 41
Cash and equivalents 16 12 34 54 93
Loans and advances 21 12 13 8
Other current assets 0 0 0 0 0
Total current assets 64 73 97 130 172
Sundry creditors and others 75 58 67 77 89
Provisions 0 1 1 1 1
Total CL & provisions 75 59 68 78 90
Net current assets =12 14 29 52 82
Net Deferred tax

Misc expenditure 77 31 31 31 31
Uses of funds 608 646 679 716 761
Book value pershare (INR) 7 8 9 10 11
Cash flow statement

Year to March FY15 FY16 FY17E FY18E FY19E
Net profit 10 15 33 38 45
Add: Depreciation &) 10 9 6 6
Add: Misc expenses written off -5 46 0 0 0
Add: Deferred tax 0 0

Add: Others 0 0 0
Gross cash flow 14 71 42 43 51
Less: Changes in W. C. 0 29 -7 2 -8
Operating cash flow 14 42 49 41 60
Less: Capex 77 63 25 20 20
Free cash flow -63 -21 24 21 40
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Ratios

Year to March FY15 FY16 FY17E FY18E FY19E
ROAE (%) 43 6.2 12.4 12.4 13.1
ROACE (%) 3.7 5.3 7.2 9.1 10.3
Debtors (days) 46 72 52 57 60
Currentratio 0.8 1.2 1.4 1.7 19
Debt/Equity 1.6 1.5 1.0 0.5 0.4
Inventory (days) 78 26 54 53 45
Payable (days) 0 0 0 0 0
Cash conversion cycle (days) 124 98 106 110 105
Debt/EBITDA 12.2 8.9 4.8 2.1 1.8
Adjusted debt/Equity 1.5 1.5 0.8 0.3 0.1
Valuation parameters

Year to March FY15 FY16 FY17E FY18E FY19E

Diluted EPS (INR) 0.3 0.5 1.0 1.2 1.4
Y-o-Y growth (%) (608.2) 52.2 119.2 13.6 20.2

CEPS (INR) 0.6 0.8 13 1.3 1.6
Diluted P/E (x) 154.5 101.5 46.3 40.8 33.9

Price/BV(x) 6.5 6.1 5.4 4.8 4.2

EV/Sales (x) 14.7 12.6 9.9 7.8 6.4
EV/EBITDA (x) 61.5 44.0 31.1 235 19.2

Diluted shares O/S 32.0 32.1 32.1 32.1 32.1

Basic EPS 0.3 0.5 1.0 1.2 1.4
Basic PE (x) 1545 1015 46.3 40.8 33.9

Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
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Zee Learn Limited

Example:

INDEX I: Indian Education Sector — wealth creator

Demand > Supply Value

Demand suppl —
(at any price) PRl e

My Education from 1985 — 1999 (Nursery to XlI) Costs ~INR 1,00,000 where as now Pre-School +
Kindergarten cost is >INR 1,00,000
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Price of education has increased by 3-6x over the last decade
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Zee Learn Limited

Edelweiss Broking Limited, 1st Floor, Tower 3, Wing B, Kohinoor City Mall, Kohinoor City, Kirol Road, Kurla(W)
Board: (91-22) 4272 2200

Vinay Khattar
Head Research

vinay.khattar@edelweissfin.com

Rating Expected to

Buy appreciate more than 15% over a 12-month period
Hold appreciate between 5-15% over a 12-month period
Reduce Return below 5% over a 12-month period

Zee Learn 5 years price chart
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Disclaimer

Edelweiss Broking Limited (“EBL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related activities. The business of EBL and its
Associates (list available on www.edelweissfin.com) are organized around five broad business groups — Credit including Housing and SME Finance, Commodities, Financial Markets, Asset Management and Life Insurance.

Broking services offered by Edelweiss Broking Limited under SEBI Registration No.: INZ000005231; Name of the Compliance Officer: Mr. Dhirendra Rautela, Email ID: complianceofficer.ebl@edelweissfin.com Corporate Office: Edelweiss House,
Off CST Road, Kalina, Mumbai - 400098; Tel. (022) 4009 4400/ 4088 5757/4088 6278

Disclosures under the provisions of SEBI (Research Analysts) Regulations 2014 (Regulations)

Edelweiss Broking Limited ("EBL" or "Research Entity") is regulated by the Securities and Exchange Board of India ("SEBI") and is licensed to carry on the business of broking, depository services and related activities. The business of EBL and its
associates are organized around five broad business groups — Credit including Housing and SME Finance, Commodities, Financial Markets, Asset Management and Life Insurance. There were no instances of non-compliance by EBL on any matter
related to the capital markets, resulting in significant and material disciplinary action during the last three years. This research report has been prepared and distributed by Edelweiss Broking Limited ("Edelweiss") in the capacity of a Research
Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No.INH000000172

This Report has been prepared by Edelweiss Broking Limited in the capacity of a Research Analyst having SEBI Registration No.INHO00000172 and distributed as per SEBI (Research Analysts) Regulations 2014. This report 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. This report is
provided 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 report should make such
investigation 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), and should consult his own advisors to determine
the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied,
in whole or in part, for any purpose. 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 EBL and associates / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in certain
jurisdictions may be restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This information is subject to change without any prior notice. EBL reserves the right to make modifications and alterations to this statement as may be required from time to time. EBL or
any of its associates / group companies shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. EBL is committed to providing independent
and transparent recommendation to its clients. Neither EBL nor any of its associates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including
loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. Past performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the
views expressed in the report. The information provided in these reports remains, unless otherwise stated, the copyright of EBL. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and copyright
of EBL and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

EBL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or snags in the system, break down of the system or any other equipment, server
breakdown, maintenance shutdown, breakdown of communication services or inability of the EBL to present the data. In no event shall EBL be liable for any damages, including without limitation direct or indirect, special, incidental, or
consequential damages, losses or expenses arising in connection with the data presented by the EBL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by
virtue of their receiving this report.

EBL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company(ies), mentioned herein or (b)
be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company/company(ies) discussed herein or act as advisor or
lender/borrower to such company(ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public
appearance. EBL may have proprietary long/short position in the above mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment
objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation to do business with EBL.

EBL or its associates may have received compensation from the subject company in the past 12 months. EBL or its associates may have managed or co-managed public offering of securities for the subject company in the past 12 months. EBL or
its associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company in the past 12 months. EBL or its associates may have received any compensation for products or
services other than investment banking or merchant banking or brokerage services from the subject company in the past 12 months. EBL or its associates have not received any compensation or other benefits from the Subject Company or third
party in connection with the research report. Research analyst or his/her relative or EBL’s associates may have financial interest in the subject company. EBL, its associates, research analyst and his/her relative may have other potential/material
conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous
market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange
controls which could affect the value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency risk.

Research analyst has served as an officer, director or employee of subject Company: No

EBL has financial interest in the subject companies: No

EBL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report: No
EBL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report: No

Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by EBL on any matter related to the capital markets, resulting in significant and material disciplinary action during the last three years.
A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will
be, directly or indirectly related to specific recommendations or views expressed in this report.

Additional Disclaimer for U.S. Persons

Edelweiss is not a registered broker — dealer under the U.S. Securities Exchange Act of 1934, as amended (the“1934 act”) and under applicable state laws in the United States. In addition Edelweiss is not a registered investment adviser under
the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any
brokerage and investment services provided by Edelweiss, including the products and services described herein are not available to or intended for U.S. persons.

This report does not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services and/or shall not be considered as an advertisement tool. "U.S. Persons" are generally
defined as a natural person, residing in the United States or any entity organized or incorporated under the laws of the United States. US Citizens living abroad may also be deemed "US Persons" under certain rules.

Transactions in securities discussed in this research report should be effected through Edelweiss Financial Services Inc.

Additional Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order
2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such
persons together being referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available only to relevant persons and will be engaged in only with
relevant persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to
any other person.

Additional Disclaimer for Canadian Persons

Edelweiss is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer registration requirements under such law. Accordingly, any brokerage and investment
services provided by Edelweiss, including the products and services described herein, are not available to or intended for Canadian persons.

This research report and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services.
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