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Operational leverage drives continued growth 

Topline as well as bottomline surge 
 
Zee Learn’s revenues grew by 72% to Rs. 52.2 crs in Q3FY18 as against Rs. 30.3 crs in Q3FY17. 
Amongst segments, revenue from educational & related services was Rs. 30.5 crore, around 23 
crore of which was from the preschool segment and the rest from the K12 segment. Lease rentals 
were Rs. 7.5 crore and revenue from manpower recruitment & training activity was Rs. 14.2 crore. 
Manpower recruitment and training was a new initiative by the company in Q1FY18. Its other 
income, which consists of mainly interest income, grew by 67% to Rs 0.4 crore from Rs 0.2 crore. 
The company’s gross margin came in at 79.7% as against 86.7% in Q3FY17. The EBITDA rose by 
79% YoY to Rs. 18 crs in Q3FY18 as compared to Rs. 10.1 crs in Q3FY17. The EBITDA margin 
jumped by 115 basis points YoY to 34.5% on the back of a fall in the selling and marketing costs. 
The PAT rose by 256% YoY to Rs. 7.7 crs as against Rs. 2.2 crs in Q3FY17. The PAT margin doubled 
to 14.8%. It had to face no negative impact of GST as guided by the management.  

New revenue stream to cash in on group identity 
 
The company has started training for manpower recruitment and is looking to capitalize on the ZEE 
brand. This is currently being used as a platform for its vocational services as well as on-boarding of 
relevant human resources, as per the job requirement. It is an asset light business with a high ROI. 
It has started to generate profits (1 cr) at the PAT level. The company aims to move beyond the 
franchisee partners and cater to a wider market for this segment in the longer term for which it has 
secured 3 contracts from outside agencies during the quarter. Currently, it is building a team which 
may entail higher employee costs but will help to grow this business over the coming years. 



Management forecasts sustenance of the bullish high growth period 
 
The company had taken cautious steps towards upgrading services and customer engagement. It is 
on a spree of opening new franchisee centres in both the K12 and preschool segment. According 
to the management, 15 K12 schools are in the process of getting operationalised in FY18, apart 
from 100 preschools that were opened in the quarter. The management aims to maintain the 
same rate, going ahead. For preschools, the aim was to open 300-350 centres (net off closures). 
The number of closures is slated to remain high this year, owing to some incidents in the external 
environment and the management making the norms more strict. The aim for FY18 is to take the 
number of preschools to a total of 1900-2000. The number of students in K12 stand at ~55,000 
and at the preschool level, at ~1,22,000. These were ~48,000 and ~1,05,000 in FY17. 
 
The management has started to receive management fees from its own schools and guide that the 
schools will become capable to pay lease rentals also in 2-3 years. Currently, such lease rentals are 
accrued in its books but this does not translate into actual cash inflows from the trusts. Enrollment 
growth for K12 stood at 14-16% while that for preschool was at 9-10%. The management is 
confident of maintaining this rate in the future as well. 

We maintain a BUY on the stock, citing a high growth outlook and rapid expansion 
 
Significant operating leverage is expected to play out following an aggressive rollout of new 
centres in the preschool as well as K12 segment. Also, the company’s cost control measures have 
started to kick in. We recommend a BUY on the stock. Currently the stock is valued at 21.8X FY19.   
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Revenue shows a jump in numbers 

Revenues grew by 72% to Rs. 52.2 crs in Q3FY18 as against Rs. 30.3 crs in Q3FY17. Amongst 
segments, revenue from educational & related services was Rs. 30.5 crore, around Rs 23 
crore of which was from the preschool segment and the rest from the K12 segment. Lease 
rentals were Rs. 7.5 crore and revenue from the manpower recruitment & training activity 
was Rs. 14.2 crore. 
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Profitability witnesses upsurge on the back of cost control 

The EBITDA rose by 79% YoY to Rs. 18 crs in 
Q3FY18 as compared to Rs. 10.1 crs in Q3FY17. 
The EBITDA margin jumped by 115 basis points 
YoY to 34.5% on the back of a fall in selling and 
marketing costs. 

The PAT rose by 256% YoY to Rs. 7.7 crs as 
against Rs. 2.2 crs in Q3FY17. The PAT margin 
doubled to 14.8%.  
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ROE & ROCE ratios witness uptick 

The return ratios surged in the current year. The ROE rose from 13.5% in FY17 to 14.8% in FY18 
YTD while the ROCE went from 9.5% in FY17 to 16.6% in FY18 YTD. This can be attributed to 
high revenue growth as compared to the previous year.  
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Financial QoQ 

Particulars Sep-16 Growth Dec-16 Growth Mar-17 Growth Jun-17 Growth Sep-17 Growth Dec-17 Growth

Gross Sales 38.0 30.3 178.9 66.9 60.5 52.2

Less: Excise Duty 0.0 0.0 0.0 0.0 0.0 0.0

Net Sales 38.0 -18.3% 30.3 -20.3% 178.9 490.9% 66.9 -62.6% 60.5 -9.7% 52.2 -13.7%

Other operating income 0.0 0.0 0.0 0.0 0.0 0.0

As a % of sales 0% 0% 0% 0% 0% 0%

Net Sales 38.0 30.3 178.9 66.9 60.5 52.2

Total Expenditure 23.7 20.2 116.6 41.9 37.0 34.2

As a % of sales 62% 67% 65% 63% 61% 66%

PBIDT (Excl OI) 14.3 -10.6% 10.1 -29.6% 62.3 519.6% 25.1 -59.8% 23.5 -6.3% 18.0 -23.5%

As a % of sales 38% 33% 35% 37% 39% 34%

Other Income 0.6 0.3 2.0 1.3 0.5 0.4

As a % of sales 2% 1% 1% 2% 1% 1%

Operating Profit 14.9 -10.3% 10.3 -30.9% 64.4 525.0% 26.3 -59.1% 24.0 -8.8% 18.4 -23.5%

As a % of sales 39% 34% 36% 39% 40% 35%

Interest 5.1 4.5 19.0 4.2 4.2 4.1

As a % of sales 13% 15% 11% 6% 7% 8%

Exceptional Items 0.0 0.0 0.0 0.0 0.0 0.0

As a % of sales 0% 0% 0% 0% 0% 0%

PBDT 9.8 -10.5% 5.8 -41.2% 45.4 685.1% 22.1 -51.3% 19.9 -10.1% 14.3 -28.0%

As a % of sales 26% 19% 25% 33% 33% 27%

Depreciation 2.5 2.2 9.8 2.8 2.8 2.8

As a % of sales 7% 7% 5% 4% 5% 5%

PBT 7.3 3.5 35.6 19.3 17.1 11.5

As a % of sales 19% 12% 20% 29% 28% 22%

Tax 0.0 1.4 -1.1 6.5 5.7 3.8

As a % of sales 0% 5% -1% 10% 9% 7%

Profit After Tax 7.3 9.1% 2.2 -70.4% 36.7 ###### 12.8 -65.1% 11.3 -11.4% 7.7 -32.0%

As a % of sales 19% 7% 20% 19% 19% 15%



Financial YoY 

DESCRIPTION Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Mar-17

Gross Sales 61.0 100.8 121.3 127.8 151.6 178.9

Less: Excise Duty 0.0 0.0 0.0 0.0 0.0 0.0

Net Sales 61.0 100.8 121.3 127.8 151.6 178.9

Net Sales & Other Operating Income 61.0 100.8 121.3 127.8 151.6 178.9

Expenditure

     (Increase) / Decrease In Stocks -4.1 -1.7 -8.8 -8.2 2.3 -2.7

     Cost of Services & Raw Materials 0.0 0.0 0.0 0.0 0.0 0.0

     Purchase of Finished Goods 18.3 31.4 43.6 39.4 33.7 34.8

     Excise Duty 0.0 0.0 0.0 0.0 0.0 0.0

     Operating & Manufacturing Expenses 20.2 29.0 29.4 26.9 26.3 39.9

     Electricity, Power & Fuel Cost 0.0 0.0 0.0 0.0 0.0 0.0

     Employee Cost 25.2 33.1 31.3 25.0 25.1 25.0

     General  Administration Expenses 0.0 0.0 0.0 0.0 0.0 0.0

     Selling & Distribution Expenses 23.3 16.9 13.8 14.1 21.0 19.7

     Loss on Foreign Exchange 0.0 0.0 0.0 0.0 0.0 0.0

     Loss on Foreign Exchange Loan 0.0 0.0 0.0 0.0 0.0 0.0

     Miscellaneous Expenses 0.0 0.0 0.0 0.0 0.0 0.0

Total Expenditure 82.8 108.6 109.2 97.2 108.3 116.6

As a % of Sales 135.7% 107.8% 90.0% 76.1% 71.5% 65.2%

Operating Profit (Excl OI) -21.8 -7.8 12.2 30.6 43.3 62.3

Operating Margin -35.7% -7.8% 10.0% 24.0% 28.5% 34.8%

Other Income 0.6 0.6 3.0 3.8 2.0 2.0

Operating Profit -21.2 -7.2 15.2 34.4 45.3 64.4

Interest 3.3 6.2 9.8 15.2 20.0 19.0

Exceptional Items 0.0 0.0 0.0 0.0 0.0 0.0

PBDT -24.4 -13.4 5.4 19.2 25.3 45.4

Depreciation 3.0 6.6 7.4 9.4 10.2 9.8

PBT -27.5 -20.0 -1.9 9.9 15.1 35.6

Tax 0.2 1.4 0.0 0.0 0.0 -1.1

Provisions and Contingencies 0.0 0.0 0.0 0.0 0.0 0.0

Profit After Tax -27.6 -21.4 -1.9 9.9 15.1 36.7

Profit Margin -45.3% -21.2% -1.6% 7.7% 9.9% 20.5%

Extraordinary Items 0.0 0.0 0.0 0.0 0.0 0.0

Discontinued Operation (Net of tax ) 0.0 0.0 0.0 0.0 0.0 0.0

Prior Period Expenses 0.0 0.0 0.0 0.0 0.0 0.0

Other Adjustments 0.0 0.0 0.0 0.0 0.0 0.0

Net Profit (after Extrodinary Items) -27.6 -21.4 -1.9 9.9 15.1 36.7



P/B trends for the upcoming Years 
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