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Ladies and gentlemen, good day and welcome t@Qthé&Y13 Earnings Conference Call of
Career Point hosted by IDFC Securities Ltd. As a neleri, all participants’ lines will be in the
listen-only mode and there will be an opportuniiy you to ask questions at the end of today’s
presentation. Should you need assistance durisg-titiference call, please signal an operator
by pressing ‘* followed by ‘0’ on your touchtonehpne. At this time | would like to hand
over the conference to Ms. Swati Nangalia from ID&&2urities. Thank you. And over to you

ma'am.

Thanks, Shyma. Good morning and welcome to the @QP3Fearnings call for Career Point
Ltd. Today we have with us representing the managéteam, Mr. Pramod Maheshwari — the
Chairman and Managing Director; and Mr. Mahesh Bhgagr Vice President, Corporate

Strategy. | will now hand over the call to Prambfibj making the opening remarks.

Thank you Swati. Good morning, ladies and gentlenmEhis is Pramod Maheshwari,
Managing Director and CEO for Career Point Ltd. Thawok all for joining our investor

conference call. With me on the other line from &ot have my colleague Mr. Mahesh
Bhangriya - Vice President, Corporate Strategy anddior Relations. | believe most of you
have received the copy of earning updates on yeuaik It is also available on our investor

relation section on our websitevatvw.cpil.in.

To begin with, first | will give you an update omrobusiness which will be followed by a

financial overview of second quarter and first tudlfiscal 2012-13.

I would like to start with update on Tutorial busgs. As you all aware that till Q1FY13 there
were a lot of confusion on examination pattern. Aafter an overhang of confusion on
examination pattern followed by clarity in the esfimonth of June this year, we are now
pleasantly observing a reasonable good performamcesnroliment fronts. The negative
difference of our last year's enrollment number le®n squeezed by end of first half

compared to the first quarter of this year.

In the second quarter we have also extended owonleby adding a branch in Patna in Bihar
and also a franchisee center in Gorakhpur in WRich shall be operational by next academic

session. Few more franchisees and branches aigeiing.

Here | would also like to briefly share you an uggdan our Residential Coaching Campus at
Kota. As you are aware that we are setting upideetal integrated campus for 1500 students
where we will be providing coaching services as aglschooling to the students. The campus
is now ready with the residential school and caaghacilities, and students of the next

academic session will be founding recipients of #iterprising solution.

We have added, as | said, capacity of 1500 staderthis campus and will start enrolling
students from this year Q4FY13 onwards. Here, théents will not only be getting coaching

services but also getting schooling as an intedrategram.
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In addition to this, we have online ventures lik#* Live’ where we provide Online interactive

tutorial services at multiple centeexzareerpoint.confor Online Test Series, iExam are also
increasing their contribution with minimal additedrexpenditures. Just to share with you, we
are in process of launching a new service that evbel sort of ‘Video Lectures On-Demand

Over Internet,” which we are planning to launctDiecember this year.

Coming to the Formal Education, we are pretty egcisgth the successful launch of our
university project. The overall response has baéte gxcellent. In fact we had to announce
the closure of new admissions in Career Point Usityeat Kota. Reiterating the fact that we
want to maintain our DNA of excellence in all systeand methodologies. As of today, we
have a total number of enrolliments of 610 pluseatisiin our University at Kota. Enroliments
are further increasing with the result of new cearsaunch. Recently, we announced the

commencement of Ph.D. program as well.

We are also happy with the performance on operaltifwont. Various academic and non-
academic processes such as classroom activitiesnaes, cultural events, hostel activities,
departmental functions, all are in place at oumkarEducation institutions. The successful

launch and smooth functioning in first year of @giems have been quite stimulating for us.

In addition to our higher education project, we dnaeen a good progress in setting up a chain
of schools, leveraging our brand and expertiseh@n dector. As you all aware that we are
setting up our own schools, we have already stawedschools this year; one in Kota, second
in Jodhpur. We have now adopted asset light modelsthools also with the mix of
franchising and management model. In this prodessompany has three brands under school
division; one is Career Point International Scheelcond in Career Point World School and

the last one is Career Point Public School.

Just to share with you recently we have signedcfresee and management agreements with
two schools and two more school projects are ieljip. Out of these two agreements which |
just shared, one is signed for the franchise of &€aRoint World School at Bilaspur in
Chhattisgarh. The other agreement which we haveedigacently is Management Service
Contract by Career Point School division at Tonk atths in Rajasthan. These all
developments are part of an aggressive growth faathis division to expand its presence

throughout the country.

The update also signifies that Career Point idehtiy integrated solution provider across the
education value chain and we believe that with eggjve growth plan in higher education and
school division, coupled with Tutorial businesgdtributing to top line as well as the bottom
line. This is all brief about our business updatew, | would request Mr. Mahesh to give you

the financial update. Over to you Mahesh.

Thank you Pramod ji. Good morning, ladies and ganéin. This is Mahesh Bhangriya -- VP
Corporate Strategy and Investor Relations. | am pte&s share an overview of our financial

results for first half of current year.
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As we mentioned earlier in this call, by end offinalf of the financial year, we could reduce
the negative difference over last year's enrollmemmbers in Tutorial services division as
compared to end of first quarter of the year. Oarokments of about 24,000 by end of
September this year are 12% down year-on-year stgait% down by end of June this year.
Furthermore, the downside effect at revenue lewad also neutralized to a certain extent by

improved realization in fee per student and revénaesase from Formal Education division.

The income from operations was down by just 2.59R«85.63 crores on consolidated basis
in the first half of FY 13 as compared to sameqktast year. The company has realized Rs.
3.08 crores of income from lease rentals at whoWiyned subsidiary CP Infra in first half of
this year including Rs.1.66 crores in the secondrtqualf you look at the consolidated
numbers of total income including the other incoihbas stood at Rs.24.78 crores for second
quarter and Rs. 43.24 crores for whole first halfhwi.1% and 1.5% year-on-year growth,

respectively.

One of the key highlight of the period was marginpiovement. In the quarter, EBITDA for
the company was increased by more than 10% yegeanat Rs.11.97 crores with margin
improvement of 400 basis points. Though, on stamdalnumbers the EBITDA came at
Rs.8.14 crores with EBITDA margin of 38.9% which @ach by about 8 percentage point over
Q2 FY 12; however, the margin was improved by aliupercentage point over first quarter

of this year on a standalone basis.

We are quite happy that in the event of a tempopaggsure on top line, we were still able to
improve the profitability by reducing the contrdila cost. As, a decline in G&A expenses was
the key factor behind the improved efficiency irsimgess operations. The G&A expenses were
reduced by 28% in second quarter and more than ihOfst half of this year against their
respective same period last year.

The net income for the company on consol basis upaby 36% at Rs.7.79 crores for the
quarter and up by 20.5% - with earnings per shiRs® - for the first half of this fiscal year.
As on 30" of September, the net worth of the company wasentioan Rs.3 billion and the
company was having more than Rs.100 crores of aadltash equivalents. Now, | would like

to request Mr. Maheshwari to summarize the upd@esr to you.

Thank you, Mahesh. In conclusion, this quarter giaen us many positive things, starting
from clarity on examination pattern, improved ehmants, the successful launch of our
university projects, the quality of improvementbinsiness margins, expansion of Career Point
franchisee, etc. If you look at the product poitfoNow Career Point is a complete education

company, catering the complete life cycle of stusletarting from Kindergarten to Ph.D.
We are already a leader in Tutorial space and ngnoperations through nationwide extensive

network of company operated branches, franchisers technology-enabled live classroom,

online courses, school integrated program and rdistdearning program. With this, the
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company now has also strong presence in Formal dduc stream by offering various
services to K12 schools, colleges, universitiesidtiple geographies.

With all this we are working to strengthening olwves by boarding our product portfolio,
levering the fast and cost effective technologyohs and increasing geographical presence
through organic as well as inorganic growth to meg¢e the growth path and to become
global leader in education. Now, the floor is of@nquestion and answers.

Thank you sirParticipants, we will now begin with the questiordaanswer session. We have
the first question from the line of Praniti Modofn SKS Capital, please go ahead.

Actually, | just missed out on the enroliment nungb€ould you please guide me with that?
Close to 24,000 by the end of September, whichsis mlentioned in the investor presentation.
Sir this is the first half number right?

Correct.

And sir the quarterly numbers year-on-year?

This enrollment number which we have mentionedyisehd of the first-half. Hence, the
second quarter number would be the difference ffiosh quarter number which is reported

during Q1 results.
In first quarter we had total of 15,262 enrollments

And sir could you just guide us with the numbeenfoliments that you are targeting through

the year?

The academic session has already begun. Most efttolments take place in first and second
quarter. For remaining quarter Q3 and Q4, onlytffier short-term courses enroliments would
take place which should be somewhere close to f@0the current academic and financial
year.

And could you just guide us with the franchisee ei®@d/Vhat is the pay out that you receive
from the franchisees and any new franchisee thataye coming up with all the expansion

plans and any new university or city expansion ytoak are looking at?

First let megive you a brief about the franchisee business mbm¢his we charge two types

of royalty from our franchisee. One is called ‘Brdridense Fee’ which ranges from rupees 20
lakhs to 30 lakhs for three years, non refundadnte, we accrue the same over the three years.
Apart from this we also charge ongoing support ftgyahich is 20% of the gross collection
by the franchisee. Currently, we have 13 franchisggers and we are in process of appointing

more franchisees which will be operational by rfexdncial and academic year.
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And any new cities that you're planning to expaiké,|lyou just like in one Tier Il cities, and

no Tier | city expansion that you are looking at?

Our focus has always been the places where wevbdliat most of the students are moving to
take this kind of education from neighboring towBssed on our experience, We found that
many students from smaller towns do not move toresetbecause the cost of living is too

high. So instead of selecting metros as a prefdogation to set up our branch, we go to mini
metros kind of location like Patna, Jaipur and Eimtities. As mentioned earlier in the call,

we already have set up our branch in Patna, whihbw operational by January next year,

and we will start enrolling students for next fical and academic year.

Thank you. We have the next question from the 6figdnuj Momaya from Value Quest,

please go ahead.
What has been the impact in enrollments due toctiesige in IIT Entrance in the Kota region?

There was a pressure on enrollment because thegaitybover proposed change in IIT-JEE
pattern has created a lot of confusion this ygaeciéically starting from month of January till
June. Hence there was almost 15% drop in enrollimeHT-JEE courses, but now situation
has improved a lot. If you look at Q1 numbers thespure on enroliment was too high, about
20%, now the drop in enrollment has decreased tdo125% at the end of Q2. We are
observing that situation is rapidly becoming faweato the institutions of Kota as cloud is
clear regarding the examinations pattern. | beliegxt year there will not be any impact. in

fact, everything will get recovered.
So are you going to offer fZoaching also?

Yes in fact even today, as a part of our programdeeprepare our students for their board
examination. As | shared with you earlier in thadl that we have already set up a Residential
School-Cum-Coaching facility in Kota which is spreagr almost 20 acres. You can consider
it as a boarding coaching taking care of boardampetitive examination preparation. Just to
share with you, perhaps we are the first Instiaftlorthern India which has come up with this

kind of facility, where students will be residing the campus, taking schooling as well as

coaching facilities.

We have created this facility for 1500 studentsttot with, with the possibility to expand to
go up to 3,000. In addition to this, as a regulagpam where we are not providing residential
facility, we also prepare students for their boaxdmination. From next year onwards we will

be taking board preparation as separate prodiszs al
So will that be a separate™and IIT or it will be a combination?

There will be two kinds of program; one is obviguisitegrated program where student will be

prepared for 12 and IIT both combined and there will be standalpregram which will be
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separately for [IT & 19. See, we get three types of students - cla¥ dass 1% and 1%
pass. Class 11and 13" students have to go for regular schooling andeavprepare for
board, so for them oour courses will be a kindntégrated program along with Land 13
But 12" pass students, few might try to improve theff p2rformance and few may not. That
depends upon their past performance in board. HiEwmcguch students, we will be having a
separate product which we will be preparing them18" only and there will be a separate
product for lIT-JEE and AIEEE that is JEE MAIN a3E ADVANCED.

What will be the fees for standalone program ai&ldbmbo programs?

That we have not decided, we are in the proce§salfzing the same. However, it would be
close to rupees 20,000.

Close to 20,000 for the combo?
Not for combo.
For standalone 1%

Yes,And the combo course which is already presentptite is close to rupees 60,000 to

70,000 for a year depending upon in which progrardents are taking admission.

We have the next question from the line of Grist®m@ah from Envision Capital, please go

ahead.

Sir just wanted to know a couple of things. ThisA&&xpense that we introduced, is just like a

one-off or is it a sustainable trend, what havedaee there?

There are two things which we have done to contedlA. One is controlling the
advertisement expenses. as amid all uncertaingxadfination pattern, we realize that there is
a lot of confusion, there is no point of promoticurses aggressively. Also we had a control

over other expenses. Mahesh, can you add somettingto it?

Yes. There was a reduction in rental expenses Blscause of the some better rates we have
got for our centers at different locations.

Okay, but next year what is therefore now the tangdgerms of enrollments now, since the

entire confusion etc. is cleared, what is it thatate targeting?

From the current enrollment number we are expgaimost 20 to 25% jump. We will recover

what we have lost this year plus minimum 10% ofgumthe enrollment.

Average fees would that also change given thatayen have the residential students enrolling
for 12" plus IIT and that 12th course etc. so would thes fgo up a little bit?
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We will be charging separate fees for residerfaallity and courses. For courses, the fee
would increase by 12% to 15%. Though, we are atigrén the process of finalizing fee for

next academic session. In addition to this we bl getting hostel fee from the residential
facility and also enrollment fee for school. Welwié charging about Rs.70,000 per annum for
one student as hostel fee in addition to the cofees@lus there would be about 30,000 school

fees. So net-net it would be close to Rs.1.6 laklapaum for a student for the entire package.
But part of it will be booked in your subsidiarigsrt of it will be booked...

No, the residential facility which we have setigpa part of the parent company. So all the

revenue will come to the parent company.
So the entire 1.6?

Correct. Out of these 1.6 lacs, approximately 1c3 laill directly come to the company. Rs
30,000 which students will pay will go to schodlgm which we will charge appropriate

management fees.
And sir how many enroliments do we have currertlytfie residential campus?

We are not running residential campus this year. &k targeting enrollment next year.
However, we have close to 13,000 students enrotimerKota and out of these 13,000
students approximately 75% students are outsiedrs, are staying in private hostels or the
hostels which are associated with us, which arebeotg managed by us, but are associated

with us.

And what is the progress now on various universiig/e realize that we have got the lease

rental income from one of them in?

We got the lease rental from the entire infrastireetvhich we have developed and hand over
to the to universities and colleges. And we staxthdrging rental income on quarter-on-
quarter basis of infrastructure which has been beed

Yes but where are we booking?

We are booking in CP Infra , which is wholly ownsuabsidiary of Career Point Ltd., in sales
So if I look at your standalone and consolidatkd,difference should | look only from income
from operations or how do | look actually?

Income from operations.

Income from directly in the sense?
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Right.
And the tax rate would be?
full tax.

Thank you. We have the next question from the bfheAmrita Borde from Nirmal Bang
Securities, please go ahead.

Could I have the breakup of other income in thisriguaand the previous quarter as well?

Other income is on account of dividend interesergad on the cash lying with the company.
this year the other income in Q2 was 2.72 crorestandalone basis and for the previous

quarter Q1 it was about 2.00 crores.
Can | have the breakup of the consolidated othemiecwhich stands at around 4.91 crores?

We have about 1.74 crores of dividends, 1.45 crofesterest, and then we have the profits

on sale of fixed asset and shares of rupees 1otéscin other income for 1HFY13.

And can | have the breakup of revenues betweenrialitnd Formal Education?

In the Formal Education this quarter, as we havetimeed that lease rental is about 3 crores
and about rupees 37 lakhs we have booked as thagement fees. The rest is Tutorial

income.

And the residential coaching campus center, | niieaiil start by end of FY 13 | suppose. So
what are the kinds of revenues that you will beeexipg in FY 14 a ballpark figure?

There is a capacity of 1500 students, on an averageill be able to realize close to 1.5 lakhs

per students, so revenue of about 25 crores.

Okay. And sir we recently started Ph.D. program elidve. Have we started getting

enrollments or...?

We have already conducted entrance test for PprBgram. and have selected about 20

candidates for Ph.D. and they have started res@amlr campuses.

We have the next question from the line of Shritgeshadri from Sundaram Mutual Fund,
please go ahead.

My first question would be on the Infra income dioat 1.6 that you have mentioned. That

works out to CAPEX or | mean about 45 crores?
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Let me just explain you how exactly projects aregpessing in infra. See university, college
and school infra development is ongoing process andind when the infrastructure get
finished, the facility is being handover to the versity or to other respective institutions.
Only on that part of CAPEX, the infra company cleatgase rental. So far, about 45 crores of
CAPEX has already been capitalized and rest is jnitalavork on progress. On capitalized

infrastructure, we have charged rental and forateuit comes out close to rupees 1.5 crore.
So when can we see the full benefits? | think yawehspent about 80-90 crores.

A couple of projects and buildings are under filmighand as and when they are getting
finished we are transferring it to institution. Bpsecond quarter FY14, you can expect all will

be capitalized.

The 1.5 lakh per annum residential program. Could giwe a split between the curriculum |

mean the coaching fees as well as the hostel fee?

About Rupees70,000 will be the hostel fees, approximately 60,@6 70,000 would be

coaching fees and about 30,000 towards school fees

So we should be expecting this 1500 number front yesr, FY 14 numbers?

Yes.

We have the next question from the line of Adityap@ from Aquarius, please go ahead.

Just wanted to check of your Formal Education kassinlf you could just give what's the
current progress like, how many K-12 schools ohbigeducation universities are operational

and obviously what'’s the outlook for the next caupf years on that front?

We have three schools operational as on date. €emkhas been operational for almost last
10 years, the remaining two schools just commetiags operation this year. Two schools are
in Kota, one already operational, second one jiastesi. Another school is in Jodhpur. Apart
from these three schools, we have one more scHoelenwe are managing the operations and
providing our management services, that is in T@kthese are the four schools operational

effectively.

In higher education, we have two universities; amEota and other one in Himachal Pradesh
at Hamirpur.Both universities are operational. @ngineering college in Rajsamand is also
operational. Hence these are three projects inehiglucation which are operational. As far as
future outlook on these projects is concerned, reeqaite excited and positive by seeing the
kind of attraction among students to join our pesgs. We believe in university space next
year including Kota and Hamirpur, we will be abte add close to 2500 students; 2000

approximate in Kota and 500 students in Hamirpur.
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In school operations, one school is a part of ergidl campus, where we don't see any kind
of pressure in respect to enroliment. Because rih@lment will be given to the students who
are coming to us for coaching programs. Secondatéhalodhpur, which is growing and we

are expecting close to 400 enrollments in Jodhpur.

Apart from these schools and universities and gellewe are in process of appointing school
franchisees. As | said in the beginning, we haveaaly appointed one franchisee in Bilaspur,
this school will be operational in FY 14-15 and @ugle of schools for which we already
procured the land. Construction process is yet tetied. We are quite positive with growth
in Formal Education. In my opinion with a bit ofsgation initially, this vertical is going to

give annuity to the business with high margins.

Sir what's the gestation period like and what's emerage CAPEX per university in this

model?

It all depends how big university you are settify @n an average, over the period of four

years, for a reasonable good infra the CAPEX is 880crores to 120 crores, depending upon
the quality of construction and the facility yoweate there. There is no operation gestation, but
if you look at from the cost of capital perspectitieen there is a bit pressure initially because
you have to construct facility for at least 250Qd&nts to 3000 students to start with and

Initially you don’t get that kind of enrollmentsThat put a bit pressure initially, but on

operating level, even with 300 students enrollmgot, reach to operating break even.

So just on your Tutorial business, just had a bgsiestion, just wanted to understand how
different is the economics on the franchisee magesus your own model, just wanted to
understand that?

In franchisee model, our role is limited. We pravidculty members which we select, but they
are on the payroll of the franchisee. Our roldss #o provide study material and know-how to
run the business. Essentially, our cost is vetieliHence 20% which we receive from the
franchisee, almost 95% of that directly go to bottine. Whereas in our business when we
run our own centers, all the costs are incurredhgy company and in that case EBITDA

margin is in between 30% to 40% of the revenue.

Just one final question, on your thoughts on thmgdo-term vision for the business, are we
open probably few years down the line in termsasfsolidation, say join hands with the larger
education player in order to scale up our busirgsiag forward, are we open to those
thoughts?

We are flexible company. Wherever we see, thegevalue creation for all stakeholders, we
are ready to explore possibilities. In fact, wenfly believe consolidation will definitely come
in place after two to three years from now in ediocaspace. Either smaller players need to

get consolidated with us or we need to get mergéularger players. .
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Moderator: Thank you. As there are no further questions frbegarticipants, | would now like to hand

the floor back to Ms. Swati Nangalia for closingrouents. Over to you ma‘am.

Swati Nangalia: Thanks, Shyma, | would like to thank the managertesnhn of Career Point for removing time
for this call. Also thanks to all the participarfies joining in today. Pramod ji, would you like

to make any closing comments?

Pramod Maheshwari: Thank you all for participating in conference cafl.case you have any queries, please feel
free to mail us., We will definitely revert back smon as possible.

Moderator: Thank you sir. Ladies and gentlemen, on the bafdDFC Securities Ltd. that concludes the

conference call. Thank you for joining us, you mayv disconnect your lines.
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