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Revenue increases slightly in 1Q FY23-24 driven by higher tuition fees, in line with our estimate

Ataa Educational Company’s revenue in the quarter ended October 2023 (1Q FY23-24) increased slightly by about 2% YoY, coming in line with our
estimate. The company raised tuition fees at some of its educational establishments which drove the revenue higher, whereas a 1% increase in
other revenues from activities, courses, and canteen also contributed.

Better-than-expected cost management leads to above-estimated gross and operating margins, though net profit comes largely in line

Gross profit outpaced revenue growth in 1Q FY23-24 as it climbed 10.9% YoY, showcasing strong cost management, and exceeded our estimate by
~9%. Consequently, operating profit jumped 11.5% YoY, offsetting a 44% YoY increase in marketing expenses, beating our estimate slightly by 5.5%.
However, Ataa’s bottom line expanded at a relatively slower rate of 4.7% YoY, coming largely in line with our estimate (+4.5% variance). The net
profit growth was constrained by a 42% YoY increase in the finance costs owing to higher SIBOR and debt levels as the company borrowed to
finance the purchase of minority rights in three companies and to buy Irga land.

Maintain target price
Ataa’s October 2023 quarter’s financial performance was largely in line with our expectations, and hence we maintain our SAR 87.00 target price on
the education company’s stock.

Valuation
At the current market price, the stock is trading at 43.1x P/E and 21.3x EV/EBITDA, based on our FY’24 estimates, above its 3-year blended daily
average forward P/E of 29.2x, and 3-year daily forward EV/EBITDA of 19.2x.

Income Statement

(SAR mn) 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 1QFY24e YoY (%) QoQ(%) Var(%) FY21-22 FY22-23 YoY (%)
Sales/Revenue 167.8 170.5 159.9 1751 170.5 175.5 1.6% -2.6% -2.8% 577.5 666.0 15.3%
Gross Profit (Loss) 50.0 36.5 36.1 72.7 55.4 50.9  10.9% -23.8% 8.9% 133.6  195.2 46.1%
Operating Profit (Loss) 29.6 18.8 20.7 37.9 33.0 313 11.5% -12.9% 5.5% 105.3  106.8 1.4%
Net Profit (Loss) after Zakat and tax 21.1 9.6 10.7 26.4 22.1 21.1 4.7% -16.6% 4.5% 70.6 67.8 -4.0%
Balance Sheet
(SAR mn] 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 1QFY24e YoY (%) QoQ(%) Var (%)
Shareholders” Equity 8426 8482 8589 8815 808.8  902.7 40%  -82% -10.4%
Key Ratios
1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 1QFY24e
Gross Profit Margin 29.8% 21.4% 22.6% 415% 32.5% 29.0%
Operating Profit Margin 17.6% 11.0% 12.9% 21.6% 19.3% 17.8%
Net Profit Margin 12.6% 5.6% 6.7% 151% 12.9% 12.0%
Return on Equity (RoE) 10.0% 4.5% 50% 12.0% 10.9% 9.4%
Annualized EPS (SAR) 2.00 0.91 1.02 2.15 2.10 2.01
BVPS (SAR) 19.22  21.45
TTM P/E (x) 45.0
Current P/BV (x) 3.8

Source: Financials, Tadawul Disclosure, Bloomberg, U Capital Research

For our earlier report on the sector, please click here.
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Recommendation
BUY Greater than 20%
ACCUMULATE Between +10% and +20%
HOLD Between +10% and -10%
REDUCE Between -10% and -20%
SELL Lower than -20%
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Disclaimer: This report has been prepared by Ubhar Capital (U Capital) Research and is provided for information purposes only. Under no
circumstances is it to be used or considered as an offer to sell or solicitation of any offer to buy. While all reasonable care has been taken to ensure that
the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness
and it should not be relied upon as such. The company accepts no responsibility whatsoever for any direct or indirect consequential loss arising from
any use of this report or its contents. All opinions and estimates included in this document constitute U Capital Research team’s judgment as at the
date of production of this report and are subject to change without notice. This report may not be reproduced, distributed, or published by any recipient
for any other purpose.
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