CL Educate Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

CL Educate has pivoted from an asset-light EdTech model to a debt-heavy "Education Infrastructure"
provider through the strategic acquisition of DEXIT, adding 237+ owned test centers.

Consolidated Revenue grew 14.61% YoY to [858.00 Cr, supported by a 250% surge in USA subsidiary

0
revenue and a successful transition into high-volume Undergraduate (CUET) segments.
Operating margins are under severe pressure as the company reported a consolidated Net Loss of 0

11.00 Cr, with ROCE collapsing to a value-dilutive 3.00%.
Profitability is non-existent at the bottom line, further exacerbated by the aggressive recognition of 0
21.73 Cr in deferred tax assets despite reporting losses.

The balance sheet has undergone extreme deterioration with Total Debt exploding 1,044% to 264.00 0
Cr, resulting in a critical Interest Coverage Ratio of only 0.25x.
Cash flow profile is precarious due to 185.82 Cr in deferred consideration (Other Financial 0
Liabilities), representing a massive "shadow debt" obligation for the DEXIT deal.
Capital allocation is currently inefficient, as the massive inorganic bet on DEXIT was executed before 0
core returns were stabilized, leading to returns well below the cost of capital.
Earnings quality is poor, evidenced by Trade Receivables growing 70.30% (to 111.00 Cr) vs. 14.61% 0
revenue growth, indicating that 100% of incremental revenue remains uncollected.
Asset quality is a significant concern with 16.42 Cr of receivables aged over 3 years and 13.86 Cr 0
already classified as credit impaired, signaling future write-down risks.
Governance risks have escalated sharply following a 48.91% promoter pledge and a critical internal 0
control failure regarding the lack of database-level audit trails for accounting software.
The outlook remains distressed until the company can prove the DEXIT integration can generate 0
sufficient immediate cash flow to service its massive new debt load.
Investment View: AVOID; key monitorables include the reduction of Debtor Days below 85 and the 0

restoration of the Interest Coverage Ratio to above 2.5x.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: The company has fundamentally altered its DNA in FY25, moving from a two-pillar
(EdTech + MarTech) model to a three-pillar structure: EdTech (Career Launcher), MarTech (Kestone/
Vosmos), and the newly acquired Assessments (DEXIT Global).

* Revenue Drivers: Growth is driven by the pivot from MBA-centric to Undergraduate-centric (CUET/IPM)

programs in EdTech, the scaling of "Agentic Al" (Virsa) and SaaS (Vosmos) in MarTech, and the high-barrier,
regulated government exam infrastructure provided by DEXIT.



* Cost Drivers: Primary costs include Service Delivery Expenses ([193.78 Cr), Employee Benefits ([66.59 Cr),
and a massive surge in Finance Costs ([8.34 Cr) due to acquisition-related debt.

* Industry Position: CL maintains strong brand equity in test prep (6/10 CLAT, 5/10 AILET ranks) and has
transitioned into a mission-critical infrastructure provider with 237+ owned test centers via DEXIT.

» Expansion Plans: Management is pursuing a "Global Hub" strategy focusing on Singapore, Mauritius, USA,
and Indonesia, with significant revenue traction already noted in the USA and Indonesia.

» Acquisitions: The acquisition of DEXIT Global (formerly NSEIT) for [#43.71 Cr is the most transformative
event in the company's history, adding a B2B/Government-heavy revenue mix.

» Capacity Additions: The DEXIT acquisition adds significant physical infrastructure (CMMI Level 5 certified
test centers), shifting the company away from its previous "asset-light" rhetoric.

» Segment Performance: EdTech is maturing with a focus on volume (mass-market UG); MarTech is
transitioning to higher-margin SaaS/Al models; Assessments (DEXIT) provides a new scale jump with (227
Crin revenue.

» Geographical Presence: Strong domestic presence in India supplemented by growing international
operations, specifically a 250% revenue jump in the USA subsidiary and significant growth in Indonesia ((7.1
Cr).

2. MANAGEMENT COMMENTARY & OUTLOOK

» Management describes FY25 as a "transformative journey," characterized by "decisive strategic calls," most
notably the DEXIT acquisition.

* The strategy has shifted from "asset-light" digital scaling to an "infrastructure-heavy" model to secure a moat
in the national assessment ecosystem.

» Growth guidance is centered on the "Third Pillar" (DEXIT), aiming to leverage its 237+ owned test centers for
high-stakes government and corporate exams.

« In the MarTech segment, management is aggressively pushing "Virsa" (Agentic Al) to protect margins and re-
rate the business from a service agency to a technology/SaaS multiple.

» The demand environment for Undergraduate test prep (CUET/IPM) is viewed as a high-volume growth
engine, offsetting the maturing MBA (CAT) market.

« International expansion is a core focus, with the "Global Hub" strategy showing operational traction in the
USA and Indonesia.

» Competitive intensity is being addressed by diversifying into regulated, high-barrier assessment services
where DEXIT holds a CMMI Level 5 certification.

* New projects include the integration of "Meta-Commerce" Al tools and the expansion of the "Phygital" delivery
model for mass-market education.

 The long-term vision is to move from being a "coaching class" to a "national assessment partner" and a
global technology-led marketing provider.

* Management Tone: The tone is visionary and highly aggressive, signaling high conviction in the DEXIT
acquisition despite the resulting balance sheet stress. However, there is a notable lack of commentary
regarding the low ROCE (8% in FY24, 3% in FY25) and the path to immediate profitability following the Group
Net Loss. (Aggressive/Visionary)



3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.

P&L Statement (CJCrores)

Line Item Mar 2025 Mar 2024
Sales - 358.00 312.00
Sales Growth % 14.61 7.25
Expenses - 336.00 287.00
Material Cost % - 1.00 2.00
Raw material cost 5.37 5.87
Change in inventory -1.16 -0.81
Manufacturing Cost % 55.00 54.00
Employee Cost % 19.00 16.00
Other Cost % 19.00 20.00
Operating Profit 22.00 25.00
OPM % 6.00 8.00
Other Income - -3.00 13.00
Exceptional items -13.42 -0.87
Other income normal 10.22 13.86
Interest 8.00 2.00
Depreciation 20.00 14.00
Profit before tax -9.00 22.00
Tax % 20.00 28.00
Net Profit - -11.00 16.00
Minority share 2.00 -18.00
Exceptional items AT -3.00 1.00
Profit excl Excep -8.00 15.00
Profit for PE -7.00 -3.00
Profit for EPS -9.00 -2.00
Profit Growth % -116.00 -114.00
EPSin Rs -1.73 -0.40

Dividend Payout % 0.00 0.00



Balance Sheet ((ICrores)



Line Item

Equity Capital
Reserves

Borrowings -

Long term Borrowings
Short term Borrowings
Lease Liabilities
Preference Capital
Other Borrowings
Other Liabilities -

Non controlling int
Trade Payables
Advance from Customers
Other liability items
Total Liabilities

Fixed Assets -

Land

Building

Plant Machinery
Equipments
Computers

Furniture n fittings
Vehicles

Intangible Assets
Other fixed assets
Gross Block
Accumulated Depreciation
CWIP

Investments

Other Assets -
Inventories

Trade receivables -
Receivables over 6m
Receivables under 6m
Prov for Doubtful
Cash Equivalents

Loans n Advances

Mar 2025

27.00

245.00

264.00

175.00

66.00

22.00

0.00

0.00

341.00

-2.00

68.00

0.00

275.00

876.00

351.00

0.00

3.00

0.00

3.00

8.00

1.00

3.00

297.00

121.00

437.00

86.00

14.00

1.00

510.00

14.00

111.00

27.00

97.00

-14.00

232.00

40.00

Mar 2024

27.00

254.00

32.00

1.00

20.00

11.00

0.00

0.00

75.00

-2.00

33.00

2.00

43.00

388.00

94.00

0.00

3.00

0.00

2.00

6.00

1.00

3.00

73.00

73.00

161.00

66.00

2.00

1.00

291.00

13.00

65.00

21.00

47.00

-3.00

104.00

35.00



Line Item

Other asset items

Total Assets

Cash Flow Statement (CICrores)

Line Item

Cash from Operating Activity -
Profit from operations
Receivables

Inventory

Payables

Loans Advances

Other WC items

Working capital changes
Direct taxes

Advance tax

Cash from Investing Activity -
Fixed assets purchased
Fixed assets sold
Investments purchased
Investments sold

Interest received
Investment in group cos
Redemp n Canc of Shares
Acquisition of companies
Inter corporate deposits
Other investing items
Cash from Financing Activity -
Proceeds from shares
Proceeds from borrowings
Repayment of borrowings
Interest paid fin

Dividends paid

Financial liabilities

Other financing items

Net Cash Flow

Free Cash Flow

CFO/OP

Mar 2025

113.00

876.00

Mar 2025

16.00

23.64

-11.31

-1.26

7.66

0.35

-2.54

-7.11

-0.17

-241.00

-31.00

0.00

0.00

0.00

0.00

0.00

-8.00

0.00

-3.00

1.00

-16.00

-14.00

74.00

Mar 2024

75.00

388.00

Mar 2024

26.00

40.87

-8.95

-0.46

-7.07

0.09

3.28

-13.11

-2.19

-4.00

-22.00

0.00

0.00

6.00

0.00

0.00

-1.00

0.00

-4.00

-10.00

16.00

111.00



Key Ratios ([JCrores)

Line Item Mar 2025 Mar 2024
Debtor Days 113.00 76.00
Inventory Days 0.00 0.00
Days Payable 0.00 0.00
Cash Conversion Cycle 113.00 76.00
Working Capital Days 13.00 55.00
ROCE % 3.00 8.00

3.2 Financial Analysis Summary

» The company reported a Revenue growth of 14.61% YoY to [858.00 Cr, primarily driven by a strategic shift
toward the newly acquired "Dexit" segment, which now accounts for [152.97 Cr of the Group's total Goodwiill
of [166.32 Cr; however, this growth was entirely offset by a 70.30% spike in Trade Receivables to [111.00
Cr, indicating that 100% of incremental revenue is trapped in unpaid invoices.

» Operating Profit deteriorated to [22.00 Cr with OPM % contracting from 8.00% to 6.00%, pressured by a
rise in Employee Cost % to 19.00% ([66.59 Cr) which includes [0.98 Cr in ESOP compensation despite the
consolidated Net Profit loss of [11.00 Cr.

 Finance Cost surged by 241.80% to [8.00 Cr on the P&L, directly linked to the 1,044% explosion in Total
Debt (Borrowings) from [32.00 Cr to [264.00 Cr to fund the [443.71 Cr acquisition of DEXIT Global Limited.

* Depreciation increased to [20.00 Cr from [14.00 Cr, reflecting the expansion of the Gross Block to [437.00
Cr and a catch-up charge of (.55 Cr following the reclassification of [1.3.23 Cr from "Assets Held for Sale"
back to "Investment Property".

» Other Income turned negative at -[8.00 Cr due to [13.42 Cr in Exceptional items, which include a [2.12 Cr
Goodwill impairment following the strategic decision to discontinue product lines in Engineering, Medical,
and Banking to avoid conflicts with the DEXIT business.

» Working Capital stress is evident as Debtor Days ballooned from 76 to 113 days, with Trade Receivables
revealing that [16.42 Cr are outstanding for over 3 years and [1.3.86 Cr are classified as "Credit Impaired".

» Cash from Operating Activity (CFO) declined to [16.00 Cr from [26.00 Cr, failing to cover the Net Profit
loss and resulting in a negative Free Cash Flow of -[114.00 Cr after accounting for [81.00 Cr in Fixed assets
purchased.

» The Balance Sheet has bloated significantly with Total Assets rising to [(876.00 Cr from [B88.00 Cr, but
Asset Turnover has halved to 0.41x, signaling that the massive capital deployment for acquisitions has not
yet translated into proportional revenue efficiency.

« Total Debt levels are further compounded by Other Non-current Financial Liabilities of [185.82 Cr,
representing deferred consideration for the DEXIT deal, which pushes the effective leverage far beyond the
reported Debt | Equity of 0.97.

* ROCE % plummeted to 3.00% from 8.00%, and ROE % turned negative at -4.04%, reflecting the dilutive
impact of high-cost debt and the [9.34 Cr loss from discontinued operations on the overall Net Worth.

« A critical governance risk was identified where the auditor reported that the audit trail (edit log) feature was
not enabled at the database level for the primary accounting software (Navision and CL Zone), undermining
the reliability of financial records.

» Deferred Tax assets of [21.73 Cr were recognized based on the "probability” of future profits, a significant
management estimate given the current year's consolidated loss and the auditor's emphasis on the judgment
required for realization.



» The company's transition from a debt-free entity to a highly leveraged one has crushed the Interest
Coverage ratio to a precarious 0.25x, leaving the business dependent on external financing as seen in the
[219.00 Cr Proceeds from borrowings in the financing cash flow.

» Other Assets (Current) rose to [53.86 Cr, while Other Financial Assets spiked to [56.43 Cr, largely due to
unbilled revenue (Contract Assets) of [7.92 Cr and capital advances, though [0.28 Cr of advances are
already marked as doubtful, signaling project stress.

* Other Liabilities (Current) reached [88.06 Cr, primarily driven by Contract Liabilities (Unearned Revenue),
reflecting upfront collections in the EdTech segment that have yet to be recognized as revenue.

» Other Expenses increased to [45.38 Cr, impacted by the strategic pivot which necessitated the write-off of
proprietary content ([0.93 Cr reclassified for sale) and higher service delivery costs.

« The dominant financial theme of the year is a high-risk, debt-funded transformation that has inverted the
balance sheet, resulting in a consolidated net loss, severe working capital absorption, and a critical
deterioration in interest coverage and earnings quality.

3.3 Contingent Liabilities & Commitments

* Pending Litigations: The Group is involved in several pending litigations (Note 51B, 51C, 70). The auditor
highlights these as significant enough to impact the consolidated financial position, requiring substantial
management judgment.

» Tax Disputes: While specific quantums are not aggregated in a single table, the notes indicate ongoing
assessments where the outflow is not deemed "probable” but remains a disclosure item.

 Capital Commitments: Disclosed under Note 51A; includes obligations related to the integration of DEXIT
infrastructure and ongoing technology upgrades.

» Guarantees: The Group provides disclosures regarding corporate guarantees, though management
maintains that no probable outflow is expected.



3.9 Earnings Quality & Forensic Checks



# Check

1

10

11

12

PAT vs CFO trend

Receivables &
channel-stuffing
signal

Revenue timing

Revenue from
related parties %

Inventory vs
revenue growth

Inventory valuation
method change

Exceptional items
in operating profit

Depreciation rate
vs useful life policy

Provision reversals
boosting PAT

Tax rate
consistency + cash
tax vs P&L tax

CWIP age and
stalling projects

Deferred tax asset
recognition
adequacy

RPT quantum and
trend

Impact

Profit | — CFO of (16 Cr
exceeds [11 Cr loss due to
[B1 Cr financial liability
increase.

Revenue 11 — receivables
grew 70.3% vs sales 14.6%,
signaling aggressive billing or
poor collections.

Revenue 11 — unbilled
revenue of [7.92 Cr adds
credit risk; unearned revenue
rose to [B8.06 Cr.

Neutral — auditor qualified
regularity of recovery for loans/
advances to related
subsidiaries.

Profit | — inventory grew 7.7%
vs sales 14.6%; textbooks
movement slowing with new
provision.

Neutral — no change in policy;
textbooks valued at lower of
cost or NRV.

Profit | — [13.42 Cr
exceptional loss includes
goodwill impairment and
discontinued product lines.

Profit | — catch-up
depreciation of [1.55 Cr
charged after reclassifying
assets from held-for-sale.

Profit 1 — lack of reversals;
instead, provision for doubtful
debts surged to [13.86 Cr.

Profit 1 — effective tax rate
distorted by deferred tax asset
recognition despite
consolidated loss.

Neutral — CWIP increased to
(14 Cr; capital advances show
signs of impairment.

Profit + — [21.73 Cr DTA
recognized despite (11 Cr
loss; recoverability depends on
future profits.

Neutral — auditor verified no
funds advanced to

Status

Evidence

PAT: -[11 Cr; CFO:
16 Cr

Receivables: (111 Cr
vs [65 Cr; Sales:
[B58 Cr

Contract Assets:
[77.92 Cr; Contract
Liabilities: [B8.06 Cr

CARO qualifications
on Clause iii(c) and

iii(e)

Inventory: (14 Cr vs
(13 Cr; Sales: [B58
Cr

Note 15

Exceptional Items: -
[13.42 Cr

Depreciation: [20 Cr
vs [14 Cr

Prov for Doubtful:
(14 Crvs [B Cr

Tax: 20% (P&L);
Cash Tax: [0.17 Cr

CWIP: (14 Crvs [2
Cr

DTA: [21.73 Cr; Net
Loss: [11 Cr

Note 68(v)

Notes Detail

CFO is inflated by a [B1.45 Cr
increase in financial liabilities,
masking underlying cash burn.

100% of incremental revenue is
trapped in unpaid invoices;
debtor days spiked from 76 to
113.

Note 2(C)(ii): Revenue
recognized over time; EdTech
uses upfront/installments while
MarTech uses milestones.

Auditor noted issues with
recovery of principal and
interest for loans to group
entities.

Note 15: Provision for loss
allowance on inventory was
[0.25 Crin FY25 vs nil in FY24.

Accounting policy remains
consistent; inventory consists
entirely of textbooks.

Note 7.3: [2.12 Cr goodwill
impairment from discontinuing
Engineering, Medical, CA, and
Bank-SSC lines.

Note 22: Property reclassified
to Investment Property after
failed sale, triggering
retroactive depreciation.

KAM 1: Auditor highlights
significant judgment in
estimating loss allowance on
trade receivables.

Note 2(C)(viii): Recognition of
[21.73 Cr DTA depends on
"probable" future taxable
profits.

Note 14: Group provided [0.28
Cr for doubtful capital
advances, signaling project
stress.

Management estimates of
future profitability are
aggressive given the current
year's operational loss.



# Check Impact Status Evidence Notes Detail

Standard disclosure verified by
auditors through test checks;
no major red flags in RPT flow.

intermediaries for ultimate
beneficiaries.

. ) Neutral — no dividends paid,; . Cash conservation is prioritized
Dividend paid vs . . Dividend: 0%; FCF: -
FCF is negative (14 Cr due to O as the company manages a
FCF adequacy L (14 Cr . . .
DEXIT acquisition. 1,044% increase in borrowings.

) High risk of undetected manual
Neutral — Edit logs not

Audit Trail overrides; forensic
15 enabled at database level for O Note 73 (p.236) e
Governance . unverifiability of [B58 Cr
Navision/CL Zone.
revenue.
Deferred Profit | — [185.82 Cr in "Other Massive future cash outflow
16 Consideration Non-current Financial O Note 242 (p.242) obligation related to DEXIT,
Obligations Liabilities." exceeds current cash balance.
. . Profit | — [16.42 Cr of Potential for further massive
Receivable Quality . .
17 & Agei receivables >3 years old; O Note 16 (p.280) write-downs; 100% of
ein
geing [14.85 Cr disputed. incremental revenue is trapped.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

 Audit Opinion Type: Unqualified.
* KAM 1: Loss Allowance on Trade Receivables: Auditor flagged "significant judgement" in estimating
realization timing and quantum. Total allowance reached [13.86 Cr.

*« KAM 2: Business Combination (DEXIT Acquisition): Complex Purchase Price Allocation (PPA) for the
[443.71 Cr acquisition. Auditor used valuation experts to verify [84.23 Cr in identifiable intangibles and
[152.97 Cr in Goodwiill.

« Emphasis of Matter: Auditor highlighted qualifications in CARO regarding Clause iii(c) and iii(e) for the
Holding Company and subsidiaries (Career Launcher Infrastructure, etc.) concerning irregular recovery of
loan principals/interest and lack of steps for overdue amounts.

» Material Weakness (Audit Trail): Critical Governance Risk — Audit trail (edit log) was not enabled at the
database level for "Microsoft Dynamics Navision" and "CL Zone" (invoicing software). Two subsidiaries lacked
the feature entirely; one enabled it only after June 2024.

« Statutory Non-Compliance: Auditor reported non-compliance with Section 186 of the Act due to an interest-
free loan of [D.27 Cr (27.45 Lacs) provided to ICE Gate Educational Institute.

 Auditor Fees: Total fees paid to Walker Chandiok & Co LLP and network firms: [0.70 Cr. This represents
3.18% of Operating Profit, which is high for the sector but aligned with the complexity of the DEXIT
acquisition audit.



B. Related Party Transactions

. . Amount (0
Relationship  Nature cr Concern
ICE Gate Educational o Interest-free Violation of Section 186; interest-free despite
. Subsidiary 0.27 Cr . .

Institute Loan subsidiary breaking even

- L Overdue Not CARO qualification on lack of recovery steps
Group Entities Subsidiaries .

Loans Disclosed for overdue amounts

14,065,562 shares pledged (48.91% of promoter

Promoters KMP Share Pledge 14.07 Cr i
holding)
i Related . Persistent risk; report does not confirm
Nalanda Foundation ) Receivable 5.25Cr . i
Entity recovery of this stagnant capital leakage.

* % of Revenue: 0.07% (Directly disclosed loan only)
* % of CFO: 1.68%

» Trend vs Prior Year: Deteriorating. While the quantum of new loans is low, the auditor's qualification on
"overdue amounts" and the massive new promoter pledge signal rising liquidity stress.

C. Shareholding

Category Mar 2025 (%) Mar 2024 (%)
Promoter 53.16 53.52
Public 46.84 46.48
Pledged (as % of Promoter holding) 48.91 0.00

* Pledge Alert: 1,40,65,562 shares are now pledged or encumbered, representing 48.91% of the total
promoter holding. This is a critical departure from the 0% pledge reported in FY24.

D. Board Composition + KMP Compensation

* Total Directors: 8
* Independent %: 50.00% (4 out of 8)
« Women Directors: 1 (Ms. Madhumita Ganguli - Independent)

« KMP Compensation: Individual KMP remuneration for FY25 was not detailed in snippets; however, total
Employee Benefit Expense rose to [66.59 Cr (32.75% increase) while Operating Profit fell 12%.

» Family Relations: The report states "None of the Directors is/was related to each other."

» Key-Man Dependency: High dependency on founders Satya Narayanan R, Gautam Puri, and Nikhil
Mahajan after 29 years; no clear next-gen succession plan.



F. Capital Allocation & Capex

Action FY Current (CJCr) FY Prior (CJCr) % of CFO

Acquisitions (DEXIT) 262.00 Cr 0.00 Cr 1,637.50% ad
Net Debt Change 219.00 Cr 10.00 Cr 1,368.75% 0
Capex 31.00 Cr 22.00 Cr 193.75% 0
Interest Payments 8.00 Cr 1.00 Cr 50.00% g
Impairments (Goodwill) 2.12 Cr 0.00 Cr 13.25% ad

» CFO Coverage of Capex: 0.51. CFO ([16.00 Cr) fails to cover even basic Capex ((B1.00 Cr), let alone the
DEXIT acquisition.

* Nature of Capex: Primarily growth-oriented via the [443.71 Cr DEXIT Global acquisition, funded almost
entirely by debt and deferred liabilities.

» Capex Deployment Efficiency: Revenue grew 14.61% while Gross Block surged 171.42%, indicating a
massive lead-time or potential overpayment for the DEXIT assets.

» Key Takeaways: The company has abandoned its "asset-light" strategy, pivoting to a highly leveraged,
acquisition-led model that has already resulted in a consolidated net loss.

H. Risks

 Audit Trail Failure: Edit logs not enabled at database level for Navision/CL Zone. Impact: High risk of
undetected manual overrides; forensic unverifiability of (B58 Cr revenue. (Severity: [)

 Deferred Consideration: [185.82 Cr in "Other Non-current Financial Liabilities." Impact: Massive future
cash outflow obligation; exceeds current cash balance. (Severity: D)

* Receivable Quality: [16.42 Cr of receivables >3 years old; [14.85 Cr disputed. Impact: Potential [13.86
Cr+ write-down; 100% of incremental revenue is trapped. (Severity: [)

» Goodwill Impairment: [152.97 Cr Goodwill from DEXIT acquisition. Impact: Future non-cash charges if
DEXIT underperforms; [2.12 Cr already written off. (Severity: )

* Promoter Pledge: 48.91% of promoter holding pledged. Impact: Risk of forced liquidation if share price
drops; signhals promoter liquidity stress. (Severity: [)

* Interest Burden: Finance costs surged 241.80% to [8.34 Cr. Impact: Interest now consumes 38% of
Operating Profit; threatens going concern if OPM stays at 6%. (Severity: [)



5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . DEXIT acquisition; 237+ DEXIT creates a unique "Education Infrastructure”

Business Quality 4 1 o L

test centers moat despite integration risks.

. . D/E 0.97x; Interest Transition to high leverage and negative FCF has

Financial Health 1 ! .

Coverage 0.25x severely compromised the balance sheet.

. , CFO < PAT (adj); 70% 100% of incremental revenue is uncollected and

Earnings Quality 1 ! . o o

Receivables growth audit trails are missing at the database level.
Management & 5 . 48.91% Pledge; Audit Sudden high promoter pledge and critical internal
Governance Trail failure control weaknesses outweigh strategic vision.
Capital Allocation & 9 . ROCE 3%; [#43 Cr Massive inorganic bet before core returns were
Earnings Visibility acquisition debt fixed; current capex not yet translating to PAT.

BUSINESS POSITIVES (for this company this year) * OStrategic Moat: The DEXIT acquisition adds 237+
owned test centers and CMMI Level 5 certification, creating a high-barrier "Third Pillar." * Revenue Growth:
Consolidated Revenue grew 14.61% to [B58.00 Cr, driven by international expansion and new segments. * [
International Traction: USA subsidiary revenue jumped 250% ($0.8M) and Indonesia revenue grew to [7.1 Cr.
* Segment Pivot: Successfully transitioned from MBA-centric to high-volume Undergraduate (CUET/IPM)
programs. * OTechnology Adoption: Launch of "Virsa" (Agentic Al) aims to transition MarTech to a higher-
margin SaaS model.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * (OFinancial Distress: Interest
Coverage plummeted to 0.25x as Total Debt exploded 1,044% to [(264.00 Cr. * JEarnings Quality: Trade
Receivables grew 70.30% (to [(111.00 Cr) vs 14.61% revenue growth; 100% of growth is uncollected. * O
Governance Red Flag: 48.91% of promoter holding is now pledged, up from 0% in the prior year. * Olnternal
Control Failure: Audit trail (edit log) not enabled at the database level for primary accounting software
(Navision). * OProfitability Collapse: Reported a consolidated Net Loss of [11.00 Cr; ROCE fell to a dilutive
3.00%. * (Liquidity Risk: [1.85.82 Cr in deferred consideration (Other Financial Liabilities) creates a massive
future cash obligation. * OAsset Quality: [16.42 Cr of receivables are >3 years old; [13.86 Cr are already credit
impaired.

OVERALL SCORECARD SUMMARY CL Educate is in the midst of a high-stakes, debt-funded transformation
that has fundamentally weakened its financial health and governance posture. While the DEXIT acquisition
provides a strategic moat in the assessment industry, it has inverted the balance sheet, leaving the company
with a precarious interest coverage of 0.25x and a consolidated net loss. Earnings quality is poor, characterized
by aggressive revenue recognition (receivables growing 5x faster than sales) and a critical lack of database-level
audit trails. The business is on a deteriorating trajectory until it can prove that the DEXIT integration can
generate sufficient cash flow to service its massive new debt load.



Part B: Governance Check Matrix

# Check Status  Evidence

1 Audit opinion clean? O Unqualified opinion issued.

2 Promoter pledge = 0? 0 48.91% of promoter holding is pledged (p.78).

3 KMP pay < 5% of PAT? O Consolidated Net Loss reported; KMP pay cannot be covered by PAT.
4 RPT quantum < 5% of revenue? O Disclosed RPTs are 0.07% of revenue.

5 Board > 50% independent? O 50% (4 out of 8 directors) are independent.

6 At least 1 woman director? 0 Ms. Madhumita Ganguli (Independent).

7 No statutory dues outstanding? O Auditor noted issues with recovery of principal/interest on group loans.
8 No fraud reported? O No fraud reported by auditors.

9 Audit trail enabled? O Not enabled at database level for Navision/CL Zone (Note 73).

10  Frequent Auditor change O Walker Chandiok & Co LLP continues.

Final line: "Total: 6/10 [0— Governance Rating: 2"
Part C: Investor Verdict

THESIS: CL Educate is attempting a "scale-at-any-cost" pivot from an asset-light EdTech player to a debt-heavy
national assessment infrastructure provider via the DEXIT acquisition.

OVERALL STANCE: AVOID

RATIONALE: The combination of a 1,044% debt spike, 0.25x interest coverage, 49% promoter pledge, and
critical audit trail failures makes the risk-reward profile highly unfavorable. RE-EVALUATE WHEN: Interest
Coverage Ratio > 2.5x and Trade Receivables growth aligns with Revenue growth for two consecutive quarters.
BULL CASE: DEXIT margins surprise on the upside, leading to rapid deleveraging and a re-rating as a "National
Infrastructure" play (Target: 20% PAT margin). BEAR CASE: Integration failure or regulatory scrutiny of DEXIT
leads to a debt trap and forced liquidation due to high promoter pledges (Magnitude: Potential insolvency). KEY
MONITORABLE: Debtor Days: 113 days — watch threshold: < 85 days.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /| Theme

Capital
Allocation

Margin
Trajectory

Working
Capital

Promoter
Commitment

Solvency &
Coverage

Management
Tone

Summary A Status
Asset-light focus; funded

by [68 Cr asset sales
with low debt ((B2 Cr).

8% OPM,; reported a Net

Profit of (16 Cr.

76 Debtor Days;
receivables growth was
high but manageable.

0% of promoter holding

pledged.

12x Interest Coverage;

highly solvent.

Defensive and focused
on balance sheet

restructuring.

7.2 Persistent Patterns

Summary B Status

Infrastructure-heavy; funded by
a 1,044% debt spike ([(264 Cr)
for the (443 Cr DEXIT
acquisition.

6% OPM; reported a

consolidated Net Loss of (11 Cr.

113 Debtor Days; 100% of
incremental revenue is trapped
in unpaid invoices.

48.91% of promoter holding
pledged.

0.25x Interest Coverage;
technically unable to service
debt from operations.

Visionary and aggressive,
emphasizing "Meta-Commerce"
and "Global Hubs."

Forensic Takeaway

The company has abandoned its asset-light
strategy for a high-risk, debt-funded
inorganic expansion that has inverted the
balance sheet.

Profitability has collapsed as the costs of
debt servicing and integration outpace the
marginal gains from increased revenue.

The quality of the debtor book has
deteriorated significantly, suggesting
aggressive revenue recognition or a
breakdown in collection discipline.

The sudden, massive encumbrance of
promoter shares signals significant liquidity
stress or the use of personal equity to
secure corporate financing.

The company has transitioned from a
position of financial strength to a distressed
solvency profile that relies on external
financing to survive.

Management is using high-growth
technology narratives to pivot attention
away from a deteriorating bottom line and
rising leverage.

» Aggressive capitalization of internally generated intangibles (content/software) continues to be used to
defer recurring costs, though it can no longer mask the consolidated net loss.

» Material weakness in internal controls regarding audit trails (edit logs) persists across both years,
meaning transaction timing and manual overrides remain forensically unverifiable.

- Stagnant related-party receivables, specifically the [5.25 Cr due from Nalanda Foundation, remain on the
books without impairment despite years of zero movement and auditor emphasis.

« Structural low return on capital (ROCE) remains consistently below the cost of capital, indicating that the

company’s reinvestment strategy is not yet yielding economic value.

* CUET (Undergraduate test prep) remains the primary operational growth engine, successfully offsetting the
stagnation in legacy MBA and banking segments.

« Significant unresolved contingent tax liabilities continue to represent a massive "shadow" threat to the
company's net worth across both periods.

» High key-man dependency remains a structural trait, with the three original founders maintaining absolute
control for nearly three decades without a clear succession plan.
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