CL Educate Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

CL Educate operates a scalable "Phygital" test-prep model, leveraging its leadership in the CUET
segment (1,267 top percentilers) and a strategic pivot toward a "SAAS + VAS" MarTech platform.

Revenue reached [B12 Cr, representing a 7.25% YoY increase, though this marks a significant deceleration
from the 40% growth trajectory observed in FY23.

Operating margins contracted to 8%, primarily suppressed by a substantial 13.26 Cr spike in
Expected Credit Loss (ECL) provisions, signaling deteriorating asset quality.

Reported PAT is fundamentally fragile, as the bottom line is heavily supported by the capitalization of
recurring costs; expensing these would have resulted in a net loss.

Total borrowings doubled to [B2 Cr to fund digital expansion and working capital, yet the balance
sheet remains conservatively levered with a D/IE of 0.11x and interest coverage of 12x.

Cash Flow from Operations (CFO) of (26 Cr provides a robust 1.63x coverage of PAT, serving as the
primary financial pillar despite a sharp drop in Free Cash Flow to (4 Cr.

The company aggressively capitalized 17.79 Cr in content and software development, leading to
intangible assets comprising 77% of the fixed asset base and creating future depreciation headwinds.

Earnings quality is poor, characterized by a high reliance on capitalization and a failure to provide for
a stagnant 5.25 Cr related-party receivable from Nalanda Foundation.

Governance remains a significant overhang following a material internal control failure where the
audit trail (edit log) was not enabled at the database level for primary accounting software.

Capital efficiency is a concern as ROCE stagnates at 8%, failing to exceed the cost of capital, while
potential write-downs of disputed debts ( 10 Cr+) pose a 60% risk to annual PAT.

The growth outlook hinges on the successful scaling of the "Vosmos" MarTech platform in Southeast
Asia and maintaining the CUET engine's dominance over traditional CAT segments.

Maintain a Watch stance; re-evaluate upon remediation of audit trail weaknesses and a reduction in bad debt
provisions to below 2% of revenue.

1. Business overview (In Bullet Points)

* Business Segments: Operates primarily through two segments: EdTech (Test Prep and Publishing under the
"GKP" brand) and MarTech (integrated marketing, event management, and digital platform services via
"Kestone").

* Revenue Drivers: Growth is increasingly driven by the Common University Entrance Test (CUET), which has
replaced CAT/MBA as the primary engine. The MarTech segment is pivoting toward "Meta-Commerce" via the
Vosmos platform.

« Cost Drivers: Major costs include service delivery (franchisee and faculty costs), employee benefits, and
sales/marketing. A significant recent cost driver is the spike in provisions for expected credit losses (ECL).

« Industry Position: Established player in the Indian test-prep market for 28 years; currently transitioning from
a traditional coaching model to an "Education Infrastructure" provider.



» Expansion Plans: Aggressive focus on "SAASification" and Value Added Services (VAS). Expanding
MarTech operations into Indonesia and Singapore to hedge against India-centric regulatory risks.

» Acquisitions & Capacity: Shifting toward a "Phygital" model where physical centers (franchisees) fulfill
digital products. The company is doubling down on "Foundation Programs" (Class VI-X) to capture students
earlier in the lifecycle.

» Segment Performance: EdTech remains the cash cow and brand moat, while MarTech is positioned as the
high-growth technology engine.

» Geographical Presence: Strong domestic presence in Tier 1/2/3 cities through physical centers and
publishing distribution; growing international footprint in Southeast Asia.

2. Management commentary & outlook

* Management has pivoted the strategic narrative from "Asset-Light" to "SAASification"” and "VAS" (Value
Added Services), aiming to embed software into school and college administrative workflows.

» The Common University Entrance Test (CUET) is viewed as the most critical growth moat, with management
aggressively using "result-signaling” (1,267 students with 100th percentiles) to capture the undergraduate
market.

» The MarTech segment is transitioning toward "Meta-Commerce" via the Vosmos platform, betting that
corporate marketing budgets will shift permanently toward immersive 3D digital experiences.

» Management has followed through on the promise to exit non-core assets, including shifting the Registered
Office to New Delhi in January 2024 for centralized corporate control.

» The "GKP" publishing brand is being utilized as a low-cost lead generator to reach students in Tier 2/3 cities
for digital upselling.

» Management highlights a "Phygital" reality where the physical footprint acts as the fulfilment center for digital
products, maintaining an asset-light balance sheet while operations remain human-capital intensive.

* There is a strategic focus on "Foundation Programs" (Class VI-X) to increase the customer lifecycle and lock
in students before they reach the competitive entrance exam stage.

* Management Tone: The "Captain’s Desk" is visionary and less defensive than the prior year, emphasizing
"Future-Ready Youth" and "Global Footprints." While touting high governance standards, management
remains silent on the historical [12.15 Cr loan write-off from FY23, focusing instead on future ESG goals. The
tone suggests high confidence in the business acceleration, though the "Entrepreneurial Management" style
continues to carry key-man dependency risks. (Positive/Visionary)



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2024 Mar 2023
Sales 312 291
Sales Growth % 7.25 40.42
Expenses 287 266
Material Cost % 2 2
Raw material cost 5.87 441
Change in inventory -0.81 2.34
Manufacturing Cost % 54 56
Employee Cost % 16 16
Other Cost % 20 17
Operating Profit 25 25
OPM % 8 9
Other Income 13 6
Exceptional items -0.87 0.75
Other income normal 13.86 5.49
Interest 2 2
Depreciation 14 11
Profit before tax 22 19
Tax % 28 -20
Net Profit 16 23
Minority share -18 0
Exceptional items AT 1 1
Profit excl Excep 15 22
Profit for PE -3 22
Profit for EPS -2 23
Profit Growth % -114 81
EPS (O -0.40 4.09

Dividend Payout % 0 0



Balance sheet ([ICr)



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 2024

27

254

32

20

11

75

33

43

388

94

73

73

161

66

201

13

65

21

a7

104

35

Mar 2023

28

247

17

10

82

40

41

373

67

56

50

121

54

293

12

70

18

54

64

29



Line item

Other asset items

Total Assets

Cash flow statement (CICr)

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 2024

75

388

Mar 2024

26

40.87

-8.95

-0.46

-7.07

0.09

-13.11

-2.19

111

Mar 2023

118

373

Mar 2023

23

32.32

-24.21

191

11.95

-0.08

-1.95

-7.05



Key ratios

Line item Mar 2024 Mar 2023
Debtor Days 76 87
Inventory Days 0 0
Days Payable 0 0
Cash Conversion Cycle 76 87
Working Capital Days 55 72
ROCE % 8 7

3.2 Financial analysis summary

* Revenue from operations grew by 7.25% to [(B12.00 Cr, representing a significant deceleration from the
40.42% growth in FY23; educational revenue is recognized via the "stage of completion" method, which
involves significant management judgment and was flagged as a Key Audit Matter.

» Operating Profit remained stagnant at [25.00 Cr, leading to an OPM % contraction to 8.00% from 9.00% as
Other Expenses spiked by 41.4% YoY to [B8.76 Cr, primarily driven by a [13.26 Cr provision for expected
credit losses (ECL) and bad debts.

* Net Profit declined to [16.00 Cr from [23.00 Cr, largely because FY23 results were inflated by a [24.40 Cr
one-time gain from the sale of property, while FY24 benefited from a jump in Other Income to [13.86 Cr,
which included [6.00 Cr in interest received.

* Depreciation increased by 23.8% to [14.00 Cr, linked to the expansion of the Gross Block to [161.00 Cr; this
was driven by higher amortization of internally generated Intangible Assets such as content and software,
which saw additions of [17.79 Cr during the year.

» Trade Receivables decreased slightly to [65.00 Cr, but quality is deteriorating with [7.60 Cr of debts
outstanding for over 3 years and [5.48 Cr in disputed debts considered "good," while the total provision for
doubtful debts remains low at [2.65 Cr.

» Working Capital management showed a reduction in Cash Conversion Cycle to 76 days from 87 days, yet
Working Capital Changes in the Cash Flow Statement remained a significant drag of -[13.11 Cr, primarily due
to a -[7.07 Cr impact from declining Trade Payables.

« Total Debt (Borrowings) doubled to [82.00 Cr from [17.00 Cr, with Short term Borrowings rising to 20.00 Cr
to fund working capital; despite this, the Debt / Equity ratio remains conservative at 0.11 and Interest
Coverage improved to 12.00x.

« Lease Liabilities increased to [11.00 Cr from [6.00 Cr, corresponding to a near-doubling of Right-of-Use
assets to [10.20 Cr, signaling continued physical infrastructure expansion despite the digital EdTech focus.

* CFO of [26.00 Cr provides strong coverage of PAT (1.63x), suggesting that core earnings are cash-backed
despite the high non-cash ECL charges; however, Free Cash Flow plummeted to [#.00 Cr from [64.00 Cr as
the company lacked the massive [109.00 Cr inflow from asset/investment sales seen in FY23.

* Intangible Assets now constitute 77.6% of the Fixed Assets base at [¥3.00 Cr; the aggressive capitalization
of "Content Development" costs ([#9.40 Cr gross) supports current PAT Margin by deferring expenses but
increases future Depreciation hurdles.

» Other Assets include a high-risk [5.25 Cr receivable from Nalanda Foundation, which has been outstanding
for a long period and was highlighted as an "Emphasis of Matter" by the auditor, posing a potential future
impairment risk to Net Worth.



» Other Expenses spiked by 41.4% YoY, primarily due to the [13.26 Cr provision for bad debts/ECL, which is
disproportionately high compared to revenue growth, signaling deteriorating credit quality of the customer
base.

» Other Assets saw a sharp drop in Non-Current Financial Assets (from [46.10 Cr to [11.09 Cr) due to the
maturity or reclassification of fixed deposits, while "Other Receivables" from business partners increased by
37% to [9.58 Cr.

* ROCE % remained low at 8.00%, while ROE % diluted to 5.69%, reflecting a business struggling to translate
its expanded Total Assets base ([B88.00 Cr) into superior bottom-line returns, further complicated by a
"Material Weakness" in internal controls regarding the lack of an audit trail.

» The dominant financial theme of the year is the stabilization of core operations and healthy CFO generation,
which is overshadowed by aggressive capitalization of Intangible Assets, deteriorating credit quality in Trade
Receivables, and significant internal control lapses.

3.3 Contingent liabilities & commitments

» Nalanda Foundation Receivable: [5.25 Cr long-outstanding receivable. Management maintains
recoverability based on legal advice, but auditors have highlighted this as an "Emphasis of Matter" due to lack
of movement.

» Tax Disputes: Outstanding income tax disputes of [11.20 Cr (Note 48/49), representing nearly 70% of
current annual PAT if ruled against.

» Assets Held for Sale: K-12 infrastructure assets ([13.23 Cr) remain classified as "Held for Sale" following
the cancellation of a previous sale agreement due to buyer fund lack; this avoids current depreciation
charges.

» Guarantees: Promoters provided a financial guarantee to the company, recognized as a "Deemed Equity
Contribution" of [0.785 Cr.



3.9 Earnings quality & forensic checks



# Check

1

10

11

12

13

14

15

PAT vs CFO trend

Receivables & channel-
stuffing signal (receivables +
inventory build vs revenue)

Revenue timing (unbilled /
contract assets + deferred
revenue / advances)

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

Dividend paid vs FCF
adequacy

Audit Trail Compliance

Impact

Profit 1 — high non-cash charges
for bad debts boost CFO relative
to PAT.

Revenue 11 — receivables
decrease 7% while sales grow
7%, suggesting no stuffing.

Revenue t — contract asset
growth indicates unbilled work
recognized as current income.

Neutral — minimal direct revenue
impact from related parties based
on disclosures.

Profit | — inventory growth of 8%
matches sales growth, preventing
margin distortion.

Neutral — consistent valuation at
lower of cost or net realizable
value.

Profit | — net exceptional loss of
[0.87 Cr reduces reported pre-tax
earnings.

Profit 1 — aggressive
capitalization of content
development defers expenses to
future years.

Profit 1 — reversal of slow-moving
inventory provision provides minor
non-cash PAT boost.

Profit | — tax rate normalized to
28% from negative rate in FY23.

Profit 1 — classification of K-12
assets as "Held for Sale" avoids
depreciation.

Neutral — deferred tax positions
appear consistent with temporary
timing differences in content.

Neutral — related party
transactions are limited to
promoter guarantees and
advances.

Neutral — zero dividend payout
preserves cash for debt and
expansion needs.

Neutral — failure to maintain edit
logs prevents forensic verification
of transaction timing.

Status

Notes detail

CFO/OP at 111%; earnings are well-
supported by cash despite high credit
loss provisions.

Debtor days improved from 87 to 76;
however, [13.08 Cr remains disputed or
>3 years old.

Note 2(C)(ii): Revenue recognized on
"stage of completion," involving
significant management judgment and
KAM focus.

Note 24: Promoters hold 58.52%;
financial guarantees provided by
promoters recognized as deemed equity.

Note 14: Inventory consists entirely of
textbooks; provision for slow-moving
stock was reversed in FY24.

Textbooks valued at cost; standard
industry practice for educational
publishing materials.

FY23 PAT was significantly inflated by a
[24.4 Cr gain on sale of fixed assets.

Note 2(C)(vi): Internally generated
software/content amortized over 1-10
years; gross content block reaches [49.4
Cr.

Note 14: Minimal impact on overall
earnings quality compared to the large
ECL charge.

FY23 tax was impacted by deferred tax
adjustments related to asset sales and
losses.

Note 21: Infrastructure sale cancelled
due to buyer fund lack; assets remain
"Held for Sale" since FY23.

Deferred tax relates primarily to timing of
intangible asset amortization and
employee benefit provisions.

Note 24/Statement of Changes in Equity:
No significant undisclosed RPT-driven
revenue or expense spikes.

FCF dropped from (64 Cr (FY23) to (4
Cr due to lack of asset sale proceeds.

Note 69: Material weakness in internal
controls over financial reporting.



# Check Impact Status  Notes detail

Profit + — failure to provide for Auditor Emphasis of Matter;
16 Stagnant RPT Receivables long-standing related party debt — management refuses to impair despite
inflates net worth. lack of recovery.
. o Profit 1 — capitalizing recurring
Aggressive Capitalization of ) . If expensed, the company would report a
content costs as intangibles — .
Content Net Loss instead of (16 Cr PAT.

inflates current year PAT.

4. Management & governance

A. Auditor Report & Key Audit Matters * Audit Opinion Type: Unqualified. * KAM 1: Revenue Recognition:
Auditor flagged the "stage of completion” method for education programs as involving significant management
judgment in identifying performance obligations and allocating transaction prices. Risk of aggressive revenue
timing. * KAM 2: Loss Allowance for Trade Receivables: Auditor highlighted "high estimation uncertainty”
regarding the realization of long-standing balances. Management uses a simplified ECL approach, but the
auditor noted significant judgment is required for disputed/old debts. * Emphasis of Matter: The auditor
highlighted [5.25 Cr receivable from Nalanda Foundation as long outstanding. While management claims
recoverability based on legal advice, the lack of movement indicates high impairment risk. * Material Weakness
(Audit Trail): Auditor issued a modified comment under CARO regarding the Audit Trail (edit log). The feature
was not enabled at the database level for Microsoft Dynamics Navision and "CL Zone" software. Three
subsidiaries using Tally lacked the feature entirely for the year.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CJCr) | Concern | | | [

| | | | Nalanda Foundation | Related Entity | Long-standing Receivable | 5.25 Cr |
Stagnant balance; auditor Emphasis of Matter; high recovery risk | | Promoters | KMP/Promoter | Deemed
Equity Contribution | 0.79 Cr | Financial guarantee provided by promoters to the company | | Related Parties |
Group Entities | Advances | 0.61 Cr | Outstanding advances with no movement |

* % of Revenue: 2.09%

* % of CFO: 25.58%

* Trend vs Prior Year: Decreasing (Prior year included a massive [12.15 Cr write-off to CLEF).

* RPT Verdict: Governance Concern. While the quantum of new transactions is low, the material weakness in

audit trails combined with the refusal to provide for the stagnant Nalanda Foundation receivable indicates
poor transparency.

C. Shareholding * Promoter: 53.52% * Public: 46.48% * Pledged: 0.00%

D. Board Composition + KMP Compensation * Total Directors: 8 | Independent %: 50.00% | Women
Directors: 1 (Ms. Madhumita Ganguli). * KMP Compensation: Individual KMP pay for FY24 was not detailed in
provided snippets; however, the three founders (Satya, Gautam, Nikhil) have operated as a cohesive unit for 28
years, maintaining high key-man dependency. Total Employee Benefit Expense rose to [50.96 Cr. No KMPs
share the same family name.

F. Capital Allocation & Capex | Action | FY current (OCr) | FY prior (OCr) | % of CFO | Signal | | ------- |
| | | | | Capex (Intangibles/Fixed Assets) | 22.00 Cr | 27.00 Cr |

84.62% | — | | Net Debt Change | 15.00 Cr | -5.00 Cr | 57.69% | — | | Asset Sales | 0.00 Cr | 68.00 Cr | 0.00% |
— | | Provision for Bad Debts (ECL) | 13.26 Cr | 4.98 Cr | 51.00% | — | | Interest Payments | 1.00 Cr | 1.00 Cr |
3.85% | — |

* CAPEX Analytical Notes:
o CFO Coverage of Capex: 1.18. CFO ([26.00 Cr) narrowly covers Capex ([22.00 Cr).



> Nature of Capex: Primarily Internally Generated Intangible Assets (Content/Software) totaling [17.79
Cr.

- Capex Deployment Efficiency: Revenue grew 9.35% while Gross Block grew 33.06%, indicating a lag in
translating new digital content into immediate top-line growth.

- Key Takeaways: The aggressive capitalization of [17.79 Cr in content development significantly
inflates current year PAT by deferring costs that are essentially recurring.

H. Risks * Audit Trail Failure: Edit logs not enabled for Navision and Tally. High risk of undetected manual
overrides in financial records. (Impact: High ) * Receivable Impairment: [7.60 Cr of receivables are >3 years
old; [5.48 Cr are disputed. Potential (10 Cr+ write-down if recovery fails. (Impact: High ) * Nalanda Foundation:
[b.25 Cr stagnant receivable from a related foundation. Direct capital leakage; potential 33% hit to current PAT if
written off. (Impact: High ) * Aggressive Capitalization: [17.79 Cr of content/software costs capitalized in FY24.
If expensed, the company would report a Net Loss instead of [16 Cr PAT. (Impact: High ) * Tax Disputes:
Outstanding income tax disputes of [11.20 Cr. Potential 70% hit to current PAT if ruled against. (Impact: High )

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. ) CUET growth engine; Strong market position in test-prep with a
Business quality 4 - )
500k+ books sold scalable "Phygital" model.
. . D/E 0.11x; Interest Conservative leverage and strong interest
Financial health 4 - . - . .
Coverage 12x serviceability despite debt doubling.
. ) [17.79 Cr Capitalization; PAT is heavily supported by aggressive
Earnings quality 2 ! e . .
[13.26 Cr ECL capitalization and offset by high credit losses.
Management & 9 Audit Trail Failure; [5.25 Persistent internal control weaknesses and
governance - Cr RPT stagnant related-party receivables.
Capital allocation & Low returns on expanded asset base and sharp
. . 3 ! ROCE 8%; FCF [4 Cr )
earnings visibility drop in FCF post-asset sales.

Business positives (for this company this year) * Strong Cash Generation: CFO of [26.00 Cr provides
1.63x coverage of PAT, ensuring earnings are cash-backed. * CUET Leadership: Successfully captured the
undergraduate market with 1,267 students achieving 100th percentiles in CUET. * Conservative Leverage:
Maintained a low Debt/Equity ratio of 0.11x despite doubling total borrowings to fund growth. * Strategic Pivot:
Successful transition to a "SAAS + VAS" model and expansion of the MarTech segment into Southeast Asia. *
Operational Efficiency: Improved the Cash Conversion Cycle from 87 days to 76 days through better working
capital management.

Business negatives | concerns (for this company this year) * Internal Control Failure: Material weakness
reported as the audit trail (edit log) was not enabled for primary accounting software. * Aggressive
Capitalization: Capitalized [17.79 Cr of content/software costs; expensing these would have resulted in a net
loss. * Deteriorating Asset Quality: Provision for bad debts (ECL) spiked to [13.26 Cr, signaling high-risk credit
sales. * Stagnant RPT Receivable: Refusal to provide for a [5.25 Cr long-outstanding receivable from Nalanda
Foundation despite auditor emphasis. * Low Capital Efficiency: ROCE remains stagnant at 8.00%, failing to
exceed the cost of capital despite significant reinvestment.

Overall scorecard summary CL Educate demonstrates a robust operational core with strong cash flow
generation and a dominant position in the emerging CUET market. However, the financial strength is



undermined by poor earnings quality, characterized by aggressive capitalization of recurring costs and a sharp
spike in bad debt provisions. Governance remains the primary overhang, with material internal control lapses
regarding audit trails and unresolved related-party receivables. The business is on a stable but high-risk
trajectory; while the operational flywheel is accelerating, the management must address systemic governance
and capital discipline issues to unlock true shareholder value.

Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? _
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change —

Final line: "Total: 8/10 — Governance Rating: 2"
Part c: investor verdict

Thesis: CL Educate is a dominant test-prep player successfully riding the CUET wave, but it remains a "trust-but-
verify" story due to aggressive accounting and governance lapses.

Overall stance: Watch

Rationale: Strong operational cash flows are currently offset by high credit risk and aggressive capitalization of
content costs. Re-evaluate when: Provision for bad debts (ECL) drops below 2% of revenue AND audit trail
weaknesses are remediated. BULL CASE: Successful scaling of the "Vosmos" MarTech platform with SMEs
leads to a valuation re-rating from EdTech to SaaS (30%+ upside). BEAR CASE: A forced write-down of Nalanda
Foundation receivables and disputed debts ([10 Cr+) wipes out 60% of annual PAT. Key monitorable: Provision
for Bad Debts: [13.26 Cr — Watch for reduction to <[5 Cr.



7. Year-over-year analysis

7.1 Changes

Metric /

Summary a status
theme

Funded by [68 Cr asset

Capital
) sales; focused on
Allocation ]
deleveraging and buybacks.
. 9% OPM; PAT heavily
Margin .
. inflated by a (24 Cr one-
Trajectory . .
time property sale gain.
. High cash outflow ([24.21
Working . .
. Cr) due to rapid growth in
Capital .
trade receivables.
Defensive and focused on
Management strategic balance sheet
Tone restructuring and asset-light
transition.
Localized control failure and
Internal .
statutory due defaults in the
Controls

ICE Gate subsidiary.

7.2 Persistent patterns

Summary b status

Funded by doubling debt (17 Cr
to [B2 Cr); focused on
"SAASification" and digital
capex.

8% OPM; PAT pressured by a
[13.26 Cr spike in bad debt
provisions (ECL).

Receivables volume decreased,
but credit quality collapsed with a
166% spike in ECL provisions.

Visionary and aggressive,
emphasizing "Meta-Commerce,"
"SAAS," and global expansion.

Systemic "Material Weakness"
regarding the lack of an audit
trail (edit logs) in core accounting
software.

Forensic takeaway

The company has shifted from a period of
asset-monetization and debt reduction to
debt-fueled expansion into digital
infrastructure.

Core operating profitability is deteriorating
as credit costs rise and one-time asset
gains disappear.

The working capital risk has evolved from
high volume growth to a significant
deterioration in the underlying quality of the
debtor book.

Management is utilizing high-multiple
technology buzzwords to pivot the narrative
away from stagnant core margins and
historical governance issues.

Governance risk has escalated from
subsidiary-level mismanagement to a
fundamental inability to forensically verify
parent-level transactions.

» Aggressive capitalization of internally generated intangibles (FY23: [9.39 Cr; FY24: [17.79 Cr)
consistently inflates reported PAT by deferring recurring content development costs.

* Persistent governance red flags involving related-party entities (FY23: CLEF loan write-off; FY24:
Nalanda Foundation stagnant receivable) suggest a recurring pattern of capital leakage or refusal to

recognize losses.

« Structural low return on capital (ROCE < 9%) indicates that the company’s reinvestments are failing to
generate returns above the cost of capital despite the digital pivot.

« Significant unresolved contingent tax liabilities ((111.20 Cr) remain a constant threat, representing a
massive 50-70% of annual PAT across both periods.

» Heavy key-man dependency remains a structural trait, with the three original founders maintaining absolute

control for over 28 years.

* CUET has solidified as the primary growth engine, successfully replacing the legacy MBA/CAT segment
as the core driver of the EdTech business.
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