CL Educate Ltd — May 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline (Core) / Beat (Strategic Integration) One-line: CL Educate has fundamentally transformed from a
B2C coaching-led business into a B2B-heavy assessment and marketing platform, sacrificing the legacy B2C
high-value test-prep segments to unlock a massive [200 Cr+ annuity assessment revenue stream.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Inline Revenue ((B68 Cr) and EBITDA ([B2.6 Cr) include a 40-day stub from
Guidance DEX, tracking well against proforma annual targets of (544 Cr revenue.
. . Impacted by [16.2 Cr in one-time exceptional/discontinued items; core
Earnings Quality Moderate . - -
EdTech/MarTech EBITDA remained positive but face realization pressure.
Guidance Stron Management provided a clear 36-month roadmap to zero debt via land
Confidence g liquidation and a potential DEX IPO.
Successfully closed the complex NSEIT (DEX) acquisition; showed
Management o N .
Credibilit Strong discipline by exiting JEE/NEET/Bank-SSC categories to protect
ibili
v assessment neutrality.
. . The shift from "cyclical B2C coaching" to "annuity-based B2B
Business Quality . . Lo .
Sianal Improving assessments" (DEX core business grown 16%) significantly improves
g long-term cash flow predictability.
Key Q&A Q# 3 (Debt) Management detailed a multi-pronged approach (land sale, DEX
Exchange dividends, IPO) to retire [200 Cr debt in 3 years.
Analysts questioned the decline in EdTech billing; management admitted
The Street's Test Prep .
. . a structural shift toward "self-prep” and "Attend From Anywhere" (AfA)
Primary Anxiety Churn
models.
Capital Cycle T— Post-acquisition consolidation phase; deploying (200 Cr debt to scale the
Stage assessment backbone.

Margin Trajectory

Deteriorating
(B2C)

EdTech EBITDA margins compressed from 11% to 8.2% due to billing
drops in MBA and the underperformance of CUET.

Pricing Power Eroding Students are shifting to shorter, lower-value products or DIY prep, forcing
d (EdTech) CL to launch lower-margin "Self-Prep" platforms.
. . Impacted by acquisition financing and one-time transaction costs;
FCF Conversion Distorted . . . .
underlying DEX core business is cash-flow positive.
» L DEX adds 237 company-owned centers and a 73-lakh-student single-
Competitive Moat Widening . . . . . L
session capacity, creating a high barrier to entry in digital assessments.
Balance Sheet Adequate Net debt increased significantly due to the (200 Cr Piramal loan, but
Strength q backed by DEX's [BO Cr+ annual EBITDA.
Mgmt Guidance Reliable Delivered on DEX closure and the synergy projects (IIM-B/GITAM wins)
i
Track Record promised in prior strategy sessions.
. . Reliance on NTA for large-scale exams (NEET/Ayush) poses a risk, as
Key Vulnerability NTA Volatility ) .
evidenced by the Ayush/DRDO postponements this year.
. Candid about the decline in high-margin classroom prep but highly bullish
Management Tone  Pragmatic

on the DEX "Nation's Infrastructure" play.

Key Takeaways (Positives & Negatives):



Positives: * DEX Integration Complete: The [231.8 Cr acquisition of NSEIT (DEX) is now consolidated. This
adds a [200 Cr revenue base with 16% margins and a high-barrier technology moat (6 copyrights/2 patents). *
Institutional Wins: DEX has already secured [IM-Bangalore (Semester exams) and GITAM (University
entrance), proving the synergy thesis of using CL's academic pedigree to win university assessment contracts. *
MarTech Resilience: Revenue grew 22% YoY, with international delivery (Singapore, Indonesia, US) now
contributing significantly ([43.6 Cr) to the top line. * Annuity Growth: The "Core" DEX business (UIDAI, IRDAI,
NISM) grew 16% YoY, providing a stable (100 Cr+ annuity revenue cushion against the cyclical test-prep
business.

Negatives: * Structural Test-Prep Decline: EdTech revenue fell 7% as premium classroom billing in the MBA
segment dropped. Students are opting for cheaper "self-prep” and DIY models, signaling a long-term erosion of
pricing power in B2C coaching. * CUET Failure: Management admitted CUET has "not lived up to expectations"
as a product segment due to structural issues and exam glitches, limiting growth in the UG coaching vertical. *
Debt Load: The company moved from a "Zero Debt" position to having a (200 Cr loan at 11.9%. While debt-
servicing is covered by DEX cash flows, it restricts short-term capital flexibility. * NTA Concentration: A dip in
NTA business (due to exam postponements/paper leaks) impacted current results, highlighting a dependency on
government/quasi-government agencies for lumpy event-based revenue.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Current Qtr

Metric Mgmt Commentar
(EY25 A) 4 v

Driven by MarTech growth and 40-day DEX stub.

Revenue (Cr) 368.0 11% First entry 1 .
Proforma full-year is [544 Cr.
EdTech Revenue . Impacted by structural churn in student habits (shift
189.5 (7.0%) First entry 1 .
(0OCr) to self-prep) and MBA billing drop.
MarTech . Strong growth in international geographies (+35%)
149.5 22% First entry 1 . I
Revenue (CCr) and new client acquisitions.
DEX Revenue (O . Represents 40 days. Proforma annual DEX
30.0 (Stub) N/A First entry 1 .
Cr) revenue is [199-205 Cr range.
) Impacted by one-time transaction costs and lower
EBITDA (OCr) 32.6 (14.0%) Firstentry | _
EdTech margins.
EBITDA Margin . Margin compression in EdTech (8.2%) and MarTech
8.8% (250 bps) First entry 1 .
% (9.2%) due to pricing pressure.
. Reported loss due to [16.2 Cr exceptional items
PAT (OCr) (0.8) (105.0%) First entry ! . .
(Acq costs + discontinued ops).
Net Debt / . Shift from zero-debt to leveraged position to fund
200.0 N/A First entry ! L
(Cash) (OCr) the DEX acquisition.
Working Capital ) DEX core business has favorable collection;
60-90 Days Stable First entry - . .
(DSO) MarTech remains at industry standards.

2B. SEGMENT BREAKDOWN



Revenue (O

Segment cn Margin Key Development

Launched "Attend from Anywhere" to combat

EdTech 189.5 (7.0%) 8.2% ! Below .
classroom travel fatigue.
Expansion in Singapore/Indonesia; margins hit
MarTech 149.5 22.0% 9.2% = Above . . .
by supply-side re-engineering.
Won ICAI contract (>[25 Cr in Yr 1); won 1IM-B
DEX (Proforma) 199.0 3.0% 19.8% 1 Above
and GITAM assessment orders.
Platform . Acts as a bridge between students and
L Not Stated 20.0% High 1 Above ) )
Monetization colleges; high-margin growth segment.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

. . Management Target / Required Run-Rate / Historical
Dimension Category i . e .
Claim Mathematical Feasibility Delivery
Debt Become a Zero-Debt Requires ~[65 Cr annual debt
Guidance Reduction company in 36 months (by retirement; feasible via land sales First entry Moderate
May 2028). and DEX EBITDA.
Capait Add 25,000 captive Necessary to bid for large-scale
i
Guidance E pan '};n assessment seats in 18-24 exams like JEE/NEET when they On Track Low
xpansi
. months. move fully online.
DEX Target "Large Exams" (NTA, Dependent on NTA RFPs and
Guidance Revenue Banking) once capacity is successfully competing with TCS Mixed High
built. iON.
Discontinued JEE, NEET, Sacrificed ~[2.7 Cr revenue/[9.3 Cr
Strategy Exit/Conflict SSC, CAto avoid conflict loss to protect (200 Cr assessment Delivered Low
with DEX. core.
Test Prep Pivot to "Self-Prep" and Required to offset the 7% decline in
Macro In Progress Moderate

Habits "Adaptive Testing" platforms.  traditional classroom billing.



4. ANALYST Q&A



Analyst/ Theme

Q# Relevance

Firm Cluster

Operations

DEX
1 4.5 Sameer
Hemant
2 4.0 M&A Cost
Shah
Aditya
3 5.0 Leverage
Deorah

Underlying
Concern

How is Q1
FY26
shaping up
for DEX and
what is the
seasonality?

Why is the
DEX
acquisition
cost
appearing
higher on
the balance
sheet than
the (230 Cr
stated?

What is the
plan to
reduce the
200 Cr
debt?

Management
Response &
Investment
Implication

Evaded /
\[o]
Addressed

Management
confirmed
seasonality
with Q2/Q3
being higher
and Q1/Q4
lower, while
core annuity
business
(CLOO Cr+)

. None
remains
uniform. This
provides
clarity on
quarterly
volatility
expectations
for the new
consolidated
entity.

CFO
explained that
[180 Cr cash
was left on
NSEIT's
books (due to
digital
business sale)
which must be
returned as
deferred None
consideration,
resulting in a
net cost of
[230 Cr. This
removes the
concern of an
"overpayment"
or hidden
transaction
costs.

Satya
Narayanan
stated the
goal is zero
debtin 3
years via land
liquidation,
DEX
dividends, and
a potential
strategic stake

Exact
valuation of
land assets
for sale.

Credibility Verdict

4.0

3.5

Clear and
quantified

Specific
timeline
given

Directional
with
evidence



Management
Analyst/ Theme Underlying Response &

Evaded /

. Category Not Credibility Verdict
Firm Cluster Concern Investment
Addressed

Implication

Q# Relevance

sale or IPO of
DEXIT. Debt
reduction is
the primary
re-rating
trigger for the
next 12
quarters.

Management
indicated that
based on
current
financials,
they do not
envisage any
additional additional Clear and

4 35 Sameer Earn-outs Financials earn-out None 4.0 n
[¥5 Cr quantified

ayout. This is
payout for payou S

DEX qoals? a positive for
g " cash-flow

preservation
as the total
payout likely
stays at
[231.8 Cr.

Will there be
an

Gautam Puri
(GP) noted a
shift to MBA
"Self-Prep"
and "Adaptive
Testing" while
school-level
How will products
EdTech (Law/BBA)
recover remain sticky Specific
EdTech Management given the as parents are  revenue Vague but
5 4.5 Unknown . 3.0 .
Strategy Commentary  structural the decision- recovery consistent
churn in makers. This timeline.
student pivot suggests
habits? a permanent
margin cap on
MBA coaching
but growth
potential in
Undergrad
(UG)
segments.

What is the Management

roadmap for  will add 15-20

opening centers None 4.0
annually, a

Clear and
quantified

Rahul Capex and
6 3.0 . Infrastructure .
Bhansali Allocation



Management
Analyst/ Theme Underlying Response &

Evaded /

Q# Relevance .
Firm Cluster Concern Investment

Implication

Addressed

significant
slowdown
from prior
years as they
pivot away
from CUET-
driven tier-3
expansion.
Capital is
being
reallocated
toward DEX
captive
capacity
instead of
coaching
centers.

new test
centers?

PATTERN FLAGS & SENTIMENT

Theme 1: The Transition to Institutional Assessment. The primary analyst anxiety surrounds the conflict of
interest between "coaching students" and "testing students." Management was highly confident in their decision
to exit the [® Cr loss-making JEE/NEET/Bank-SSC categories to protect the multi-hundred-crore DEXIT
opportunity. This resolution suggests CL is prioritizing long-term B2B stability over declining B2C categories.

Theme 2: Debt Servicing and Asset Monetization. Analysts repeatedly pressed on the [200 Cr Piramal debt.
The response posture was transparent—management is treating the land bank (non-core) as a primary source

of debt repayment. Credibility here is high because the company has historically liquidated non-core assets, but
the timing of these sales remains the key risk.

Analyst Sentiment Verdict: Skepticism regarding the legacy coaching business (MBA/CUET) is high, but
analysts were convinced by the DEX acquisition logic and the "synergy wins" (IIM-B/ICAl). Management's
credibility improved by closing the deal and being upfront about the structural churn in EdTech. The primary
unresolved issue is the timing of non-core asset sales to deleverage the balance sheet.

GUIDANCE GAPS REVEALED IN Q&A

What Mgmt Claimed

. What Q&A Revealed Gap | Walk-back Risk to Thesis
(({Le]0)]
High expectations as . . Structural issues with NTA and Moderate: EdTech
CUET ) CUET has not lived
a major product . . "Board-plus" nature of the exam revenue needs a new
Growth up to expectations. ] ]
segment. reduced coaching demand. UG driver (BBA/IPM).

L . Resulted in 8-10 weeks of "dead" i )
Acquisition Expected closure in . . Low: One-time hit
. Closed Feb 20, 2025. interest cost ([2.7 Cr) without
Timing Nov/Dec 2024. already booked.

revenue accrual.

Category Not Credibility Verdict



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Dec 24) This Quarter (Mar 25) Direction
DEX Status Proposed Acquisition Consolidated (40-day stub) 1
Debt Position Zero Debt / Cash Surplus [200 Cr Borrowing (11.9% Int) !
Product Portfolio JEE/NEET/Bank SSC active Discontinued (Conflict of Interest) 1
EdTech Realization Pricing stability expected Billing drop in MBA; shift to Self-Prep 1
New Revenue Stream Theoretical DEX Synergies Actual Wins: IIM-B, GITAM, ICAI 1
Center Strategy Aggressive expansion for CUET Cautious (15-20 p.a.); focus on Captive Seats !
Management Focus B2C Coaching Recovery B2B Assessment Infrastructure 1

INVESTOR NOTES: * Earnings Quality: CFO-to-PAT ratio is not directly calculable from the provided stub
figures, but the [16.2 Cr exceptional items mask the core business's ability to cover its 11.9% interest costs. *
Thesis Change: This quarter marks the formal death of CL Educate as a "pure-play coaching company.” It is
now a high-moat assessment infrastructure company with a legacy coaching arm that provides top-of-the-funnel
student data. The thesis now depends on (1) Successful deleveraging via land sales and (2) Converting the
captive capacity build-out into large NTA/Banking exam wins.

STOP HERE.
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