
CL Educate Ltd — Oct 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Beat (Strategic Acquisition) One-line: CL Educate has fundamentally shifted its business profile from a

seasonal test-prep player to a year-round education infrastructure provider through the high-margin, EPS-

accretive acquisition of NSEIT DEX at a highly attractive valuation (6.4x EBITDA).

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs

Guidance
Strong Beat

Acquisition terms are significantly better than market expectations

for a high-growth tech asset.
🟢

Earnings Quality
High (Core

driven)

Acquired asset has 17% EBITDA margins and "virtually non-

existent" bad debts with a 50-60 day cycle.
🟢

Guidance Confidence Strong
Pro-forma EBITDA guidance of ₹85 Cr for FY25 (integrated) vs ₹38 Cr

for CL standalone.
🟢

Management

Credibility
Strong

Successfully closed a 12-month negotiation for a "rare" asset from a

prestigious parent (NSE).
🟢

Business Quality

Signal
Improving

Transformation from vertical test-prep to horizontal assessment

services; TAM expands by 9 Cr individuals.
🟢

Key Q&A Exchange
Q# 7: Conflict of

Interest

Mgmt confirmed separate boards and "Chinese walls" to ensure

test-prep arm doesn't compromise DEX's neutrality.
🟢

The Street's Primary

Anxiety
Brand & Conflict

Fear that losing the 'NSE' brand and owning a test-prep arm might

alienate DEX's institutional clients.
🟡

Capital Cycle Stage Investment
Significant capital deployment (₹230 Cr+) into a high-yield tech

horizontal.
🟢

Margin Trajectory Improving
Group EBITDA margins projected to rise from 11.4% to 14% on an

annualized basis post-integration.
🟢

Pricing Power Stable
Proprietary exam engine and 234 managed centers create high

switching costs for quasi-govt clients.
🟢

FCF Conversion &

Quality
Strong

Asset is EPS accretive from Day 1; low CAPEX required as

expansion is largely OPEX-based/leased.
🟢

Competitive Moat

Signals
Widening

Second largest player (20% relative share) with a proprietary

engine; only TCS iON is larger.
🟢

Balance Sheet

Strength
Adequate

Utilizing ₹100 Cr cash + new debt; debt limits recently increased at

AGM to support this.
🟡

Working Capital

Efficiency
Improving

DEX brings a 50-60 day collection cycle, likely improving overall

group cash conversion.
🟢

Mgmt Guidance Track

Record
Reliable

First major strategic move post-AGM "Amrit Kal" vision delivered

within months.
🟢

Key Vulnerability Team Retention
The business moat resides in the 18-year veteran team; their exit

post-acquisition would be material.
🔴

Management Tone Confident/Excited
Satya Narayanan R was "holding back a lot of excitement" regarding

the asset quality and price.
🟢



Key Takeaways (Positives & Negatives):

Positives: * Valuation Arbitrage: Acquired a high-barrier tech asset at 1.2x Revenue and 6.4x EBITDA, which

is significantly lower than typical EdTech or SaaS multiples. * TAM Expansion: Moves CL from a niche test-prep

vertical into a horizontal "Digital Assessment" market growing at 16% CAGR, covering 90 million annual

assessments. * Financial Profile Transformation: The acquisition nearly doubles Group EBITDA (pro-forma)

and is EPS accretive from Day 1, immediately improving ROE/ROCE. * Strategic Moat: Proprietary technology

engine and a massive physical distribution network (700 districts) create a significant barrier to entry for new

competitors.

Negatives: * Brand Transition Risk: The 'NSE' brand is a powerful door-opener for government/quasi-

government contracts. CL has limited usage rights post-acquisition, necessitating a potentially difficult

rebranding. * Conflict of Interest Overhang: As a test-prep company owning an assessment provider, CL faces

skepticism regarding the neutrality of exam conduct; any breach would be fatal to the DEX business. * Stagnant

Revenue Growth (Historical): DEX revenue has been flat for three years, attributed to the divestment process

and lack of CAPEX/aggressive bidding under NSE ownership.

2. BUSINESS PERFORMANCE

2B. KEY METRICS

DATA SOURCE: PPT not available — all numbers sourced from concall transcript.

Metric
Current Qtr (Pro-

forma/DEX)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue (DEX

FY24)
₹200 Cr First entry First entry →

Growth was flat for 3 years due to NSE's

divestment mandate (no new CAPEX/lines).

EBITDA (DEX

FY24)
₹34 Cr First entry First entry → Calculated as 17% of ₹200 Cr revenue.

EBITDA Margin

%
17% First entry First entry ↑

Projected to lift Group margins from 11.4% to

14% on an annualized basis.

PAT / EPS Accretive First entry First entry ↑
EPS accretive from "Day 1" of integration (Dec

1, 2024).

ROCE (%) Improving First entry First entry ↑
Significant "telling" impact expected on ROE/

ROCE post-integration.

Net Debt / (Cash) ₹(100) Cr First entry First entry ↓
Utilizing ₹100 Cr cash; will take on debt for the

remainder of the ₹230 Cr payment.

Digital

Assessment TAM
9 Cr People First entry First entry ↑

Market size ₹4,400 Cr growing at 16% CAGR;

expected to hit ₹9,500 Cr by 2028.

Market Share 20% First entry First entry →
Second largest player behind TCS iON (₹1,200

Cr revenue).

2B. SEGMENT BREAKDOWN (Post-Acquisition Structure)



Segment
Revenue (₹

Cr)

YoY

Growth
Margin Trend

vs Co

Avg
Key Development

EdTech (Test

Prep)
~₹300 Cr* Not stated ~10-12% → Below

Focus on MBA, Law, IPM; seasonal

business.

MarTech

(Kestone)
Not stated Not stated

Not

stated
→ N/A B2B marketing services for tech corporates.

Assessments

(DEX)
₹200 Cr 0% (Hist) 17% ↑ Above

New growth driver; horizontal services

across all education/hiring.

*Estimated based on historical CL Educate data; management mentioned CL standalone EBITDA of ₹38 Cr.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery

Risk

Flag

Guidance
Group

EBITDA

₹85 Cr (Pro-forma

FY25)

High: CL (₹38 Cr) + DEX (~₹34 Cr) = ₹72 Cr.

Needs ₹13 Cr in synergies/organic growth

to hit ₹85 Cr.

First entry Moderate

Strategy Integration
Closing by mid-Nov;

Control by Dec 1.
Legal and paperwork currently underway. First entry Low

Guidance
Acquisition

Cost

₹230 Cr initial; Max ₹305

Cr.

Earn-out of ₹75 Cr tied to FY25

performance targets.
First entry Low

Guidance
Market

Growth

16% CAGR for Digital

Assessments.

Market shift from paper to digital (Public

Exam Act 2024) supports this.
First entry Low

Strategy
Int'l

Expansion

Singapore, Middle

East, NA.

3-5 year calibrated plan; not an immediate

priority.
First entry High

Strategy Neutrality
Independent Board for

DEX.

Essential to mitigate "Conflict of Interest"

with test-prep arm.
First entry Moderate



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 4.0 Unknown
Brand

Strategy
Strategy

Will the

NSE brand

name be

changed?

Management

indicated a

limited grace

period to use

the NSEIT

brand before

a full

transition to

CL branding.

Losing the

"NSE" halo

may impact

institutional

trust, making

team

retention the

primary

bridge for

continuity.

Specific

rebranding

timeline.

4.0
Clear and

quantified

2 4.5 Madhur Competition
Business

Overview

Who is the

leader in

the

assessment

space right

now and

how large

are they?

Management

identified

TCS iON as

the leader

with over

₹1,200 Cr in

revenue,

positioning

DEX as the

clear #2

challenger.

Being the

only

significant

alternative to

TCS provides

CL with a

"scarcity

premium" in

a

consolidated

market.

None 5.0
Specific

data given

3 4.0 Unknown
Growth

History
Financials

Why has

the

business

revenue

been flat for

the last

three

years?

Revenue was

stagnant

because

NSEIT put

the asset "on

the block,"

halting

CAPEX, new

business

lines, and

aggressive

None 4.0
Directional

evidence



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

bidding for 12

months. This

implies

significant

"pent-up"

growth

potential

once CL

resumes

active

investment

and sales.

4 3.5 Unknown Funding
Capex &

Allocation

How are we

looking to

fund this

acquisition?

Funding will

be a mix of

the existing

₹100 Cr cash

on the

balance

sheet and

new debt at

competitive

rates. While

this

increases

leverage, the

EPS-

accretive

nature of the

asset

suggests

debt service

will be

comfortably

covered by

DEX cash

flows.

Exact debt-

to-equity

split.

3.0
Vague but

consistent

5 5.0 Unknown
Conflict of

Interest
Governance

Is there a

conflict of

interest

between

test-prep

(CL) and

conducting

exams

(DEX)?

Management

is creating a

"Chinese

wall" with

separate

leadership

and an

independent

board for

DEX to

ensure

operational

neutrality.

Any

perceived

bias in exam

None 4.0
Strategy-

led



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

conduct

would

destroy the

asset's value,

making this

the single

most

important

governance

monitor.

6 4.0
Himan

Shah

Cost

Structure
Financials

What are

project-

related

expenses

in DEX’s

P&L?

These costs

include

renting

"elastic

centers"

(universities/

schools),

hiring

proctors, and

transporting

hardware for

peak exam

loads. This

model keeps

DEX's fixed

CAPEX low

but creates

variable

margin

pressure

during high-

volume

periods.

None 4.5
Quantified

detail

7 3.5 Unknown
Client

Profile

Business

Overview

How much

percentage

of revenue

is coming

from

PSUs?

Most clients

are central

government

or "quasi-

government"

agencies with

virtually no

bad debts

and 50-60

day payment

cycles. This

high-quality

receivable

profile

mitigates the

historical risk

CL faced with

state-level

Specific

client

names.

3.0
Evasive

on names



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

government

contracts.

8 4.0 Unknown
Contract

Sticky
Strategy

What is the

duration of

an average

contract?

Average

contracts are

3-5 years,

often

involving

proprietary

exam

engines that

make

switching

costs

extremely

high. High

client

retention

over 18 years

suggests a

very "sticky"

recurring

revenue base

rather than

ad-hoc wins.

None 4.5
Verifiable

history

PATTERN FLAGS & SENTIMENT

The analyst community's primary anxiety centers on Strategic Continuity. Multiple questions focused on

whether the "NSEIT" asset would lose its value once detached from the prestigious National Stock Exchange

parentage, particularly regarding brand trust and the potential conflict of interest with Career Launcher's test-

prep business. Management's posture was highly confident, emphasizing that the team and the proprietary

technology engine are the true moats, not just the brand name. They successfully argued that DEX was

"constrained" under NSE and will be "unleashed" under CL.

Analyst Sentiment Verdict: Analysts appeared cautiously optimistic. While the acquisition price was universally

praised as a "steal," there was lingering skepticism about CL’s ability to manage a "quasi-government"

institutional business without the NSE brand. The sentiment shifted toward positive as management detailed the

18-year client retention history and the EPS-accretive nature of the deal. The primary unresolved issue remains

the rebranding strategy and whether institutional clients will renew contracts under the CL banner.

GUIDANCE GAPS REVEALED IN Q&A

Topic
What Mgmt

Claimed (Opening)
What Q&A Revealed Gap / Walk-back Risk to Thesis

Revenue

Growth

"Leading player in

high-growth market"

Revenue has been flat

for 3 years.

Flat growth was a result of

divestment-related "stalling" rather

than market demand.

Low: If CL can re-

energize the sales

team.

Brand

Usage

"NSEIT DEX

acquisition"

Usage of "NSE" brand

is for a "limited time

period."

CL must build a new brand for DEX,

which could see friction in govt RFP

processes.

Moderate: Institutional

trust is brand-linked.



5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.
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