
S Chand & Company Ltd — Aug 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Inline One-line: Structural efficiency gains (lowest-ever Q1 working capital) and a new high-margin AI-

licensing vertical offset a seasonally weak, election-impacted quarter, keeping the long-term NEP-adoption

thesis firmly on track.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Inline

Revenue flat YoY; EBITDA slightly lower due to NCF

content costs.
🟡

Earnings Quality High (Core driven)
OCF strong despite PAT loss; driven by record-low

receivables.
🟢

Guidance Confidence Strong
Upgraded EBITDA margin guidance to 17%-19% (from

16%-18%).
🟢

Management Credibility Strong
Delivered on net-debt free status and working capital

reduction.
🟢

Business Quality Signal Improving
Record gross margins (72%) and structural

improvement in collection cycles.
🟢

Key Q&A Exchange
Q1 + Q6: NCERT

Timeline

Mgmt expects Dec deadline for new curriculum to drive

Q4/FY26 growth.
🟡

The Street's Primary Anxiety
NCERT adoption

delay

Fear of another year of "status quo" curriculum; mgmt

expects 40-50% adoption.
🟡

Capital Cycle Stage
Harvesting /

Investment

Harvesting cash from old books; investing in NCF

content and digital.
🟢

Margin / Return Ratio

Trajectory
Improving

Gross margins expanding; EBITDA margins guided

higher for FY25.
🟢

Pricing Power Stable Normal 6-8% annual price hike accepted by market. 🟢

FCF Conversion & Quality Strong
CFO significantly exceeds PAT due to strong trade

receivable liquidation.
🟢

Competitive Moat Signals Widening
Larger players benefit from content quality/trust during

curriculum transitions.
🟢

Balance Sheet Strength Strong Net Cash of ₹88.2 Cr; Gross Debt reduced 47% YoY. 🟢

Working Capital Efficiency Improving
Q1 Receivable days < 100 for the first time in company

history.
🟢

Mgmt Guidance Track

Record
Reliable

Consistent delivery on balance sheet deleveraging

goals.
🟢

Key Vulnerability / Red Flag Implementation Delay
Thesis heavily dependent on NCERT releasing books by

Dec 2024.
🔴

Management Tone Confident & Prudent
Focused on efficiency and high-margin digital

opportunities.
🟢

Sentiment: 🟢 Positive



Key Takeaways: * Positives: Structural reduction in Working Capital (132 days vs 143 YoY) has fundamentally

de-risked the balance sheet. Gross margins hit a record 72%, aided by softer paper costs and a new high-

margin (75-80%) content licensing vertical for GenAI models. The company is now Net Debt free for three out of

four quarters. * Negatives: Q1 topline was stagnant due to elections and severe heatwaves reducing school

operational days. Content development for the New Curriculum Framework (NCF) front-loaded expenses,

leading to a minor PAT loss. * Street Concern: The timing of NCERT book releases remains the "swing factor."

Management’s response suggests that even if delays occur, the "hybrid" adoption of old/new syllabus ensures a

baseline of double-digit growth. * Watchpoint: Execution of the GenAI licensing vertical—if this scales beyond

the initial 3,000 titles, it represents a high-margin recurring revenue stream with no incremental COGS.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures used as primary source. Concall used for Mgmt Commentary and granular

inventory/paper data.

Metric
Current

Qtr

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue ₹110.7 Cr ↓ 0.36% ↓ 73.1% →

Stagnant due to Elections and North India heatwave; volume

vs pricing mix not explicitly split but 6-8% price hike

implemented.

Gross

Margin (%)
72% ↑ 300 bps

↑ 1600

bps
↑

Highest ever in history; driven by lower paper costs and high-

margin AI licensing.

EBITDA ₹8.4 Cr ↓ 38.2% ↓ 91.5% ↓
Lower YoY due to ₹30.0 Cr+ content development costs and

implementation expenses for NCF.

EBITDA

Margin %
7.6% ↓ 460 bps

↓ 1640

bps
↓

Seasonally low quarter; guided to recover to 17-19% for full

year.

PAT (₹3.0 Cr) ↓ 372% ↓ 103% ↓
Net loss of ₹3.0 Cr (converted from ₹30m) vs ₹1.1 Cr profit

YoY.

ROCE (%)
Not in

doc
First entry First entry — Not provided for Q1; focus on net cash position.

Cash Flow

(OCF)
₹35.3 Cr ↓ 48.9% ↓ 59.4% ↓

Lower YoY due to ₹30.0 Cr+ additional payments to paper

vendors for built-up inventory.

Net Debt /

(Cash)

(₹88.2

Cr)
↑ 61.5% ↑ 47.0% ↑ Improved net cash position from ₹54.6 Cr YoY.

Interest

Coverage
4.67x ↓ 32% ↓ 81% ↓ EBITDA of ₹8.4 Cr vs Interest of ₹1.8 Cr (derived from P&L).

Working

Capital
132 Days ↑ 11 Days ↑ 80 Days ↑

Improving efficiency; Receivable days (92) and NWC days are

historical lows for Q1.

2B. SEGMENT BREAKDOWN



Segment
Revenue (₹

Cr)

YoY

Growth
Margin Trend

vs Company

Avg
Key Development

K-12 ~₹96.3 Cr → Stable
Mid-

teen
→ At Average

85-90% of revenue; waiting for Dec NCERT

release for expansion.

Higher Ed ~₹14.4 Cr → Stable Higher ↑
Above

Average

10-15% of revenue; content licensing for

GenAI LLMs currently focused here.

Chhaya

(WB)

~₹115-120

Cr
(Annual) Stable → N/A

West Bengal subsidiary; partial NEP adoption

observed in the state.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management

Target / Claim

Required Run-Rate /

Mathematical Feasibility

Historical

Delivery
Risk Flag

Guidance Revenue
Double-digit

growth (FY25)

Needs ~₹561 Cr in Q2-Q4;

aligns with seasonality (Q4

usually 70-80% of rev).

Achieved FY24

targets.

Moderate - if

NCERT delayed

past Jan.

Guidance Margins
17% - 19%

EBITDA Margin

Requires 21%+ margin in Q4

peak season; feasible given

72% gross margins.

Upgraded from

16-18% last year.

Low - paper costs

are soft.

Strategy
Content

Licensing

High-margin

GenAI vertical

Currently 3,000 titles; 17,000

titles untapped. 75-80% gross

margins.

New initiative.

Low - no

incremental

COGS.

Strategy
Capital

Allocation

Buyback after

₹100 Cr Cash

Currently at ₹88.2 Cr; likely

candidate for FY26 given

current run-rate.

Deleveraging

completed.

Moderate - tax

changes on

buyback.

Macro
Paper

Inventory

Reduce

procurement by

25-30%

High inventory (₹158 Cr) allows

lower cash outflow for RM in

FY25.

Managed paper

spike in FY23 well.
Low.



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 5.0

Deepan

S. /

Trustline

NCERT

Timelines

Business

Overview

"How do we

see the

progress of

NCERT

releasing

curriculum...

and how

many

classes do

we expect

this year?"

Management

expects most

books by end

of December

to ensure full

curriculum

adoption for

the next

academic

year. This

puts the major

revenue jump

in Q4FY25

and FY26 as

schools shift

to new syllabi.

Specific

classes

(other than

4-5) not

confirmed.

3.5

Directional

with

evidence

2 4.5

Niteen

D. /

Aurum

EBITDA

Guidance
Financials

"What is the

basis to

increase the

EBITDA

guidance?"

Higher

guidance is

driven by

softer paper

prices

(inventory

arbitrage) and

high-margin

(75-80%)

GenAI content

licensing

agreements.

This implies a

structural shift

toward more

profitable

digital/IP-led

revenue.

None 4.5
Clear and

quantified

3 4.0

Niteen

D. /

Aurum

GenAI

Licensing
Strategy

"Is it a one-

time or

recurring

revenue...

what is the

revenue

impact?"

Initial deals

include

perpetual and

two-year

recurring

licenses for

3,000 titles,

with 17,000

more

available. This

represents a

zero-marginal-

cost revenue

stream that

improves the

overall margin

profile.

Specific

revenue

quantum

due to

NDA.

4.0

Directional

with

evidence



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

4 3.5
Riya M. /

Aequitas

Inventory &

Pricing
Financials

"Price hike...

for new

syllabus

books

specifically?"

Average price

increase is

6-8% across

the board;

new syllabus

books are

priced based

on page

count, not a

premium

percentage.

This suggests

growth will be

volume-led

during the

curriculum

shift rather

than just

price-led.

None 4.0

Specific

and

verified

5 3.0

Neha /

DCB

Bank

Digital

Strategy

Business

Overview

"What new

can we

expect from

S Chand on

the digital

front?"

Future digital

strategy

focuses on

"Blended

Learning"

where digital

content is

bundled with

physical

books (QR

codes/

assessments).

This

reinforces the

core physical

book business

rather than

cannibalizing

it.

None 3.5
Vague but

consistent

6 3.5
Manan

P. / Indiv.

Capital

Allocation

Capex &

Allocation

"Buybacks

would not be

practical

after

September

30... what

are your

thoughts?"

Management

is waiting to

cross the

₹100 Cr cash

milestone

(currently ₹88

Cr) and may

consider

buybacks next

year,

potentially

liquidating

real estate to

fund it. This

Specific

timing for

real estate

sale.

2.5

Deflected

— key

signal



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

signals that

immediate

capital return

is secondary

to maintaining

a cash buffer.

7 3.0
Jayesh

S. / Cask

Competitive

Moat

Business

Overview

"Are smaller

players able

to adapt... is

competitive

intensity

increasing?"

Management

believes

larger players

have an

advantage in

Q1/Q2 of a

new syllabus

release

because

schools trust

verified,

quality

content from

established

authors. This

implies S

Chand may

gain market

share during

the initial 2-3

years of NCF.

None 4.0

Directional

with

evidence

PATTERN FLAGS & SENTIMENT * Theme Cluster 1: NCERT Uncertainty. Multiple analysts (Deepan, Manas,

Jayesh) pressed on the exact timing of book releases. Management's posture was cautiously optimistic, setting

a "December deadline" for themselves. The concern remains live, as any delay past January 2025 would likely

push the FY25 growth guidance into FY26. * Theme Cluster 2: Working Capital & Cash. Analysts noted the

strong collection cycle. Management appeared very confident here, highlighting the structural shift to a "lazer-

sharp focus" on cash flows. This appears to be a resolved concern, transitioning into a core strength. * Theme

Cluster 3: AI/Digital Monetization. There is significant curiosity (Niteen, Neha, Devarsh) about how the

company will monetize its massive IP library. Management's revelation of a high-margin licensing vertical for

LLMs provided a surprise upside to the thesis.

Analyst Sentiment Verdict: Analysts were generally impressed by the balance sheet hygiene and the record

gross margins but remain skeptical of the NCERT-led growth timeline which is outside of management's control.

The most friction arose regarding capital allocation (buybacks), where management's "wait and see" approach

on cash levels slightly cooled investor expectations for immediate returns. Overall credibility has improved due to

debt reduction and margin expansion.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening) | What Q&A Revealed | Gap /

Walk-back | Risk to Thesis | |-------|-----------------------------|-------------------|-----------------|----------------| | Buyback |

Potential capital allocation focus | Waiting for ₹100 Cr cash milestone | Delayed timeline; tax changes make it

less immediate. | Minor - impacts near-term stock support. | | NCF Adoption | Double-digit growth in FY25 |

Heavily dependent on Dec NCERT release | Guidance relies on Q4 execution; low margin for error on Govt

timelines. | High - timing risk for FY25 targets. |



5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare. (This is the baseline quarter for the tracking document).

What Changed Prior Quarter This Quarter Direction

Working Capital First entry 92 days Receivables (Lowest ever) ↑ Improving

Gross Margin First entry 72% (Highest ever) ↑ Improving

Revenue Mix First entry Entry into GenAI content licensing ↑ Improving

Net Cash ₹60.0 Cr (Mar-24) ₹88.2 Cr (Jun-24) ↑ Improving

EBITDA Guidance 16-18% 17-19% ↑ Improving

Inventory Strategy Aggressive build-up 25-30% reduction in procurement ↑ Improving

Earnings Quality Check: OCF (₹35.3 Cr) vs PAT (-₹3.0 Cr). The strong divergence is driven by the seasonal

nature of the business where Q1 sees peak collections from the prior year's Q4 sales (Trade Receivables

reduced by ₹6.9 Cr YoY even on flat sales).

Thesis Change: No. The long-term thesis of "NEP/NCF-led volume growth" remains intact, but is now

supported by a stronger, debt-free balance sheet and an unexpected margin kicker from AI-licensing. STOP

HERE.

• 

• 
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