S Chand & Company Ltd — Aug 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Inline One-line: S. Chand continues its structural transformation from a debt-laden publisher to a cash-

rich content licensor, with a temporary Q1 revenue "miss" being entirely timing-related (Al licensing shift) while
balance sheet metrics hit historic highs.



Dimension This Quarter Signal / Evidence
Beat/Miss vs . .
. . . Revenue ((102.6 Cr) reflects an optical YoY decline due to a [8.5 Cr
Guidance / Prior Inline . . . . .
Al licensing shift to Q2, but margins remain on track.
Quarter
. ) . Despite a seasonal PAT loss, operating cash flows improved on the
Earnings Quality High . . .
back of the lowest Q1 receivable days (89 days) in company history.
. ) Management upgraded FY26 EBITDA margin guidance to 18-20%
Guidance Confidence Strong o
(from 17-19%) and maintained [BOO Cr+ revenue target.
Historically low working capital (119 days) validates the 5-year
Management Credibility ~ Strong y . g capital ( . y ) . .y
turnaround narrative; clear communication on Al deal timing.
. L . Pivot to "asset-light" revenue (Al Licensing) and Net Cash position of
Business Quality Signal  Improving . . .
[116.1 Cr provides a massive margin of safety.
Q9 Mgmt admitted that despite NEP, digital usage in schools isn't scaling
Key Q&A Exchange - . . . .
(Competition) as expected, proving the "physical book" remains the primary moat.
. Fear that "piecemeal" government syllabus rollouts limit the volume
The Street's Primary . .
NCERT Timing  "big bang"; mgmt noted Classes 4, 5, 7, 8 are now the FY26

Anxiety

Capital Cycle Stage

Margin / Return Ratio

Harvesting /
M&A

catalysts.

Harvesting cash from core; earmarking [50-60 Cr for bolt-on
acquisitions in Test Prep and Regional segments.

Upgraded margin guidance suggests structural cost efficiencies and

. Improving ) . .
Trajectory a higher-margin product mix (AI/CUET).
. 4-5% price hikes + 6-7% volume growth expected; brand strength

Pricing Power Stable o .

allows for better realization despite piracy.
FCF Conversion & Stron Net cash increased by [12.5 Cr during the quarter despite Q1 being
Quality g a traditionally cash-consumptive period.
Competitive Moat Stable Unorganized competition remains high, but S. Chand’s distribution
Signals scale and brand recall in CBSE schools are defensive anchors.

Net Cash [116.1 Cr; fully funded for internal capex ((#0 Cr) and
Balance Sheet Strength  Strong . ]

inorganic growth.
Working Capital Imorovin Inventory days dropped by 43 days YoY; net working capital days at
Efficiency P g all-time Q1 low.
Mgmt Guidance Track Reliable Consistent delivery on "Quality of Sales" and cash flow over vanity

i
Record revenue targets.
Key Vulnerability / Red Policy La Entire volume upside is tethered to the government's unpredictable
Flag vy NCERT release schedule.
L Professional and confident; focused on "back-end efficiency"

Management Tone Disciplined

(Integrated Press) and "non-exclusive" content monetization.

Sentiment: JPositive

Key Takeaways (Positives & Negatives): * Positives: The business has achieved a structural breakthrough in
liquidity, ending the quarter with (1116.1 Cr net cash (after paying [14.1 Cr dividend). Working capital efficiency is
no longer a goal but a demonstrated core competency, with NWC days dropping to 119. The high-margin Al
licensing business is expanding from 2 to 7 prospective clients, de-risking the traditional book cycle. *
Negatives: Revenue growth is currently "piecemeal” due to the staggered NCERT rollout; the expected "Big
Bang" from NEP 2020 has been diluted into a multi-year gradual transition. Digital product adoption in schools
remains sluggish, forcing the company to remain reliant on physical book volumes. * Forward Watchpoint: The



execution of the [50-60 Cr M&A pipeline and the actual timing of the Class 4, 5, 7, and 8 syllabus release by
NCERT before December 2025 to capture the peak sales season.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures are primary. Concall used for commentary and reconciliation. (Converted Millions
to Crores).

Current

Metric Mgmt Commentary
Q1FY26
Revenue 1 Decline due to 8.5 Cr Al licensing shift to Q2.
[102.6 Cr 1 7.7% !
(Consol) (Seasonal) Base revenue steady.
Gross Margin Impacted by lower Al licensing (high margin) in Q1
e NotStated  NJ/A N/A . . v g (high margin) in Q
(%) mix; expected to recover.
| (Loss 1 Gap of [8.5 Cr in Al revenue flowed directly to
EBITDA (M™.1Cr) ) !
widens) (Seasonal) EBITDA loss.
EBITDA Margin ! Management upgraded FY26 full-year guidance to
9 g.000) | (Neg) | : - JERE
% (Seasonal) 18%-20%.
| (Loss ! Reflects seasonal nature; Semester 2/Higher Ed
PAT (4.1 Cr) ) ! i
widens) (Seasonal) focus in Q1.
ROCE (%) Not Stated N/A N/A - Seasonally irrelevant in Q1.
Cash Flow . OCF increased YoY despite revenue decline due to
Positive 1 YoY 1 QoQ 1 . .
(OCF) higher collections.
vs [76.6 Cr (est) YoY. Robust cash build-up despite
Net Cash [116.1 Cr 1 51.6% 112.1% 1 .
dividend payout.
! Reduction in raw paper inventory ([27.9 Cr vs
Inventory Days 218 1 43 Days 1
(Seasonal) [48.5 Cr last year).
Receivable ! Historic low for Q1; credit discipline remains top
89 | 3 Days 1 .
Days (Seasonal) priority.
Net Working ! . .
. 119 Days 1 13 Days 1 Lowest Q1 NWC days in company history.
Capital (Seasonal)

2B. SEGMENT BREAKDOWN

Revenue (O

Segment cn Key Development

Peak season is Q4; currently in prep for

K-12 School Not Disclosed  Steady Standard - Avg
NCF rollout.
Higher Ed Not Disclosed  Steady Standard = Avg Focus on Test Prep and Semester 2 sales.
Very . [8.5 Cr shift to Q2; pipeline expanded to 7
Al Datasets [B.0Cr 1 73.9% . ! High .
High companies.
Investee: . . Secondary transaction valued stake at [23
N/A 1 45% Positive 1 High

Smartivity Cr.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management
Target / Claim

Required Run-Rate

Historical Delivery

Guidance

Guidance

Strategy

Strategy

Macro

Capex

Strategy

Revenue

Margins

M&A

Al Licensing

Paper Prices

Integrated
Plant

Net Debt

FY26 >[B00 Cr

FY26 EBITDA
18-20%

[50-60 Cr payout for
3 entities

Recuperate Q1 gap
in Q2
Prices to remain

"soft"

[B5-40 Cr over 2
years

Maintain Net Debt
Free status

Needs [697 Cr in 9M; feasible
given NCF Classes 4,5,7,8.

Requires structural discipline in Q4
peak.

Discussions active for Test Prep/
Regional.

Transactional timing; non-
seasonal.

5-7% decline noted; no immediate
hikes.

15-20% efficiency gain targeted.

Currently at (116 Cr net cash.

Missed FY25 (8.6%
vs 10%).

Delivered 18.8% in
FY25.

New deployment
phase.

Strong FY25 growth.

Accurate trend
spotting.

On schedule
(functional whse).

Consistently
delivered.

Low

Low

Moderate

Low

Low

Low

Low



4. ANALYST Q&A



Theme
Firm Cluster

Analyst /

Q# Relevance

Amit
4.0 Agicha / Capex
HG Hawa
Aryaman /
NCERT
4.5 Prudent o
Timeline
IM
Amit
. wcC
4.0 Agicha / o
Sustainability
HG Hawa

Category

Capex and
Allocation

Management
Commentary

Financials

Underlying
Concern

What is the
total CapEx
outlay for
FY 2026
and 2027?

Can you
give some
light on the
NCERT
updates
and the
timeline for
other
classes?

Can
working
capital
metrics be
improved
further or
sustained?

Management
Response &
Investment
Implication

Management
guided for
[B5-40 Cr
over 2 years,
primarily for
the
integrated
printing press
as the
warehouse is
on lease.
This
investment
targets long-
term margin
protection
through a
15-20%
increase in
production
efficiency.

Syllabus for
Classes 4, 5,
7,and 8 is
expected this
year, with full
adoption by
FY27. This
staggered
rollout means
the volume
surge is
spread
across three
years rather
than one,
creating a
longer but
flatter growth
tail.

Management
believes
there is still
scope to
reduce
inventory
levels further,
despite
hitting
historic lows.
Sustainable
lower NWC

Evaded /
\\[o] ¢
Addressed

Credibility

None 5.0
Specific
release 85
months
None 4.5

Verdict

Quantified
and clear

Policy
dependent

Confident
stance



Q# Relevance

Analyst /

Firm

Niteen /
Aurum
Capital

Viraj /
SiMPL

Theme
Cluster

M&A
Strategy

NEP/
Competition

Category

Capex and
Allocation

Business
Overview

Underlying
Concern

What is the
strategy for
the
acquisitions
and the
expected
size?

Why isn't
the digital
component
a key value
driver
under NEP
as
previously
expected?

Management
Response &
Investment
Implication

Evaded /
\[o} 4 Credibility
Addressed

allows for
higher
dividend
payouts and
M&A without
taking on
debt.

Management
is targeting
three
companies
(Test Prep,
International
Board,
Regional)
with a
combined
revenue of
<[50 Cr and
Target
a payout of 4.0
[50-60 Cr. names
Using
internal
accruals for
bolt-ons
reduces
integration
risk
compared to
historical
large-scale
M&A.

Management
admitted
digital usage
in schools is
not at
expected
levels despite
products
being
available.
This
indicates that
physical
books remain
the core
value driver,
reducing the
threat of
sudden

None 4.0

Verdict

Specific
bracket

Candid
admission



Analyst /

Q# Relevance .
Firm

Jayesh
Shroff /
Cask

Capital

12 40

Niteen /
Aurum
Capital

13 35

Theme
Cluster

Al Business

Al Recurring
Rev

PATTERN FLAGS & SENTIMENT

Category

Management
Commentary

Financials

Underlying
Concern

How long
will the Al
revenue
stream last
and how
does the
billing
work?

Is there any
recurring
revenue for
the same
Al content
supplied?

Management
Response &
Investment
Implication
digital
disruption.

The
opportunity is
seen lasting
at least 2-3
years with a
pipeline of 7
companies
and a shift
toward
"perpetual"”
licensing.
This provides
high-margin
(75%+)
recurring
revenue that
is decoupled
from the
school
academic
cycle.

Most deals
are currently
perpetual,
but content is
repurposed
(text to Q&A/
Images) for
separate
billings. This
suggests the
same content
repository
can be
monetized
multiple
times with
minimal
incremental
cost.

Evaded /
\\[o] ¢
Addressed

Credibility Verdict

Long-term 35 Strategic
size ' shift
High drop-
None 4.0 g P
through

* The NCERT Dependency: Analysts remain hyper-focused on the government's timeline. Management’s
posture is one of "preparedness but powerlessness"—they have books ready but cannot force the rollout.
This remains a live, unpredictable variable for Q4 volume performance.

» The Capital Allocation Pivot: Questions have shifted from "How will you pay debt?" to "How will you spend
the cash?" Management’s focus on [50 Cr bolt-ons suggests they have learned from the expensive
acquisitions of the past and are prioritizing strategic fit over sheer scale.



Al Dataset Skepticism to Acceptance: Analysts are now probing the mechanics of the Al business (billing,
recurring nature, sourcing). Management's disclosure that 50% of content is sourced externally suggests they
are positioning as a "Content Aggregator” for LLMs, not just a publisher.

Analyst Sentiment Verdict: Analysts appear convinced by the balance sheet strength and operational discipline
but remain cautious about the growth ceiling imposed by the slow NEP rollout. Credibility is at a multi-year high
due to the record-low working capital. The friction point remains the slow adoption of digital tools in schools,
which was once touted as a major NEP tailwind but is now acknowledged as a "slow burner."

GUIDANCE GAPS REVEALED IN Q&A

. What Mgmt Claimed . .
Topic . What Q&A Revealed Gap | Walk-back Risk to Thesis
(Prior Context)

Low - Protects

Digital NEP would drive high  Digital usage in schools is Demand-side adoption is slower hvsical book
Adoption digital tool usage. "not to that level." than anticipated. ;gat
. . . . . Revenue is lumpy, making
Al Licensing High-growth, non- Subject to transactional ) Low - Annual trend
. e quarterly YoY comparisons o
Timing seasonal. shifts" between quarters. difficult remains intact.
ifficult.

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (FY25) This Quarter (Q1FY26) Direction

EBITDA Guidance 17% - 19% 18% - 20% 1 Improving
Net Cash Position [103.6 Cr (116.1 Cr 1 Improving
Al Pipeline 2 Companies 7 Companies 1 Improving
NWC Days (Q1) 132 Days 119 Days 1 Improving
Inventory Days (Q1) 261 Days 218 Days 1 Improving
M&A Clarity "Evaluating" 3 targets identified; [50-60 Cr budget 1 Improving
Management Tone Recovery-focused Efficiency & Allocation focused 1 Improving

Investor Notes on Trajectory: The Q1 loss is a seasonal distraction; the real story is the [116 Cr cash pile and
the 100bps upgrade in margin guidance. S. Chand is successfully transitioning into a "Capital Allocator" phase.
The thesis is no longer about survival, but about how effectively they can deploy cash into Test Prep (CUET) and
Al licensing to offset the cyclicality of the K-12 business. The stock remains a proxy for the NEP transition, but
with a significantly higher floor due to the cash-rich balance sheet.

STOP HERE.
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