
S Chand & Company Ltd — May 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline (Top-line slightly missed double-digit guidance; Margins beat) One-line: S Chand has successfully

transitioned from a "recovery/turnaround" story to a "cash-generative content engine," where best-in-class

working capital and high-margin AI licensing now provide the floor for valuation.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Mixed

Revenue growth of 8.6% missed the "double-digit" guidance, but

EBITDA margins (18.8%) hit the top end of the 17-19% band.
🟡

Earnings Quality High
CFO of ₹99.9 Cr significantly exceeds PAT of ₹60.2 Cr (CFO/PAT

ratio of 1.66); driven by efficient collections.
🟢

Guidance Confidence Neutral
Mgmt raised FY26 EBITDA guidance to 18-20% but remains

conservative on revenue (>11%) due to NCF rollout delays.
🟡

Management Credibility Strong
Delivered on the promise of 5-year low working capital (151 days)

and net debt-free status.
🟢

Business Quality Signal Improving
Pivot toward content licensing for AI (₹20 Cr rev) creates a non-

linear, high-margin revenue stream.
🟢

Key Q&A Exchange Q2 (Rev Miss)
Mgmt admitted to "saying no" to bad-credit sales, sacrificing growth

for balance sheet hygiene.
🟢

The Street's Primary

Anxiety
Growth Ceiling

Fear that slow NCF rollout limits volume growth; mgmt countered

with a higher syllabus adoption in FY26 (4 classes).
🟡

Capital Cycle Stage
Harvesting /

Growth

Harvesting cash from core books; investing in M&A (₹50 Cr cap)

and CUET digital prep.
🟢

Margin / Return Ratio

Trajectory
Improving

EBITDA margins have expanded from 13% to 19% over 5 years;

trajectory remains positive for 20%.
🟢

Pricing Power Stable
5% volume growth + ~4% realization/mix improvement; pricing

power remains intact.
🟢

FCF Conversion &

Quality
Strong Consistent ₹100 Cr+ OCF; dividends raised from ₹3 to ₹4. 🟢

Competitive Moat

Signals
Stable

Market share maintained despite piracy headwinds (estimated loss

of ₹20-25 Cr).
🟡

Balance Sheet Strength Strong Net Cash position of ₹103.6 Cr; highest in recent history. 🟢

Working Capital

Efficiency
Improving Receivable days at historical Q4 low (140 days). 🟢

Mgmt Guidance Track

Record
Reliable

Consistent delivery on margin and WC targets; slight caution on

top-line.
🟢

Key Vulnerability / Red

Flag
Piracy

Loss of 3-4% of revenue to piracy and e-commerce leakage is a

material drag on EBITDA.
🔴

Management Tone
Confident/

Disciplined
Bullish on the "quality of sales" over vanity top-line growth. 🟢

Sentiment: 🟢 Positive



Key Takeaways (Positives & Negatives): * Positives: The business has achieved a structural breakthrough in

liquidity, ending the year with ₹103.6 Cr net cash. This allows for a double-edged strategy: higher shareholder

payouts (₹4 dividend) and aggressive inorganic search (₹50 Cr target). The high-margin AI licensing stream

(75% margin) is now a proven, recurring pillar (up from ₹1.6 Cr to ₹20 Cr YoY), effectively de-risking the

seasonal nature of the book business. * Negatives: Revenue growth (9%) fell short of the double-digit promise,

largely because the New Curriculum Framework (NCF) implementation is occurring in phases rather than a "big

bang," stretching the growth tail out to FY27. Piracy remains a stubborn ₹25 Cr headwind that management is

only now beginning to tackle with formal legal raids. * Forward Watchpoint: Execution of the ₹50 Cr acquisition

target. As S Chand moves from organic stability to inorganic expansion, the valuation of the target and its

integration into the existing K-12 distribution network will determine if ROE can break into the mid-to-high teens.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT figures primary. Concall used for commentary and reconciliation.

(Note: Converted Millions to Crores).

Metric
Current

FY25

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue

(Consol)
₹719.7 Cr ↑ 8.6%

↑

(Seasonal)
↑

Growth driven by 5% volume and product mix. Missed

"double-digit" target due to disciplined credit filters.

Gross Margin

(%)
68% ↑ 200 bps ↓ 200 bps ↑

(vs 66% in FY24) Aided by high-margin AI licensing and

stable paper prices.

EBITDA ₹135.0 Cr ↑ 23%
↑

(Seasonal)
↑

Highest EBITDA in 5 years. Operating efficiency

improving faster than sales.

EBITDA

Margin %
18.8% ↑ 220 bps

↑

(Seasonal)
↑

Upgraded FY26 band to 18%-20% on confidence in mix

improvement.

PAT ₹60.2 Cr ↑ 18%
↑

(Seasonal)
↑

Impacted by high tax rate (35%); core earnings are

stronger.

ROCE (%) Not in Doc N/A N/A → Goodwill (₹260 Cr) continues to suppress optical ROE.

Cash Flow

(OCF)
₹99.9 Cr ↓ 8%

↑

(Seasonal)
→

High quality; slightly lower YoY due to clearing ₹33.3 Cr in

trade payables to paper vendors.

Net Cash /

(Debt)
₹103.6 Cr ↑ 73%

↑

(Seasonal)
↑ (vs ₹60 Cr YoY) Net debt free; ample headroom for M&A.

Inventory Days 223 ↓ 61 Days
↓

(Seasonal)
↑

Reduction driven by conscious lowering of raw material

(paper) inventory to ₹27 Cr.

Receivable

Days
140 ↓ 3 Days

↑

(Seasonal)
↑ Lowest Q4 receivable days in company history.

Net Working

Capital
151 Days ↓ 6 Days

↑

(Seasonal)
↑ Significant improvement from 157 days in FY24.

2B. SEGMENT BREAKDOWN



Segment
Revenue

(₹ Cr)

YoY

Growth
Margin Trend

vs

Company

Avg

Key Development

K-12 School ~₹611 Cr ~10-11% Standard → Average
4 classes (4, 5, 7, 8) announced for FY26

syllabus change; will drive volume.

Higher Ed ~₹72 Cr ↓ 5-10% Pressure ↓ Below Avg

Degrew ₹60-70 Cr from 2018 peaks; piracy

and student purchase habits are structural

drags.

Digital/AI

Licensing
₹20.0 Cr ↑ 1,150% 75% ↑ High

Grew from ₹1.6 Cr. Recurring stream with

high drop-through to EBITDA.

Investee:

Smartivity
N/A ↑ 45% Positive ↑ High

Now EBITDA and PAT positive; secondary

transaction valued it at ₹150 Cr.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management

Target / Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery

Risk

Flag

Guidance Revenue
FY26 >₹800 Cr

(11% growth)

Requires ₹80 Cr incremental; 4 new

syllabus classes make this floor target.

Missed FY25

(8.6% vs 10%).
Low

Guidance Margins
FY26 EBITDA 18%

- 20%

Already at 18.8%; implies margin

stability/slight expansion despite paper

volatility.

Beat FY25

guidance (18.8%).
Low

Guidance
NCF

Timing

Full rollout over

next 2 years

Dependent on NCERT circulars; govt

delay is the only variable.

Mixed (Delayed

previously).
Moderate

Strategy M&A
₹50 Cr spend for

K-12 gaps

Management confirmed discussions are

active for 2-3 targets.

New strategy

(Harvesting).
Moderate

Strategy
AI

Licensing

₹25 - ₹30 Cr for

FY26

Achieved ₹20 Cr in FY25; visibility on

renewals/new deals suggests 25%

growth.

Strong (Beat

FY24).
Low

Balance Debt
Remain Net Debt

Free

Current cash of ₹103 Cr provides

massive buffer for Q1/Q2 cash burn.
Delivered. Low



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 4.5

Hitesh /

CaGR

Quest

Growth

Miss

Management

Outlook

Why did you

miss the

10%+

revenue

guidance in

FY25?

Management

explained

they chose to

reject

business

from channel

partners who

hadn't

cleared dues.

Implies a

prioritization

of cash flow

quality over

accounting

revenue

which de-

risks the

balance

sheet.

None 5.0
Credible

Discipline

1a 4.0

Hitesh /

CaGR

Quest

FY26

Growth

Management

Outlook

Is the 11%

FY26

guidance too

conservative

given 4

classes are

changing?

Management

confirmed

they are

intentionally

being

conservative

to maintain

the "quality of

sales." This

suggests

potential

upside if

syllabus

adoption is

faster than

the 5-7%

volume

growth

baseline.

None 4.0
Prudent

Guidance

2 4.5

Hitesh /

CaGR

Quest

AI

Licensing
Financials

What can be

expected

from the AI

content

licensing in

FY26?

Management

is targeting

₹25-30 Cr for

FY26, up

from ₹20 Cr

in FY25. This

high-margin

revenue

(75% margin)

is a

significant

valuation re-

rating trigger

as it is less

None 4.5
Strategic

Pivot



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

seasonal

than books.

3 3.5
Harshit /

RoboCapital
Goodwill Financials

Will you

write off the

₹332 Cr

goodwill to

improve

ROEs?

Management

stated they

cannot write

it off without

hit to P&L

and it reflects

subsidiary

brand value.

ROE will

remain

optically

suppressed

by historical

M&A math

until core

profits scale.

None 3.0
Accounting

Stance

4 4.0

Niteen /

Aurum

Capital

Growth

Mix

Business

Overview

What is the

volume vs

value mix in

FY26

guidance?

Management

expects 5-7%

volume

growth and

the

remainder

from pricing/

product mix.

This confirms

organic

growth is

accelerating

due to the

NCF syllabus

shift.

None 4.0
Clear

Breakdown

5 3.5

Niteen /

Aurum

Capital

Paper

Prices
Financials

Are you

seeing

paper price

hikes like

competitors?

Management

claimed

prices are

stable or

slightly lower

and they

have minimal

inventory

holding risk.

This provides

margin

visibility for

the first half

of FY26.

None 4.0
Margin

Safety

6 4.5

Niteen /

Aurum

Capital

Piracy
Business

Overview

How much

revenue is

lost to

piracy?

Management

estimated a

loss of

₹20-25 Cr

E-

commerce

platform

names.

4.0
Hidden

Value



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

and is

engaging a

firm to

conduct legal

raids.

Successful

mitigation

could add

2-3% to the

EBITDA

margin

directly.

7 4.0
Dixit /

Whitestone

AI

Economics
Financials

What are the

costs

associated

with AI

content

licensing?

Conversion

and royalty

costs are

20-25%,

leaving a

75% gross

margin. This

high drop-

through

confirms

licensing is a

highly

accretive

segment.

Specific

Deal Terms

(NDA).

4.0
Highly

Accretive

8 3.5
Riya /

Aequitas

Sales

Returns
Financials

Will

curriculum

changes

spike sales

returns?

Management

has strict

policies and

has reduced

returns to

~14% of

sales.

Disciplined

dealer

management

should

prevent the

return-spikes

seen in

previous

cycles.

None 4.0
Risk

Controlled

9 4.0
Riya /

Aequitas
Tax Rate Financials

Why is the

tax rate so

high at

35%?

High rate is

due to

unrecognized

deferred tax

in loss-

making

subsidiaries.

Management

plans to

Specific

timeline of

merger.

3.0
Structural

Overhang



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

collapse

these entities

over 18-24

months to

normalize the

rate to ~27%.

10 3.5
Riya /

Aequitas
M&A Size

Capex and

Allocation

What is the

bracket size

for

acquisitions?

Management

is looking for

K-12

traditional

businesses

at a ₹50 Cr

max value.

This

suggests

bolt-on

acquisitions

that won't

strain the

current cash

surplus.

Target

names.
4.0

Bolt-on

Strategy

11 4.0
Srinath /

Ind. Investor

Pre-Covid

Levels

Management

Outlook

Why aren't

you back to

2018

revenue

levels of

₹794 Cr?

Management

noted Higher

Education

degrew by

₹70 Cr, but

School

education is

15% above

2018 levels

with vastly

better cash

flows. Shift

from

"Revenue for

vanity" to

"Cash flow

for sanity" is

clear.

None 5.0
High

Credibility

12 3.0
Srinath /

Ind. Investor

Employee

Costs
Financials

Why are

employee

costs rising

and hitting

margins?

Costs rose

due to NCF

content

development

which

requires

specialized

on-payroll

staff. These

costs should

stabilize once

the new

None 3.0
Content

Capex



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

content

repository is

complete in

FY27.

13 4.0
Srinath /

Ind. Investor

NCERT

Timing

Management

Outlook

When will

the actual

new books

be

launched?

Management

admitted they

are at the

mercy of

NCERT

timing. The

uncertainty

remains a

short-term

volume risk,

though

current

guidance

incorporates

conservative

timing.

Actual

Dates.
2.0

Policy

Dependency

PATTERN FLAGS & SENTIMENT * The Discipline Trade-off: Analysts repeatedly questioned the revenue

growth miss (9% vs >10%). Management's consistent response was a refusal to extend credit to risky

distributors. This shift from an aggressive distributor-push model to a collection-first model has clearly won over

the Street, as evidenced by the lack of hostility regarding the miss. * Content vs. Distribution: There is growing

interest in the AI licensing stream. Analysts are beginning to value S Chand not as a "printer" but as a "content

owner." Management’s detail on 75% margins for this segment suggests this is becoming a central pillar of the

bull case. * Analyst Sentiment Verdict: Skepticism regarding the balance sheet has been replaced by optimism

regarding capital allocation. Analysts are now focused on how the ₹100 Cr+ cash pile will be used (M&A vs

Dividends). Credibility has peaked as the CFO/PAT ratio (1.66) validates the turnaround. The only unresolved

friction is the dependency on the NCERT’s unpredictable circular timeline.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening / Q3) | What Q&A Revealed |

Gap / Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | Revenue Growth | Double-digit growth for FY25. |

Achieved 8.6%-9%. | Slight miss due to credit tightening. | Low - Quality of earnings is better. | | NCF Big Bang |

Full implementation expected early. | Rollout is stretching over 4-5 years in phases. | Slower volume surge than

original bull-case. | Moderate - Growth will be gradual, not a one-year spike. |



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q3FY25) This Quarter (Q4FY25) Direction

EBITDA Guidance 17% - 19% band 18% - 20% band ↑ Improving

Net Cash ₹46 Cr (Net Debt of ₹54 Cr) ₹103.6 Cr Net Cash ↑ Improving

Dividend ₹3/share (FY24 Final) ₹4/share (Interim) ↑ Improving

AI Revenue Target ₹20 Cr (Achieved) ₹25 - ₹30 Cr (Target) ↑ Improving

M&A Stance "Evaluating opportunities" Active talks for ₹50 Cr targets ↑ Improving

Receivable Days 80 Days (9M) 140 Days (Full Year) ↓ Deteriorating*

Syllabus Clarity 2 Classes (FY25) 4 Classes (FY26) ↑ Improving

*Note: Receivable days are seasonally high in Q4 due to peak sales (Jan-Mar) being on credit. However, 140

days is the lowest Q4 in history (vs 143 YoY), so the underlying trend is positive.

Investor Notes on Trajectory: The pivot from "Balance Sheet Cleanup" to "Growth & Payout" is now complete.

The thesis has materially strengthened because the company is no longer just a play on government syllabus

cycles; the AI licensing stream provides high-margin downside protection. With ₹100 Cr+ cash and 18-20%

EBITDA margins, the valuation floor has moved up. The key monitoring point now shifts to the quality of the

upcoming ₹50 Cr acquisition and the management of the piracy leakage.

STOP HERE.
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