S Chand & Company Ltd — Nov 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline One-line: The thesis remains firmly on track as S. Chand successfully traverses its leanest
season with a net-debt-free balance sheet and record-low working capital, though the "Al aggregator" pivot
introduces temporary margin volatility.

Dimension This Quarter Signal | Evidence Sentiment
Beat/Miss vs Guidance / Inline Revenue ([49.3 Cr) YoY growth of 32% driven by Al licensing shift
Prior Quarter from Q1; seasonal losses are within historical norms.

. . . Improvement in inventory days (237 vs 302 YoY) confirms the
Earnings Quality High . ) . O
shift toward "Quality of Sales" over volume dumping.

Management maintains FY26 targets but hitting (800 Cr+ revenue

requires a steep (648 Cr+ H2 run-rate.

Guidance Confidence Neutral

Achieved the lowest Net Working Capital days (123) for Q2 in the

Management Credibilit Stron
g o g last 5 years; dividend paid in H1 for the first time.

Pivot into the International Curriculum (IB/IGCSE) via acquisition

Business Quality Signal Improving . . A u
($1.5M) fills a key strategic gap in high-growth urban segments.
Q2 (NCERT Mgmt confirmed Class 4, 5, 7, 8 PDFs are out; physical
Key Q&A Exchange o o i u
Timeline) availability is the final hurdle for the Jan-Mar sales "super-cycle."
The Street's Primary Al Margins Gross margin dip in H1 due to 3rd party content sourcing for Al 0
i
Anxiety g datasets; management argues this is an aggregator scale play.
. Consolidation / Earmarking cash for strategic bolt-ons (International/Test Prep)
Capital Cycle Stage _ o o
M&A while maintaining a debt-free floor.
Margin / Return Ratio o Gross margins impacted by sourcing mix in Al; expected to
) Deteriorating (H1) ) ) ) u
Trajectory normalize as K-12 physical book volumes dominate H2.

. 4-5% price hikes neutralized by GST increase on paper (12% to
Pricing Power Stable . . 0O
18%), keeping net realizations flat.

FCF Conversion & Stron Net cash of [23.5 Cr in a seasonally cash-consumptive quarter is 0
Quality g a major structural win vs historical debt cycles.
Competitive Moat Stable S Chand benchmarking vs peers shows superior receivable days 0
Signals and EBITDA margins (till FY24 data).
Balance Sheet Strength  Strong Net Debt Free with [23.5 Cr cash; gross debt at [88.0 Cr. O
Working Capital )

. Improving Inventory days dropped by 65 days YoY; NWC at a 5-year Q2 low. [
Efficiency
Mgmt Guidance Track Reliable Consistent delivery on debt reduction and inventory management 0

i
Record over the last 12 quarters.
Key Vulnerability / Red GST on paper rise to 18% offsets the 5% softening in raw
GST Impact . . O
Flag material paper prices.
N Professional and candid about the "lumpy" nature of Al revenue

Management Tone Disciplined

and the technical gaps in their current portfolio.

Sentiment: JPositive



Key Takeaways (Positives & Negatives): * Positives: Management has successfully de-risked the balance
sheet, maintaining a net-cash position ([23.5 Cr) during the year's lowest revenue quarter. Inventory
management is at a decade-high efficiency (237 days vs 302 YoY). The entry into the International Board (I1B/
IGCSE) segment via a $1.5M acquisition opens a new high-margin vertical previously untouched by S. Chand. *
Negatives: H1 gross margins suffered an optical hit as the Al licensing business shifted to an "aggregator"”
model, sourcing 3rd party content which carries lower margins than in-house IP. Furthermore, the 600bps
increase in GST on paper (from 12% to 18%) has completely eroded the benefits of falling raw material prices,
placing the burden of margin protection entirely on volume growth and price hikes. * Forward Watchpoint: The
success of the "Super Season" (Jan-March 2026) depends entirely on the physical market availability of the new
NCF books for Classes 4, 5, 7, and 8. Any delay by NCERT here would push the projected revenue surge into

FY27.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

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

Crores).

Current

YoY Change

QoQ Change

Mgmt Commentary

Revenue
(Consol)

Gross Margin

(%)

EBITDA

PAT

Cash Flow
(OCF)

Net Debt /
(Cash)
Inventory Days
Receivable
Days

Net Working
Capital

Q2FY26

[(49.3 Cr

Not Stated

(80.1 Cr)

(053.6 Cr)

(C38.7 Cr)

(235 Cr)

237

81

123 Days

1 32.0%

!
Compression

| (Loss
widens)

I (Loss
widens)

1 (Improving)

t (More Cash)

1 (Lower)

| (Higher)

1 (Lower)

2B. SEGMENT BREAKDOWN

| (Seasonal)

!
Compression

| (Seasonal)

| (Seasonal)

| (Seasonal)

| (Less Cash)

| (Seasonal)

1 (Improving)

| (Seasonal)

Growth driven by Al licensing revenue ([14.2 Cr in
H1) shifting from Q1 to Q2. Volume-led.

Declined in H1 due to shift from in-house to 3rd
party content sourcing for Al datasets.

H1 EBITDA dipped due to Al sourcing mix change
and increased expenses.

Reflects seasonal low; H1 total loss includes
increased operating costs.

Net cash used in operations improved significantly
from ([62.7 Cr) in Q2FY25.

Net cash vs [9.3 Cr YoY. Q2 is typically cash-
consumptive for inventory buildup.

5-year low for Q2; reflect better paper
procurement and stock discipline.

Increased from 69 days in Q2FY25 due to Al
billing timing.

5-year low for Q2. Strong focus on inventory offset
the slight receivable uptick.



Revenue (O vs Company

Segment Margin Trend Key Development
g cn) 9 Avg y Y
Not PDF versions of new NCERT books
K-12 School . Steady Standard - Avg
Disclosed released for Classes 4, 5, 7, 8.
Lower . Shift to "Aggregator" model; pipeline
Al Datasets [14.2 (H1) 1 11.2% ! High _
(H1) expanded to 4-5 clients.
Smartivity . ) H1 EBITDA and PBT positive;
N/A 1 70% Positive 1 High .
(Investee) secondary valuation at (150 Cr.
ixamBee . . Turned EBITDA and PBT positive in
N/A N/A Positive 1 High
(Investee) H1FY26 vs losses YoY.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Management Target / Historical

Required Run-Rate / Feasibility

Dimension Category . .
Claim Delivery

Needs [648 Cr in H2; feasibility )
Delivered (664 Cr

Guidance Revenue FY26 >[800 Cr high if NCF adoption hits Jan-Mar in EY25 Moderate
peak. '
. . . . Historically
. . Maintain best-in-class Requires H2 Gross Margin .
Guidance Margins . . n consistent at 18% Low
EBITDA margins recovery in core publishing. .

Capital International Board Finalized ~$1.5M acquisition for IB/  New segment;

Strategy . . . ) ) Low
Allocation entry IGCSE in Q3. integration risk.
Working Net Debt Free for 3 Strong track

Strategy . Currently met for Q1 and Q2. Low
Capital quarters of FY26 record.

. Offset by +600bps GST hike; net Accurate RM
Macro Input Costs Paper prices soft (-5%) . ) . o Low
impact is margin-neutral. monitoring.



4. ANALYST Q&A



Q# Relevance

1 4.5
2 4.0
3 4.0

Analyst /

irm

Niteen /
Aurum
Capital

Niteen /
Aurum
Capital

Niteen /
Aurum
Capital

Theme
Cluster

M&A

NCF Rollout

RM Pricing

Category

Capex and
Allocation

Mgmt
Commentary

Financials

Underlying
Concern

Is there any
progress on
acquisitions
and what kind
of profile are
we
considering?

What kind of
impact will the
NCERT digital
availability
have on
revenue
stream?

How do you
see raw
material
pricing
heading and
the impact of
the end-of-
year lift?

Management
Response &
Investment
Implication

Evaded /
Not Credibility
Addressed

Management
confirmed a
finalized
acquisition in
the
International
Curriculum
(IB/IGCSE)
space for
~$1.5M,
likely closing
in Q3. This
fills a
structural gap
in the
portfolio and
targets high-
growth
urban/

None 5.0

international
schools.

Mgmt noted
that PDF
release for
Classes 4, 5,
7,8isa
precursor to
physical
demand,
which
reduces

Exact
physical

315
release

market
confusion. date
This clarifies

the volume

surge

timeline for

the upcoming
Jan-March

sales

season.

Mgmt stated
paper prices
are 5% lower
but the GST
increase from
12% to 18%
has fully
neutralized

None 5.0

the cost
benefit.
Margins in

Verdict

Specific and
strategic

Policy
dependent

Candid on
GST impact



Q# Relevance

Analyst /

Firm

Pranit /
Investor

Pranit /
Investor

Theme
Cluster

Al Licensing

Al Margins

Category

Business
Overview

Financials

Underlying
Concern

Could you
explain the
licensing
arrangement
and why is it
lumpy?

Could you
explain the
gross margin
impact from
licensing
other
publishers'
content?

Management
Response &
Investment
Implication

Evaded /
Not Credibility
Addressed

the peak H2
season will
rely on
volume
growth rather
than input
cost savings.

Mgmt
explained
that deals are
based on
specific
customer
tech
requirements
and timing;
75% of
current deals
are now
perpetual vs
50% last
year. This
builds a
higher-
quality, non-
seasonal
base for the
content

None 4.5

monetization
vertical.

Mgmt
confirmed
they are
sourcing
content from
other
publishers to
actas a
"single
source" for
LLM clients,
which
inherently
carries lower
margins. This
strategy
prioritizes
volume and
market share
in the Al
dataset
space over

Specific
margin % 3.0
delta

Verdict

Clear on shi
to perpetual

Hedged for
confidentialit



Q# Relevance

6 4.0
7 4.0
8 S5

Analyst /

Firm

Pranit /
Investor

Divakar
Rana/
Prudent
Eq

Divakar
Rana/
Prudent
Eq

Theme
Cluster

Competitive
Benchmarking

Manufacturing

Printing

Category

Business
Overview

Capex and
Allocation

Business
Overview

Underlying
Concern

Why does
Competitor 1
have
significantly
higher
profitability
margins than
S. Chand?

What was the
reason
behind hiving
off a
manufacturing
unitinto a
subsidiary?

Have you
started
printing new
books
according to
the NCERT
digital format?

Management
Response &
Investment
Implication

Evaded /
Not Credibility
Addressed

Verdict

immediate
percentage
margins.

Mgmt
attributed
differences to
product mix,
listed
company
compliance
costs, and S.
Chand's
presence in
lower-margin
Higher Ed.
This confirms
S. Chand's
pursuit of
"sustainable

Competitor

internals vague

cash flow"
over
aggressive
"vanity
margins."

The hive-off
allows for
margin
segregation
between
printing and
publishing
while
capturing a
(B Cr annual
GST
arbitrage
benefit. This
structural
change adds
~40-50bps to
the
consolidated
bottom line.

Quantified

None 5.0
benefits

Mgmt
confirmed
printing is
ongoing and
the in-house
press allows
for last-

Operational

None 45 .
readiness

minute

Peer analysi



Theme
Cluster

Analyst /

Q# Relevance Category

Firm

Himanshu
. Mgmt
9 4.0 Gupta NEP Adoption
Commentary
(MD)
Stuti .
. Business
10 35 Beria/PL IB Syllabus .
. Overview
Capital

PATTERN FLAGS & SENTIMENT

Underlying
Concern

When will the
full benefit of

NCF adoption
kick in?

How would
the
acquisition in
IB syllabus
help S.
Chand?

Management
Response &
Investment
Implication

scalability
once school
requirements
are finalized.
This reduces
the risk of
stock-outs
during the
peak Jan-
Mar window.

Mgmt
believes full
adoption has
been
staggered
over 3 years,
with the real
benefits
starting from
next year
onwards.
This shifts
the "Big
Bang" NEP
thesis from a
FY25 event
to a multi-
year FY26-27
tailwind.

Entry into the
1,000+
international
schools in
India and the
Middle East
opens a new
vertical
where the
company
previously
had zero
presence.
This de-risks
the portfolio
from total
CBSE
dependence.

Evaded /
Not Credibility
Addressed

Verdict

Realistic
None 4.0 o
timeline
Strategic
None 4.5 .
clarity

» The "Aggregator" Pivot in Al: Analysts were highly focused on the gross margin compression in the Al
segment. Management's response—that they are sourcing 3rd party content to be a "one-stop solution"—



suggests S. Chand is moving from a pure IP owner to a platform play for LLM training. This removes the
"ceiling" on revenue but introduces a "floor" on how high margins can go in this segment.

* NCERT Patience: The recurring anxiety regarding the "piecemeal" rollout of books by NCERT remains.
Management appears to have successfully managed expectations, shifting the narrative from a single-year
windfall to a multi-year sustainable growth cycle (FY26-FY27).

» Balance Sheet Credibility: The skepticism of

previous years regarding debt has completely vanished.

Analysts are now focused on how the cash is being deployed (M&A, GST arbitrage), indicating that
management has earned the "credibility" to move into a capital-allocation phase.

Analyst Sentiment Verdict: Analysts were generally satisfied, particularly with the working capital discipline and
the strategic logic behind the IB acquisition. The friction point remains the Al dataset margin volatility, but the
overall tone was constructive. Management's credibility has reached a multi-year high, evidenced by the focus

on growth and M&A rather than liquidity concerns

GUIDANCE GAPS REVEALED IN Q&A

Topic What Q&A Revealed Gap | Walk-back Risk to Thesis

Shift to Aggregator model lowers the

Al Expected to remain H1 margins were lower Low - Scale should

What Mgmt
Claimed (Q1)
Margins high/accretive. due to sourcing mix.
RM Expected RM price GST increase (12%
. drops to aid 18%) offsets RM
Benefits . .
margins. savings.

margin percentage (though absolute

offset % compression.
EBITDA may grow).

to . . . Moderate - Places
No margin expansion from raw material .
pressure on price

rice softening.
P ¢ hikes.

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1FY26)

Net Cash [116.1 Cr

M&A Status Evaluating International space.
Al Strategy Direct licensing of in-house IP.
Al Client Base 2 Clients.

Working Capital 119 Days (Q1 low).
NCERT Status Waiting for syllabus.

Tax Structure Standard manufacturing.

STOP HERE.

This Quarter (Q2FY26) Direction

[(23.5Cr | (Seasonal spend)
Finalized ~$1.5M acquisition in IB/IGCSE. 1 (Execution)
Aggregator model (sourcing 3rd party content). - (Model Shift)

4 Clients (speaking to 5th). t (Growth)

123 Days (5-year Q2 low). 1 (Efficiency)

PDF versions for 4, 5, 7, 8 now available. 1 (Clarity)

Hive-off complete; [B Cr annual GST benefit. 1 (Structural Gain)
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