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SIS Ltd.

Impairment of goodwill impacted bottomline

In Q4 FY25, SIS Ltd. reported a revenue growth of “9% and an operating profit
growth of 10% on a YoY basis. During the quarter, the Security Services —
India segment grew by ~10% to ~Rs. 14.4 Bn, with an increase of 8 bps in the
EBITDA margin on a YoY basis, resulting in a margin of ~5.6%. The Security
Solutions — International segment grew by a ~“8% to ~Rs. 14.2 Bn, with a 28
bps reduction in the EBITDA margin to ~3.8% in Q4 FY25 on a YoY basis. The
Facility Management segment's revenue grew by ~13% to ~Rs. 5.9 Bn, with a
74 bps improvement in the EBITDA margin on a YoY basis to ~4.7%.

Impairment of goodwill

SIS acquired Henderson, SLV, and Uniq in FY19 with earnouts linked to business
projections, recording goodwill based on these targets. COVID-19 severely
impacted actual performance, leading to reduced payouts and a mismatch
between projected liabilities and realized outcomes. Management conducted
annual impairment tests, resulting in a Rs.3,058 Mn goodwill write-down for
these entities and ADIS in Q4FY25 to align carrying values with post-COVID
performance and fair-value adjustments.

No change in margin aspirations

Target margin expectations are as follows: a) Security India: 6%+, b) Security
International: 4.5%+, and c) Facility Management: 6%+. To achieve these
targets, management plans to increase employees per branch to 1.3x and
reduce SG&A expenses. Additionally, to further improve PAT margins, the
Company aims to lower its debt and reduce financing costs.

View & Valuation

The management continues to maintain profitability in Security — India and
increase it in FM — India. However, the Company is lacking delivery on topline
growth. In addition to this, we are skeptical that there can be a possibility of
further goodwill impairment. Considering all the above, we revise our estimates
and maintain a BUY rating on SIS with a 15x PE on FY26E EPS, suggesting a
target price of Rs. 361 and an upside of ~11%

5th May 2025
BUY

CMP Rs. 326

TARGET Rs. 361 (+11%)
Company Data

Bloomberg Code SECISIN
MCAP (Rs. Mn) 46,871
0/S Shares (Mn) 144
52w High/Low 467 / 288
Face Value (in Rs.) 5
Liquidity (3M) ~40

(Rs. Mn)

Shareholding Pattern %

Mar-25 Dec-24 Sep-24
Promoters 71.99 72.09 71.85
Flls 13.01 13.17 13.56
Dlis 5.26 5.25 5.25
Non-
Institutional 3.75 9.49 .34
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Key Financial Data
(Rs Bn) FY24 FY25 FY26E
Revenue 123 132 141
EBITDA 6 6 7
Net Profit 2 0 4
Total Assets 58 58 62
ROCE (%) 12% 15% 13%
ROE (%) 8% 0% 14%

Source: Company, Keynote Capitals Ltd.
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Q4 FY25 Result Update

Result Highlights (Rs. Mn)

Q4FY25  Q4FY24 C:‘;_'Ei)% Q3 FY25 C(h;_r;g_g;d’ FY24 C'(‘j';gi)%
Revenue 34,279 31,376 9% 33,625 2% 1,31,890  1,22,614 8%
Employee benefit expense* 28,121 25,884 9% 28,071 0% 1,10,303  1,01,944 8%
Gross Profit 6,158 5,493 12% 5,554 11% 21,587 20,670 4%
Gross Profit % 18% 18% 46 bps 17% 145 bps 16% 17% -49 bps
Operating expenses 4,510 3,997 13% 3,987 13% 15,550 14,826 5%
EBITDA 1,648 1,495 10% 1,568 5% 6,038 5,845 3%
EBITDA % 4.8% 4.8% 4 bps 4.7% 14 bps 4.6% 4.8% -19 bps
Depreciation 386 485 -20% 407 -5% 1,638 1,663 -2%
EBIT 1,262 1,010 25% 1,161 9% 4,400 4,181 5%
Finance Cost 376 402 -6% 405 -7% 1,606 1,482 8%
Other Income 166 160 4% 321 -48% 680 427 59%
Exceptional items -3,058 -651 370% 0 - -3,058 -656 366%
PBT -2,006 117 -1807% 1,077 -286% 416 2,470 -83%
Share of Associates 62 62 0% 67 -7% 258 248 4%
Tax 291 290 1% 122 139% 556 819 -32%
PAT -2,235 111 1917% 1,021 -319% 118 1,900 -94%
EPS -15.5 -0.8 - 7.0 - 0.8 13.0 -

Segment Highlights (Rs. Mn)

Change %

Change % Change %

Q4FY25  QaFv24 (Q-0-Q) (Y-0-Y)

Yoy)  QBF25

Revenue

Security Solutions - India 14,351 13,093 10% 14,195 1% 55,764 51,585 8%
Security Solutions - International 14,236 13,219 8% 13,829 3% 54,299 50,690 7%
Facility Management 5,870 5,201 13% 5,763 2% 22,470 20,921 7%
Operating Profit

Security Solutions - India 800 719 11% 774 3% 3,061 2,918 5%
Security Solutions - International 576 572 1% 530 9% 1,982 2,062 -4%
Facility Management 274 204 34% 266 3% 999 865 15%

Operating Profit Margin %

Security Solutions - India 5.6% 5.5% 8 bps 5.5% 12 bps 5.5% 5.7% -17 bps
Security Solutions - International 4.0% 4.3% -28 bps 3.8% 21 bps 3.7% 4.1% -42 bps
Facility Management 4.7% 3.9% 74 bps 4.6% 6 bps 4.4% 4.1% 31 bps

Source: Company, Keynote Capitals Ltd.
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Quarterly Business Progression

Security Solutions - India Revenue (in Rs. Mn) and
Margin (%)

=

Security Solutions - International Revenue (in Rs.
Mn) and Margin (%)
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Q4 FY25 Conference Call Takeaways

General highlights

A goodwill impairment of Rs. 3058 Mn was recognized in Q4FY25, primarily
linked to acquisitions of Henderson (Singapore), SLV, Unig, and ADIS,
reflecting post-COVID performance realignment and revised earnout
valuations

Remaining goodwill on the balance sheet is largely attributable to historical
acquisition costs of subsidiaries, including MSS, DTSS, and RHPL.

The DSO for the group improved to 65 days at the end of Q4 FY25 from 69
days at the end of Q3 FY25 and 70 days at the end of Q4 FY24.

SIS-Prosegur has filed its DRHP with SEBI for its IPO. The funds raised
through the sale of shares will help SIS Limited reduce its debt further.
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Financial Statement Analysis

Income Statement Cash Flow
Y/E Mar, Rs. Mn FY23 FY24 FY25 FY26E FY27E| Y/E Mar, Rs. Mn FY23 FY24 FY25 FY26E  FY27E
Net Sales 1,13,458 1,22,614 1,31,890 1,40,911 1,50,604 Pre-tax profit 2,747 2,470 415 4,183 4,551
Growth % 13% 8% 8% 7% 7% Adjustments 2,406 3,411 5612 2,439 2,527
Raw Material Expenses 1,069 1,448 1,210 1,691 1,807 Change in Working Capital -2,608 -1,749 1,325 -2,611 -1,425
Employee Expenses 92,012 1,00,495 1,09,093 1,16,393 1,24,399 Total Tax Paid -938 -437 248 -837 -910
Other Expenses Cas.h 'fl'ow from operating

15,461 15,491 15,550 16,205 17,319 Activities 1,607 3,695 7,600 3,175 4,743
EBITDA 4,915 5,835 6,037 6,623 7,078 Net Capital Expenditure -1,187 -1,559  -1,402 -1,409 -1,506
Growth % -1% 19% 3% 10% 7% Change in investments -577 161  -3,890 0 0
Margin% 4.3% 4.8% 4.6% 4.7% 4.7% Other investing activities 285 354 549 600 600
Depreciation Cas~h.fl.ow from investing

1,347 1,663 1,638 1,539 1,627 activities -1,480 -1,044  -4,743 -809 -906
EBIT 3,568 4,172 4,399 5,083 5,451 Equity raised / (repaid) -997 -1121 1 0 0
Growth % -7% 17% 5% 16% 7% Debt raised / (repaid) 191 -381 1,941 0 0
Margin% 3% 3% 3% 4% 4% Dividend (incl. tax) 0 0 0 0 0
Interest Paid 1,149 1,482 1,606 1,500 1,500 Other financing activities -1,480 -1,900 -2,087 -1,500 -1,500
Other Income & Cash flow from financing
exceptional 327 -220 -2,378 600 600 activities -2,285 -3,402 -145 -1,500 -1,500
PBT 2,747 2,470 415 4,183 4,551 Net Change in cash -2,158 -751 2,713 866 2,337
Tax -616 819 556 837 910
PAT 3,363 1,652 -141 3,347 3,641 Valuation Ratios
Others (Minorities,
Associates) 102 249 258 267 299 s [P B edd AR
Net Profit 3,465 1,900 118 3,614 3,940 Per Share Data
Growth % 6% -45% -94% 2969% 9% EPS 24 13 1 25 27
Shares (Mn) 145.7 144.1 144.1 144.1 144.1 Growth % 7% -45% -94%  2969% 9%
EPS 23.78 13.19 0.82 25.08 27.34 Book Value Per Share 160 167 167 192 220
Return Ratios

Balance Sheet Return on Assets (%) 7% 3% 0% 6% 6%
Y/E Mar, Rs. Mn FY23 FY24 FY25 FY26E FY27E| Return on Equity (%) 16% 8% 0% 14% 13%
Cash, Cash equivalents & Return on Capital Employed
Bank 7,509 7,404 11,726 12,592 14,929 (%) 8% 12% 15% 13% 12%
Current Investments 103 56 81 81 81 Turnover Ratios
Debtors 16,777 18,858 18,640 21,137 22,591 Asset Turnover (x) 2.2 2.2 2.3 2.4 2.4
Inventory 314 309 284 423 452 Sales / Gross Block (x) 4.7 4.8 5.1 5.5 5.6

Short Term Loans & Working Capital / Sales (x)

Advances 7,284 8,211 7,776 7,776 7,776 7% 6% 8% 12% 14%

Other Current Assets 873 1,000 1,541 1,541 1,541 Receivable Days 49 53 52 52 53

Total Current Assets 32,860 35,838 40,048 43,550 47,370 Inventory Days 112 79 89 76 88

Net Block & CWIP 16,465 16,073 12,992 12,862 12,741 Payable Days 2 2 2 2 2

Long Term Investments 880 1,108 1,394 1,661 1,961 Working Capital Days 159 129 139 126 139

Other Non-current Liquidity Ratios

Assets 4,446 4,691 3,542 3,542 3,542

Total Assets 54,652 57,710 57,976 61,615 65,612 Current Ratio (x) 1.4 1.2 1.6 1.7 1.9
Interest Coverage Ratio (x) 3.4 3.1 3.2 3.8 4.0

Creditors 639 847 821 845 904 Total Debt to Equity 0.6 0.4 0.6 0.5 0.5

Provision 4,278 4,290 4,187 4,187 4,187 Net Debt to Equity 0.3 0.1 0.1 0.1 0.0

Short Term Borrowings 6,654 7,037 6,447 6,447 6,447 Valuation

Other Current Liabilities 11,354 17,886 13,516 13,516 13,516 PE (x) 13.5 33.2 397.7 13.0 11.9

Total Current Liabilities 22,925 30,060 24,970 24,994 25,052 Earnings Yield (%) 7% 3% 0% 8% 8%

Long Term Debt 8,032 2,301 8,570 8,570 8,570 Price to Sales (x) 0.4 0.5 0.4 0.3 0.3

Deferred Tax Liabilities -3,476 -2,918 -2,838 -2,838 -2,838 Price to Book (x) 2.0 2.6 1.9 1.7 1.5

Other Long Term EV/EBITDA (x)

Liabilities 3,839 4,132 3,196 3,196 3,196 11.1 12.1 8.8 8.0 7.5

T‘ota'l'l\!on Current EV/Sales (x)

Liabilities 8,394 3,515 8,928 8,928 8,928 0.5 0.6 0.4 0.4 0.4

Paid-up Capital 729 721 722 722 722

Reserves & Surplus 22,604 23,415 23,357 26,971 30,911

Shareholders' Equity 23,333 24,135 24,079 27,693 31,633

Non Controlling Interest 0 0 0 0 0

Total Equity & Liabilities 54,652 57,710 57,976 61,615 65,612

Source: Company, Keynote Capitals Ltd. estimates
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KEYNOTE Rating History

Date Rating R';’l::i::;:::t?:n Upside/Downside
215t September 2023 BUY 432 +94%
15t November 2023 BUY 432 +84%
15t February 2024 BUY 489 +52%
6th May 2024 BUY 441 +52%
29t July 2024 BUY 420 +39%
315t October 2024 BUY 400 +21%
30t January 2025 BUY 332 +25%

5th May 2025 BUY 326 +11%
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Rating Methodology

BUY Expected positive return of > 10% over 1-year horizon
NEUTRAL Expected positive return of > 0% to < 10% over 1-year horizon
REDUCE Expected return of < 0% to -10% over 1-year horizon

SELL Expected to fall by >10% over 1-year horizon

NOT RATED (NR)/UNDER REVIEW (UR)/COVERAGE SUSPENDED (CS) Not covered by Keynote Capitals Ltd/Rating & Fair value under

Review/Keynote Capitals Ltd has suspended coverage

Disclosures and Disclaimers

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the
Regulations).

Keynote Capitals Ltd. (KCL) is a SEBI Registered Research Analyst having registration no. INHO00007997. KCL, the Research Entity (RE) as defined in
the Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial
products. Details of associate entities of Keynote Capitals Limited are available on the website at https://www.keynotecapitals.com/associate-

entities/

KCL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction
involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies)
discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to
any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific
recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the
associates of KCL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

KCL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the
recipients of this report should be aware that KCL may have a potential conflict of interest that may affect the objectivity of this report.
Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns
to investors.

Details of pending Enquiry Proceedings of KCL are available on the website at https://www.keynotecapitals.com/pending-enquiry-proceedings/

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may
vary based on Fundamental research and Technical Research. Proprietary trading desk of KCL or its associates maintains arm'’s length distance with
Research Team as all the activities are segregated from KCL research activity and therefore it can have an independent view with regards to Subject
Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject KCL & its group companies to registration or
licensing requirements within such jurisdictions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain
category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

Specific Disclosure of Interest statement for subjected Scrip in this document:
Financial Interest of Research Entity [KCL] and its associates; Research Analyst and its Relatives NO

Any other material conflict of interest at the time of publishing the research report by Research Entity [KCL] and its associates; | NO
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Whether the KCL and its associates has been engaged in market making activity of the Subject Company NO
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The associates of KCL may have:

- financial interest in the subject company

-actual/beneficial ownership of 1% or more securities in the subject company

-received compensation/other benefits from the subject company in the past 12 months

-other potential conflict of interests with respect to any recommendation and other related information and opinions.; however, the same shall
have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of KCL even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the research report.

-acted as a manager or co-manager of public offering of securities of the subject company in past 12 months

-be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies)

-received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from
other than said services.

The associates of KCL has not received any compensation or other benefits from third party in connection with the research report.

Above disclosures includes beneficial holdings lying in demat account of KCL which are opened for proprietary investments only. While calculating
beneficial holdings, it does not consider demat accounts which are opened in name of KCL for other purposes (i.e. holding client securities,
collaterals, error trades etc.). KCL also earns DP income from clients which are not considered in above disclosures.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part
of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed
by research analyst(s) in this report.
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