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Graphic Era Educational Society

Instrument Amount Rated Rating Action
Long-term fund based bank facilities Rs. 171.10 crore [[CRA]BBB-(Stable);
(Term Loans) (enhanced from Rs. 151.28 crore) Re-affirmed
Long-term fund based bank facilities Rs. 43.00 crore [ICRA]BBB-(Stable);
(OD/Cash Credit) Re-affirmed
Proposed bank facilities Rs. 185.90 crore [[CRA]|BBB-(Stable);

(enhanced from Rs. 5.72 crore) Re-affirmed
Total Rs. 400 crore*

Note*: enhanced from Rs. 200 crore bank facilities

ICRA has re-affirmed the long-term rating of [ICRA]BBB- (pronounced ICRA triple B minus) for Rs. 400 crore’,
fund based and proposed bank facilities (enhanced from Rs. 200 crore fund based bank facilities) of Graphic
Era Educational Society (GEES)? The outlook on the long term rating is Stable.

The rating re-affirmation takes into account the steady financial profile of the society, characterised by steady
revenue receipts, driven by increasing student base, healthy operating surplus and comfortable debt coverage
indicators supported by moderate debt repayment obligations vis-a-vis cash accruals. While the debt metrics
are comfortable, being a non-profit society, it is required to reinvest ~85% of its revenue receipts in order to
maintain its tax free status. As a result, society continues to undertake large debt funded capital expenditure
towards infrastructure improvement limiting the reduction in debt levels.

ICRA had expected that the society will partially utilise the cash accruals to improve the liquidity and reduce the
reliance on overdraft facilities. However, this has not materialised in FY2016 and is unlikely to be achieved by
the end of FY2017, given the ongoing debt funded capital expenditure plans for FY2017. The society also has
an intent of setting up a medical college and a hospital over the next few years. However, given the recent
disapproval for many new medical colleges by the Medical Council of India (MCI), the society has temporarily
deferred its plans and is unlikely to be taken up in FY2017. In case, the society undertakes the capital
expenditure on this project in FY2017, the liquidity and funding position can get stretched, given the other
ongoing capital expenditure projects. Accordingly, the timing of the medical college and hospital project and
subsequent MCI approval will remain critical to the society’s liquidity and credit profile.

In terms of the operational profile, the student base witnessed healthy improvement, driven by commencement
of new course offerings, favourable regulatory developments related to Graphic Era University’'s (GEU'’s)
deemed university status and steady placement rate for students. In its order in April 2016, the Hon’able
Supreme Court of India has accepted the National Assessment and Accreditation Council (NAAC) accreditation
whereby GEU has been accredited with the highest grade ‘A’, thereby limiting the regulatory risk related to
deemed university status. The engineering course continues to be the major contributor of revenue receipts for
both universities of the society, contributing ~75% to the total course fee, which in-turn formed ~81% of the
society’s gross receipts for FY2016. Both the universities have seen increase in student intake and regular fee
hike for its flagship course. Other courses like B.Com. have also shown a reasonably good response from
students, thereby providing diversity to the society’s revenue profile. While the society’s ability to upscale
operations and increase student intake along with regular fee hike in both universities provides comfort to the
operational and financial profile, the ability to maintain the same in future will be a key rating sensitivity. In
addition to the above factors, the rating continues to be supported by the long track record of the society and its
founding members who have more than two decades of experience in the education sector. The rating
continues to remain constrained on account of geographical concentration risks since all the three campuses
are in Uttarakhand, which can pose operational and reputational risks. This was observed in decline in
admissions during AY2013-14 when the state experienced floods.

In ICRA’s view, apart from the need to reduce the mismatch in the balance sheet, wherein the short-term funds
are used for long-term funding requirements, the timing of the debt-funded medical college and hospital will be
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a key rating sensitivity. Further, in light of the competition from other universities/colleges in the state and high
operating leverage, the ability of the society to continuously increase revenue receipts by higher intake of
students and regular fee hike will remain crucial for maintaining a healthy financial profile.

Company Profile

Established in 1996, Graphic Era Educational Society (GEES) has two universities under its ambit—Graphic
Era University (GEU), which is a deemed university and Graphic Era Hill University (GEHU), which is a state
private university—that were set up in the years 1998 and 2011, respectively.

While GEU has a single campus in Dehradun (Uttarakhand), GEHU has two campuses—one each in
Dehradun (main campus) and Bhimtal (near Nainital in Uttarakhand). The universities offer courses in
engineering, biotechnology, computer applications, humanities, allied sciences, law, management, computer
applications and architecture. Engineering is the flagship course of the universities and formed ~75% of the
course fee, which in-turn formed ~81% of the gross revenue receipts for AY2015-16. The society has a total
student count of ~13,200 spread across GEU (~7,163) and GEHU-both campuses (~6,100).

Recent Results

As per the provisional results for the year ended March 2016, GEES reported a net surplus of Rs. 41.6 crore on
gross receipts of Rs. 182.4 crore, as compared to a net surplus of Rs. 21.8 crore on gross receipts of Rs. 168.7
crore for the year ended March 2015.
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