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Sri Srinivasa Educational & Charitable Trust

Instrument Amount Rated Rating Action

Long Term fund-based limits Rs. 90.36 crore [[ICRA]BB+(Stable)
(Reduced from Rs. 148.00 crore) (Downgraded from [ICRA]BBB-(Stable);
Suspension Revoked

ICRA has downgraded the long-term rating assigned to the Rs. 90.36 crore® (reduced from Rs. 148.00 crore)
long-term bank facilities of Sri Srinivasa Educational & Charitable Trust (SSECT)" to [ICRA]BB+ (pronounced
ICRA double B plus) from [ICRA]BBB- (pronounced ICRA triple B minus). The rating outlook on the long term
rating is Stable. The rating suspension done in July 2016 stands revoked.

The rating downgrade takes into account the regulatory changes related to admission procedure to medical
courses offered by the Trust, whereby the admissions under the linguistic minority (~55% of the total medical
seats) will be conducted through the National Eligibility cum Entrance Test (NEET). Earlier, due to lack of
adequate applications under the linguistic minority category, the seats under this category were filled through
management quota, thereby taking overall management seats from 20% of the seats to 75%. The balance 25%
seats were filled through the Karnataka Common Entrance Test (CET). Due to higher seats under the
management category coupled with higher fee charged for the management seats, the medical courses
accounted for 54% of revenues in FY2016 as against 15% share of medical students in the overall student
strength in FY2016. With the applicability of NEET for the linguistic minority, ICRA believes the revenues and
surpluses from the medical college to be adversely impacted and need to significantly hike the fee charged for
the residual seats under management category to offset the decline in revenues.

Apart from above, the rating downgrade is also driven on account of a large ongoing debt-funded capital
expenditure of ~300 crore (debt: equity of 2:1) towards the introduction of post graduate medical courses. This
capital expenditure was earlier proposed to be undertaken over the three year period of FY2016 to FY2018 and
is now scheduled for completion by March 2017 as per the loan sanction terms. Apart from posing funding and
execution risks due to a shorter time frame, this will also expose the Trust to the regulatory risks related
towards timely receipt of the Medical Council of India (MCI) approval to commence admissions during the
academic session 2017-18. In the likelihood of delayed MCI approval, the admissions and revenues from the
new medical courses will be adversely impacted, which coupled with expected pressures on revenues from
existing undergraduate medical course will affect the overall credit profile of the trust. This is reflected in
estimated debt servicing obligation of ~Rs 67 crore in FY2018 as against the operating surplus before interest
and depreciation of ~Rs 53 crore in FY2016, reflecting the criticalness of maintaining revenues from the
existing medical course and the need for additional revenues from the new medical course.

The rating continues to be supported by the satisfactory track record of close to 15 years in managing
educational institutions as also reflected in healthy occupancies in the engineering and medical colleges; and
satisfactory ramp up of the school, which has been recently established. The rating is also supported by the
satisfactory placement rates of ~74% (yet to complete) in engineering courses in AY2015-16 as against ~92%
in AY2014-15. The rating continues to remain constrained on account of high competition faced by the Trust
due to the presence of a large number of engineering and medical colleges in the state; the ability to improve
the quality of education and infrastructure will be key driver of admissions in the long run. Also, the ability to
maintain admission rates and make regular fee hikes given the high competitive intensity will be critical for the
cash accruals and debt servicing ability.

Going forward, timely receipt of approval from MCI for the commencement of post-graduate medical courses
and ability to maintain revenues/surpluses from the existing undergraduate medical courses will be critical for
the cash accruals and hence the debt servicing ability of the Trust.

Company Profile
SSECT is a Section 8 company (under the Companies Act 2013), promoted by Mr. G. Dayananda. SSECT has
set up an engineering college (Sapthagiri College of Engineering), a hospital (Sapthagri Hospital) cum medical
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college (Sapthagiri Institute of Medical Sciences & Research Center) and a senior secondary school (under the
franchise of National Public School) in Bengaluru (Karnataka). The engineering college offers B. Tech and M.
Tech programmes while the medical college offers the MBBS programme. SSECT is part of the Bengaluru
based GD Group, which in addition to education, also has presence in hospitality and liquor retailing in the
state of Karnataka.

Recent Results

During FY2016 (provisional results), the Trust recorded a profit after tax (PAT) of Rs. 12.46 crore on an
operating income (OI) of Rs. 126.90 crore as against a PAT of Rs. 18.82 crore on an Ol of Rs. 117.29 crore in
FY2015.
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