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Instruments Amounts Rating action
(Rs. Crore?) (December 2016)
Long-term - Term loan facilities 174.36 [ICRA]AA- (Stable) / reaffirmed
(revised from 248.66)
Long-term - Proposed facilities 145.64

(revised from 71.34)

ICRA has reaffirmed the long-term rating of [ICRA]JAA- (pronounced ICRA double A minus) outstanding on the
Rs. 174.36 crore (revised from Rs. 248.66 crore) term loan facilities and the Rs. 145.64 crore (revised from Rs.
71.34 crore) proposed facilities of Vellore Institute of Technology (VIT / the university)>. The outlook on the
long-term rating is stable.

The rating reaffirmation takes into account healthy revenue growth of ~26% (adjusted for income related to
mess) witnessed during FY2016 supported by increase in enroliments and annual fee hike; and VIT’s robust
financial profile characterized by comfortable capital structure, strong credit metrics and steady margins. The
rating also consider the established presence of the institute for more than three decades, experience of the
promoter and the reputed brand name of “VIT” resulting in satisfactory enroliments. Also, the flexible curriculum
coupled with international accreditation for the same, helps in drawing students from diverse geographies,
including international locations. The university has tie-ups with large number of foreign universities which
facilitates student and faculty exchange programs besides providing ample opportunities for collaborative
research. Further, ICRA takes note of the favorable outlook for higher education in India.

The group is currently in the midst of sizeable debt funded capital expenditure (Rs. 940.0 crore during FY2017-
19) to support the ramp up of capacities in the existing campuses and the proposed campuses (to be set up
under new trusts given the statutory requirement for operation as State Private Universities) in view of growing
student base. The capital needs for the expansion plans and loss funding requirements for the proposed
campuses at Andhra Pradesh and Madhya Pradesh (State Private Universities) are expected to be met through
the funds in the form of donations from VIT. During the early years of the new campus, these facilities would
need support from VIT to cover the repayments and operations.

The rating also consider the course concentration risk with B. Tech and M. Tech accounting for more than 65%
of the intake in the university in AY 2015-16, intense competition faced in the higher education sector from
other reputed public and private institutes and continuing weak placement trend in post graduate courses in last
fiscal. Impact of the hike in faculty salary to match the Seventh pay commission recommendations will have a
detrimental impact on VIT’s margins during current fiscal; however, fee hikes and increase in occupancies are
expected to support margins. While the revenue growth and accruals are exposed to any adverse government
regulations, deemed university status provides some operational flexibility for the university.

Entity Profile

Vellore Institute of Technology, established in 1984 by Dr. G. Viswanathan, is one of the established self-
financed educational institutions in India offering higher education. The university offers courses in various
branches of undergraduate, postgraduate and doctoral programs in engineering, science, business
administration, hotel management, law and architecture. VIT was founded as Vellore Engineering College
(VEC) in Vellore (Tamil Nadu), affiliated to University of Madras. In June 2001, VEC got the deemed university
status from Government of India and was rechristened as VIT University. The Chennai off-campus of the
university became operational from AY 2010-11. VIT conducts its own entrance examinations for
undergraduate (VIT Engineering Entrance Examination, VITEEE) and postgraduate (VIT Masters Entrance
Examination, VITMEE) programs and the admission is done on merit basis. For the AY 2015-16 the total
student strength stood at 31,002.

Expansion in Amaravati (Andhra Pradesh, AP) and Bhopal (Madhya Pradesh, MP)
VIT has received an invitation from the AP and MP state governments for setting up of campuses in their state.
VIT proposes to commence classes at these two new campuses from AY 2017-18. The statutory requirement
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of State Private Universities calls for operation of each of these campuses under separate trusts; AP campus
would be operated under the trust ‘Vellore Institute of Technology, Andhra Pradesh’ and the MP campus would
be operated under the trust ‘VIT Trust’. While ‘Vellore Institute of Technology, Andhra Pradesh’ has purchased
adequate land from the state government for setting up of the campus, the ‘VIT Trust’ is currently in the
process of purchasing adequate land from private parties.

Recent Results
VIT reported net profit of Rs. 280.3 crore on an operating income of Rs. 770.0 crore during FY2016 as against
net profit of Rs. 227.9 crore on an operating income of Rs. 560.5 crore during FY2015.
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