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Facilities/Instruments Amount (₹ crore) Rating1 Rating Action 

Long-term bank facilities 
44.04 

 (Reduced from 44.59) 
CARE BBB+; Stable Reaffirmed 

Short-term bank facilities 25.00 CARE A3+ Reaffirmed 

Details of instruments/facilities in Annexure-1. 

 

Rationale and key rating drivers 

Ratings assigned to bank facilities of the Sapthagiri Educational Trust (SET) factor in the strength derived from the established 

and long operational track record of the trust as well as improvement in fee collection on the back of improved enrolment in its 

engineering colleges. Ratings also derive strength from SET’s comfortable capital structure and the adequate liquidity position. 

However, ratings remain constrained by the concentration risk resulting from the trust’s significant reliance on its engineering 

colleges for revenue generation, highly regulated nature of the education industry, and intermittent cash flow mismatches inherent 

in educational institutions. 

 

Rating sensitivities: Factors likely to lead to rating actions 

Positive factors 

• Growth in scale of operations with operating income above ₹300 crore and surplus before interest and depreciation (SBID) 

margins to above 30% on a sustained basis.  

• Diversification of revenue stream with substantial income contribution from other non-engineering institutes as well. 

Negative factors  

• Any major debt-funded capex resulting in deterioration of the capital structure. 

• Any further advances to group entities/related parties leading to stretch in liquidity profile of the trust. 

 

Analytical approach: Standalone 

 

Outlook: Stable 

CARE Ratings Limited (CARE Ratings) believes that the trust’s operations will continue to remain stable in the medium term with 

high enrolment in the engineering colleges. 

Detailed description of key rating drivers: 

Key strengths 
Established track record of operations of the trust  

SET began operations in 1995 by establishing an engineering college – Sri Sairam Engineering College (SEC), which is still the 

trust’s flagship institute. With the rise in popularity of engineering courses in Tamil Nadu, the trust established Sri Sai Ram Institute 

of Technology (SIT) on the same 300-acre campus in 2001. Over the years, SET has started several educational institutes in 

different segments of education system, including schools namely Sairam Matriculation Higher Secondary School in Madurai and 

Thiruvarur, Sairam Vidhyalaya School in Puducherry, and college of alternate medicine, Sri Sairam Medical College and Research 

Centre.  

SET is part of ‘Sairam group of institutions’, which also has two other trusts, ‘Sapthagiri Educational and Charitable Trust’ operating 

out of Bangalore with two colleges, and ‘Leo Muthu Educational Trust’ operating polytechnic colleges in Chennai. However, SET 

continues to remain as the flagship institute of Sairam group of institutions. 

 
Improvement in total operating income aided by increased enrolment and ancillary fee collections 

The Trust reported an 11% growth in total operating income (TOI), reaching ₹224 crore in FY24, driven by full student enrolment 

in its flagship engineering colleges (SEC and SIT). In March 2024, the trust expanded its hostel capacity from 1,000 to 1,800, 

including ~400 air-conditioned rooms. This additional capacity is expected to further enhance the overall income. For the Academic 

Year (AY) 2024-25, SET had a total student strength of 14,626, up from 13,439 in AY 2023-24 and ~70% of the student strength 

has been contributed by Engineering Colleges. Enrolment levels in engineering colleges have been above 95% for the last three 

years. 

 

 
1Complete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.  

http://www.careedge.in/
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Comfortable capital structure and debt protection metrics 

As on March 31, 2024, the trust’s overall gearing stood comfortably at 0.12x against its net worth base of ₹331 crore. The interest 

coverage for FY24 was comfortable at 26.43x (PY: 20.70x). The trust’s total debt to gross cash accruals (TD/GCA) stood at 0.54x 

in FY24 (PY: 0.19x). 

Trust is expected to undertake further capex in the near term, such as construction of additional hostel blocks in line with growing 

enrolment levels, and routine maintenance capex in the form of lab equipment, with an estimated value of ₹80-90 crore in 

between FY26 and FY27, which is expected to be met largely out of internal accruals.  

 

Key weaknesses 
Expected reduction in profitability in the ensuing years 

In FY24, the trust’s margin moderated from 34.90% to 30.82% due to an increase in employee costs due to hiring more PhD 

staff to support research activities in compliance with regulatory norms. Both engineering institutions are All India Council for 

Technical Education (AICTE) accredited, maintaining a student-to-teacher ratio of 20:1. Only graduates and postdoctoral degree 

holders are eligible for employment as per AICTE guidelines. The trust anticipates further increases in employee costs due to 

higher headcounts and more PhD staff, which is expected to moderate the margins in the forthcoming period. 

 
Revenue/geographical concentration risk 

Over the years, ~60-70% of the trust’s overall student strength and 75-85% of its TOI have come from its two engineering 

institutions in Chennai, which provide fairly comparable curricula. The trust’s medical college (for Siddha, Ayurveda and 

Homeopathy) is on the same campus as the engineering colleges, thus posing both revenue and geographical concentration risk. 

As both SEC and SIT offer similar courses, the group is in the process of merging both into a single institution.  

 

Risk of cashflow mismatches associated with educational institutions  

Around 70% of the fee collected by SET is during August to December in every academic year, while the trust incurs regular 

stream of payments for meeting staff salary, maintenance activities, interest expenses, and term loan repayments, among others. 

SET maintains deposits of monthly maturity to take care of operational expenses such as staff salary, maintenance expenses, and 

others, and avails working capital limits in the form of demand loan in the lean fee collection period.  

 

Regulated nature of education industry 

Higher education sector is one of the highly regulated sectors with both state and central governments regulating the industry 

directly and/or indirectly through bodies including University Grants Commission (UGC) and AICTE. The scope of government 

regulations is wide, starting from establishment of course/institute, seat sharing, fee fixation, staff qualification, and periodical 

review of the standards followed by the institute. These factors have a significant impact on the revenues and profitability of the 

institutions. 

 

Liquidity: Adequate 

The trust has generated GCA of ₹73.39 crore in FY24. GCA for FY25 is expected to adequately meet SET’s term debt repayment 

obligation of ₹2.59 crore and provide enough headroom for the trust to pursue capital expansion. The Trust has ~₹78 crore of 

unencumbered funds in the form of bank balance and fixed deposits as on March 31, 2024. The average working capital utilisation 

for the trust for the 12-month period ending January 31, 2025, remains negligible. 

 

 

Applicable criteria 

Definition of Default 

Liquidity Analysis of Non-financial sector entities 

Rating Outlook and Rating Watch 

Education 

Financial Ratios – Non financial Sector 

Service Sector Companies 

Short Term Instruments 

 

https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_Jan%202025.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20Entities%20-%20Sept%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Assigning%20Outlook%20or%20Rating%20Watch%20to%20Credit%20Ratings.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Education%20Sector%20December%202024.pdf
https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Service%20Sector%20Companies%20December%202022(14-12-22).pdf
https://www.careratings.com/upload/pdf/get-rated/Rating_of_Short_Term_Instruments_Feb_2025.pdf
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About the company and industry 

Industry classification 

Macroeconomic indicator Sector Industry Basic industry 

Consumer discretionary Consumer services  Other consumer services  Education  

 

SET was founded by the late educationist, M. Jothiprakasam aka MJF. Lion Leo Muthu. The trust which was registered in 1994 

under Sec.10 of the Tamil Nadu Societies Registration Act, 1975, is currently being managed by Trustee (and son of the late 

founder), J. Saiprakash. SET currently operates six educational institutions and is a part of ‘Sairam Group of Institutions’. 

Brief Financials (₹ crore) March 31, 2023 (A) March 31, 2024 (A) December 31, 2024 (UA) 

Total operating income 201.29 224.19 236.00 

PBILDT 70.24 69.09 -- 

PAT 57.55 55.49 -- 

Overall gearing (times) 0.05 0.12 -- 

Interest coverage (times) 20.70 26.43 -- 

A: Audited UA: Unaudited; Note: these are latest available financial results 

Status of non-cooperation with previous CRA: Not applicable 
 

Any other information: Not applicable 

 

Rating history for last three years: Annexure-2 

 

Detailed explanation of covenants of rated instrument / facility: Annexure-3 

 

Complexity level of instruments rated: Annexure-4 

 

Lender details: Annexure-5 

 

Annexure-1: Details of instruments/facilities   

Name of the 

Instrument 
ISIN 

Date of 

Issuance 

(DD-MM-

YYYY) 

Coupon 

Rate (%) 

Maturity 

Date (DD-

MM-YYYY) 

Size of the 

Issue 

(₹ crore) 

Rating 

Assigned and 

Rating 

Outlook 

Fund-based - 

LT-Term Loan 
 - - 30-06-2030 44.04 

CARE BBB+; 

Stable 

Fund-based - 

ST-Bank 

Overdraft 

 - - - 25.00 CARE A3+ 
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Annexure-2: Rating history for last three years 

Sr. No. 

Name of the 

Instrument/Bank 

Facilities 

Current Ratings  Rating History 

Type  

Amount 

Outstanding 

(₹ crore)  

Rating  

Date(s) 

and 

Rating(s) 

assigned 

in 2024-

2025 

Date(s) 

and 

Rating(s) 

assigned 

in 2023-

2024 

Date(s) 

and 

Rating(s) 

assigned 

in 2022-

2023 

Date(s) 

and 

Rating(s) 

assigned 

in 2021-

2022 

1 
Fund-based - LT-

Term Loan 
LT 44.04 

CARE 

BBB+; 

Stable 

- 

1)CARE 

BBB+; 

Stable  

(05-Feb-

24) 

1)CARE 

BBB+; 

Stable  

(02-Feb-

23) 

 

2)CARE 

BBB+; 

Stable  

(05-Apr-

22) 

- 

2 
Fund-based - ST-

Bank Overdraft 
ST 25.00 

CARE 

A3+ 
- 

1)CARE 

A3+  

(05-Feb-

24) 

- - 

LT: Long term; ST: Short term 

 

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable 

Annexure-4: Complexity level of instruments rated 

Sr. No. Name of the Instrument Complexity Level 

1 Fund-based - LT-Term Loan Simple 

2 Fund-based - ST-Bank Overdraft Simple 

 

Annexure-5: Lender details 

To view the lender wise details of bank facilities please click here 

 

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity. 

Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications. 

 

 

https://www.careratings.com/bank-rated?Id=A7aKayhUhBozsqPm/UbYCg==
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Contact Us 

 

Media Contact      
   
Mradul Mishra 
Director 
CARE Ratings Limited 
Phone: +91-22-6754 3596 
E-mail: mradul.mishra@careedge.in 
 
Relationship Contact  
 
Ankur Sachdeva 
Senior Director 
CARE Ratings Limited 
Phone: +91-22-6754 3444 
E-mail: Ankur.sachdeva@careedge.in 
 
 
 

Analytical Contacts 
 
Sandeep P 
Director 
CARE Ratings Limited 
Phone: +91-44-2850 1002 
E-mail: sandeep.prem@careedge.in 
 
Ratheesh Kumar 
Associate Director 
CARE Ratings Limited 
Phone: +91-44-2850 1020 
E-mail: ratheesh.kumar@careedge.in 
 
Athithya Narayanan S 
Analyst 
CARE Ratings Limited 
E-mail: Athithya.narayanan@careedge.in 
 

 

About us:  

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and 

Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable 

position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital 

and enable investors to make informed decisions. With an established track record of rating companies over almost three decades, 

CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the 

methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt 

and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.  

 
Disclaimer: 

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to 

sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor. 

The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible 

sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions 

and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee, 

based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with 

the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the 

partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought 

in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has 

no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the 

terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and 

triggered, the ratings may see volatility and sharp downgrades.  

 

For detailed Rationale Report and subscription information,  

please visit www.careedge.in 

  

 

 

mailto:mradul.mishra@careedge.in
http://www.careedge.in/

