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Details of facilities in Annexure-1

Detailed Rationale and key rating drivers

The rating assigned to the bank facilities of Aviral Education Welfare and Cultural Society is constrained by short track
record with small scale of operations, weak financial risk profile, operations concentrated to a single geographical area
with increasing competition from established and upcoming educational institutes, regulatory risk associated with the
education sector and stretched liquidity position. The ratings, however, draw comfort from experienced and well qualified
members of the society, well established infrastructure coupled with qualified teaching staff and favorable demographic &
socio- economic factors.

Rating Sensitivities

Positive Factors

e Increase in the scale of operations as marked by total operating income to around Rs. 5 crore on sustained basis.

e Improvement in profitability margins marked by PBILDT and PAT margins to around 12% and 4% respectively on
sustained basis

Negative Factors
e Anyincremental debt leads to deterioration in the capital structure which in turn further deteriorate the gearing to
above 2 times.

Detailed description of the key rating drivers

Key Rating Weakness

Short track record with small scale of operations

As the operations were started in April 2017, the scale of operations of the society remained small marked by total
operating income of Rs.1.25 crore during FY19 as against Rs.0.05 crore during FY18. The small scale limits the society’s
financial flexibility in times of stress and deprives it from scale benefits. Further, it has achieved TOI of Rs.1.45 crore in
9MFY20. AEWCS has a total strength of 186 students in school in the current academic session AS2019-20.

Weak financial risk profile

As the society is in initial stage of operations and high cost incurred leads to weak profitability margins of the society in
FY19. The PBILDT margin stood weak at 9.44% in FY19. The deterioration in the PAT margin was on account of higher
interest.

As on March 31, 2019 the capital structure of the society comprises of vehicle loan, term loan and unsecured loans of
Rs.0.42 crore, Rs.25.05 crore and Rs.10.86 crore respectively. The coverage indicators of the company stood weak as
marked by interest coverage of 0.04x for FY19. However, the debt servicing is done through unsecured loans of Rs. 10.86
crores.

Liquidity analysis: Stretched

Liquidity is stretched on account of low cash and bank balance of Rs.0.73 crore as on March 31, 2019. The current and
quick ratio stood 0.09x and 0.09x as on 31 March, 2019 as against 0.07x and 0.07x in 31 March, 2018 respectively.
Operations concentrated to a single geographical area with increasing competition from established and upcoming
educational institutes

AEWCS has its school within a single campus located in Ghaziabad, U.P which limits the reach penetration level for the
society to tap opportunities. Further, due to increasing focus on education in India, a number of schools have been
opened up in close proximity. This exposes the revenue of AEWCS to competition from other schools.

1Complet‘e definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
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The ability of AEWCS to enroll the projected number of students at a competitive fee structure depends on its capability
to distinguish itself and leverage on its established brand name in the market.

Regulatory risk associated with the education sector

Despite the increasing trend of privatization of the education sector in India, regulatory challenges continue to pose a
significant threat to the educational institutes. The regulatory authority for the schools, CBSE, functions under the
supervision of the Controlling Authority, which is vested with the Secretary (Education), Government of India, and
Ministry of Human Resource Development.

Key Rating Strengths

Experienced and qualified members of the society

Mr. Ramandeep Singh is the current president of the society and has around one decade of experience in running
education institution. Mr. Panchanan Mali (Manager Accounts) is a Post graduate by education and has an experience
more than a decade in education industry. Further, they get support from other qualified members in the field of social
work to carry out the day-to-day operations.

Well established infrastructure coupled with qualified teaching staff

The school has modern infrastructure featured with smart classrooms, computer laboratories, library, auditoriums,
resource center etc. This helps the school in offering all round development to the students. Further, AEWCS has
employed experience teaching and administrative staff to support day to day operations.

Favorable demographic & socio- economic factors

In terms of demographic profile, India remains one of the youngest nations in the world with 37.9% of its population in
the 5-24 years age bracket i.e. the age group comprising the student population. In addition, other socio- economic
factors such as growing personal disposable income of the Indian households, growing contribution of the services sector
to India’s GDP thereby requiring greater number of qualified youths has further provided an impetus to the growth of
educational institutes in the country.

Analytical Approach: Standalone

Applicable Criteria:

Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings
CARE’s Policy on Default Recognition

Rating methodology for Education sector

Financial ratios — Non-Financial Sector

About the Society

Aviral Education Welfare and Cultural Society (AEWCS) was registered as an educational society in July, 2007 under
Societies Registration Act, 1860 with an objective to provide education services by establishing and operating an
educational institution and started its commercial operations in April, 2018. The society operates a school under the
name of Delhi Public School (DPS) with a single campus spread over at 1.089 acre of land located at Ghaziabad, Uttar
Pradesh. AEWCS located in Ghaziabad, Uttar Pradesh was established for providing primary and secondary education
from Nursery to standard XIl. The campus of the society is well equipped with modern classrooms, auditorium, library,
computer centres, and resource centre etc. The school is affiliated to Central Board of Secondary Education (CBSE). The
society has around 30 teaching staff and 30 administrative & supportive staff. AEWCS has a total strength of 186 students
in school in the current academic session AS2019-20.

Brief Financials (Rs. crore) FY18 (A) FY19 (A)
Total operating income 0.05 1.25
SBILDT -0.15 0.12
Surplus -0.36 -2.88
Overall gearing (times) -49.92 -10.57
Interest coverage (times) -0.71 0.04

A: Audited, Prov.: Provisional

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2
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Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the | Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Term - - June 2026 27.72 CARE B; Stable
Loan
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No. Instrument/Bank Type Amount Rating | Date(s) & | Date(s) & | Date(s) & | Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in | assigned in | assigned in | assigned in
2019-2020 | 2018-2019 | 2017-2018 | 2016-2017
1. [Fund-based - LT-Term LT 27.72 CARE B; - - - -
Loan Stable

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
This classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome
to write to care@careratings.com for any clarifications.

Contact us
Media Contact
Mradul Mishra

Contact no.: +91-22-6837 4424
Email ID: mradul.mishra@careratings.com

Analyst Contact

Name: Mr. Amit Jindal
Contact no.: +91- 11-4533 3228
Email ID: amit.jindal@careratings.com

Business Development Contact

Name: Ms. Swati Agrawal
Contact no.: +91-11-4533 3200
Email ID: swati.agrawal@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading
credit rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also
recognized as an External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of
its rightful place in the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum
of credit rating that helps the corporates to raise capital for their various requirements and assists the investors to form
an informed investment decision based on the credit risk and their own risk-return expectations. Our rating and grading
service offerings leverage our domain and analytical expertise backed by the methodologies congruent with the
international best practices.

CARE Ratings Limited


mailto:mradul.mishra@careratings.com
mailto:amit.jindal@careratings.com
mailto:swati.agrawal@careratings.com

&@E Ratings

Press Release | Professianal Risk Opinson

Disclaimer

CARE'’s 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and
reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose
bank facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital
deployed by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo
change in case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the
financial performance and other relevant factors. CARE is not responsible for any errors and states that it has no financial
liability whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may
involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if
triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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