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CARE B+; Stable Assigned
Long-term Bank Facilities 49.42 (Single B Plus;

Outlook: Stable)

49.42
Total Facilities (Rupees Forty Nine crore and
Forty Two lakh only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating assigned to the bank facilities of Sanaka Educational Trust (SET) is constrained by its small scale of operations
with limited experience in healthcare segment, project implementation risk, weak liquidity position and leveraged capital
structure with moderate debt protection metrics. The rating also factors in its constitution as a trsut, moderate
enrolment rate in its educational institute, moderate occupancy in hospital, high vulnerability to treatment-related risk
and regulated nature of the industry. The rating, however, derives strength from decade long track record of the trust in
running educational institutes, association of experienced faculties along with moderate infrastructure and improvement
in financial performance during FY15 (refers to the period April 1 to March 31) to FY17 (Provisional).

The ability of the trust to commence medical college operations and to improve the liquidity position with no further debt
funded Capex plan are the key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Weaknesses

Limited experience in healthcare segment: The promoters lack the experience of managing a hospital.

Small scale of operations: SET’s scale of operations has increased over the last three years; however, it continues to be a
relatively small player in the education and healthcare sector with total operating income of Rs.44.21 crore in FY17
(Provisional). The total capital employed also remained low at Rs.85.31 crore as on March 31, 2017(Provisional).

Constitution as Trust: SET being formed as a trust is subjected to lesser level of regulations and lacks the flexibility to
raise capital.

Project implementation risk: SET is undertaking a project for creating the requisite infrastructure for setting up a Medical
College cum Hospital, Sri Ramkrishna Institute of Medical Sciences (SRIMS) and Sanaka Hospitals in phases at Durgapur,
West Bengal. Sanaka Hospitals has already started (from January 2016) operations with 330 beds. The project started in
July 2015 and is expected to be completed in phases by September 2021 at an envisaged cost of Rs.187.89 crore to be
financed by term loans of Rs.45.50 crore, equity of Rs.36.57 crore and internal accruals of Rs.105.82 crore at debt equity
of 0.32:1. In first phase, the trust has planned to covert its existing campus of Engineering, Architecture & Diploma
College into hospital and constructs new buildings for medical college and existing Engineering, Architecture & Diploma
Colleges. The total cost of phase | is envisaged at Rs.64.35 crore to be financed by promoter’s contribution of Rs.18.85
crore and term loans of Rs.45.50 crore at a debt equity of 2.41:1. However, financial closure in respect of Rs.40.42 crore is
already in place. SET managed to start the hospital operations from January 2016.

The trust has already incurred around Rs.60.71 crore (around 94% of the total project cost (Rs.64.35 crore) envisaged for
phase 1) towards the construction of such project till March 31, 2017. The medical college is expected to start from
September 2017 subject to MCl approval.

High vulnerability to treatment-related risks: Healthcare is a highly sensitive sector where any mishandling of a case or
negligence on the part of any doctor and/or staff of the unit can lead to distrust among the masses.

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Moderate enrolment rates in educational institutes and moderate occupancy in hospital: The enroliment in B.Tech
streams remained low (in the range of 54%-67%) over the past three years. The enroliment rate for diploma courses
remained moderate at around 85% during the same period. Furthermore, the enrollment in Rani Rashmoni School of
Architecture also witnessed a declining trend over the past three years and remained low at 68% in FY17. Moreover, the
occupancy rate remained moderate for Sanaka Hospitals at around 70% in its initial period of operations.

Weak liquidity position: The liquidity position of the trust remained under pressure over the past years due to use of
internal accruals to fund the on-going project. Furthermore, presently, the hospital operations are largely dependent on
its tie-ups with the central government for schemes like ESIC, Rashtriya Swasthya Bima Yojna (RSBY)) and with the state
government for its ‘Sastho Sathi’ schemes. For these schemes, bills are directly made to the central or state government.
However, the payment periods are stretched which creates a working capital gap for the trust and puts pressure on the
liquidity position.

Leveraged capital structure with moderate debt protection metrics: The capital structure of the trust remained
leveraged as on the past three account closing dates owing to its continuous debt-funded capex for improvement in the
infrastructure and setting up of medical college and hospital. Total debt/GCA remained moderate and improved from
10.25x in FY15 to 4.80x in FY17 (Prov.) mainly due to improved cash accruals over the same period.

Regulatory nature of the industry: Despite the increasing trend of privatisation of education sector in India, the sector
continues to operate under stringent regulatory control. Accordingly, the players, at times, find it difficult to realize their
plans or cope up with the framework resulting in failure of the institution. Hence, regulatory challenges continue to pose
a significant risk to educational institutions as they are highly susceptible to changes in regulatory framework.

Key Rating Strengths

Decade long track record of the trust in running educational institutes: SET has been in operation since the year 2008
and has gradually grown from a single institute to a group of institutes imparting education in various disciplines as well
as running a hospital. Trustees of SET are experienced businessmen and renowned people in the Durgapur area.
Presently, the day-to-day affairs of SET is looked after by Mr Partha Pobi (President, son of Mr Tapan Kr Pobi, founder) B.
Tech, having about a decade long experience in the organization with required support from other experienced and
qualified trust members.

Association of experienced faculties and reputed doctors along with moderate infrastructure with modern technology
: The faculties have requisite experience in their area of discipline. Furthermore, all the institutes under SET have modern
infrastructure including furnished hostels for boys and girls, transport & canteen facilities and latest tools & technologies.
Sanaka Hospitals is a hospital with various departments. The hospital is equipped with state-of-the-art equipments,
research laboratories and well-trained staff.

Improvement in financial performance during FY15- FY17 (Provisional): SET’s total operating income has grown at a
CAGR of 62.4% during FY14-FY17 and witnessed an significant increase of about 147% y-o-y from Rs.17.92 crore in FY16 to
Rs.44.22 crore in FY17 (Provisional). As a result, surplus before interest & depreciation (SBID) also improved from Rs.9.87
crore in FY16 to Rs.20 crore in FY17 (Prov.). The SBID margin remained healthy and stable in the range of at about 44% -
55% in the past three years (FY14-FY16). However, with lower absorption of fixed overheads which led to decline in SBIDT
margin from 55.08% in FY16 to 45.23% in FY17 (Provisional). Interest coverage ratio improved from 2.48x in FY15 to 3.05x
in FY16 as sharp increase in SBID more than offset the impact of increase in interest cost. In FY17 (Provisional), SET
reported GCA of Rs.13.78 crore (improved from Rs.6.23 crore in FY15) vis-a-vis debt repayment obligation of Rs.9.86
crore.

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition
Financial ratios — Non-Financial Sector

About the Trust
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SET, registered under Indian Trust Act, 1882, was established in December 2006 by Durgapur-based (West Bengal) Mr
Tapan Kr Pobi along with his family members for the purpose of imparting education and other charitable purposes. The
trust commenced its operation in August 2008 with an engineering college, named Institute of Engineering & Industrial
Technology (IEIT), Durgapur. In the year 2010, the institute was converted to AICTE approved integrated campus and the
name was subsequently changed to Sanaka Educational Trust’s Group of Institutions (SETGOI). Subsequently, Swami
Vivekananda School of Diploma and Rani Rashmoni School of Architecture for Diploma & B.Arch courses, respectively,
were also started as part of the integrated campus. Currently, SET is undertaking a project for creating the requisite
infrastructure for setting up a Medical College cum Hospital, Sri Ramkrishna Institute of Medical Sciences (SRIMS) and
Sanaka Hospitals in phases at Durgapur, West Bengal. Sanaka Hospitals has already started (from January 2016)
operations with 330 beds. Furthermore, SET has received consent for in-principal affiliation from, ‘The West Bengal
University of Health Sciences’ for its proposed introduction of 150 seats in “MBBS” course subject to approval of MCI for
medical courses, which is still pending.

As per the audited results for FY16, SEL reported a net surplus of Rs.4.27 crore on a total operating income of Rs.17.92
crore as against net surplus of Rs.1.80 crore on a total operating income of Rs.13.01 crore in FY15. Based on the
provisional results for FY17, SEL reported total operating income of Rs.44.22 crore and a net surplus of Rs.10.09 crore.

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

Rating History for last three years: Please refer Annexure-2

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.

Analyst Contact:
Name: Mr Anil More

Tel: 033-4018 1623
Mobile: 8444867144
Email: anil.more@careratings.com

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

Disclaimer

CARE'’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. 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.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is 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.
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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 - Mar,2025 49.42 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
2017-2018 | 2016-2017 | 2015-2016 | 2014-2015
1. [Fund-based - LT-Term LT 49.42 CARE B+; - - - -
Loan Stable
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AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
Satellite, Ahmedabad - 380 015

Cell: +91-9099028864

Tel: +91-79-4026 5656

E-mail: deepak.prajapati@careratings.com

BENGALURU

Mr. V Pradeep Kumar

Unit No. 1101-1102, 11th Floor, Prestige Meridian II,
No. 30, M.G. Road, Bangalore - 560 001.

Cell: +91 98407 54521

Tel: +91-80-4115 0445, 4165 4529

Email: pradeep.kumar@careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: +91 99888 05650

Tel: +91-172-5171 100 / 09

Email: anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: 491 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : +91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur - 302 016.

Cell: 491 — 95490 33222

Tel: +91-141-402 0213/ 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal@careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
Shivaji Nagar, Pune - 411 015.

Cell: +91-98361 07331

Tel: +91-20- 4000 9000

E-mail: pratim.banerjee@careratings.com
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