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K- 12 Education: “Young India + Increasing education spend + Literacy growth =
Growing K-12 Market”

The Indian Education sector (IES) has witnessed rampant growth especially since the last decade
led by a mix of macro-economic & demographic factors such as strong economic growth, greater
proportion of youth comprising the Indian populace, growing Private Final Consumption
Expenditure (PFCE) on education etc. Of the said growth, the contribution of K-12 & Higher
education segment has remained the highest. Going forward, CARE Research expects the growth

momentum in the K-12 educational space to continue owing to the following factors:

. Population in the age group 5-19 years (K-12 target population age) comprising
approximately 30% of the Indian population represents huge target market both in the

immediate as well as long run

. Growing proportion of country’s middle class population implying higher propensity to
spend on child’s education. The per capita public expenditure on secondary education has
increased from Rs.315 in FY08 to Rs.784 in FY12

. Lower enrolment rates especially at the upper primary level as compared to other
developed nations of the world (with enrolment rates > 90%) owing to the drop-out rate
post the primary education remaining high especially in rural India

. Increase in expenditure outlay during the XII* plan period earmarked by the Government
of India (Gol) for the Primary & Secondary education

. Greater role of private entrepreneurs / institutes in the K-12 educational space through

Public-Private Partnership

In view of the above-mentioned factors together with the Gol's vision to universalize K-12
education in the country, the XII'" plan envisages the following for the growth of Primary &
Secondary education:
- Integration of pre-school education with primary schooling for the overall development of
child right from the early stage
= Strive to achieve Gross Enrolment Ratio (GER) > 90% at the secondary level and 65% in the
higher secondary level by FY17; much in line with the global trends
. Reduction in drop-out rates to <25% by FY17
. Promoting the use of technology in education through the introduction of Information &
Communication Technology (ICT) in schools
. Focus on teacher training so as to familiarise them with real- life classroom situation
. Implementation of common school curriculum & syllabus across all the schools in the

country especially for studies relating to science, maths & english

(&%E Ratings

Professional Risk Opinion



%@E Ratings Press Release — Education Industry

Owing to the huge target population and the vastness of the country, the spread of K-12 institutes
within the nation together with the achievement of above mentioned reforms in the education
system represents a humongous task for the Gol thereby necessitating the entry of private players
in the K- 12 space. Of late, the Gol has welcomed the entry of private players for the development
of school infrastructure, teacher training etc. Correspondingly, CARE Research expects the private
schools in the country to grow from 2.7 lakh during FY12 to 3.2 lakh during FY16 at a CAGR of 4%
implying an addition of 0.47 lakh schools during the said period. Of the same, the number of
private unaided schools is expected to rise from 2.0 lakh during FY12 to 2.4 lakh during FY16 at a
CAGR of 4.9%. Uptill FY16, the private unaided schools are expected to comprise 76.6% of the total
private schools in the country with addition of 43,000 schools during the period FY12-16. CARE
Research expects the number of private aided schools to increase from 0.71 lakh during FY12 to
0.75 lakh during FY16 at a CAGR of 1.2%. The private aided schools are expected to comprise
23.4% of the total private schools in the country during FY16 with an addition of 4,000 schools
during the period FY12-16.

CARE Research expects the addition of private schools (both aided & unaided) to grow at a faster
pace as compared to the government schools. In view of the same, CARE Research believes that the
government schools though would undoubtedly continue to account for the major proportion of
the total schools in the country, however, the share of the government schools would decline to
79.1% of the total schools in India by FY16 from 79.9% during FY12.
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However, CARE Research expects the private entrepreneurs / institutes venturing in to the K-12

segment to be faced issues such as:

. Gol’s regulation of establishment of K- 12 institutes for ‘not-for-profit’ motive thereby
requiring such private institutes to channelize profits through other companies operating as
service providers to the K- 12 institute

. Land acquisition norms leading to considerable time as well as cost over-run

. Requirement of multiple licenses from varying authorities at the State-level in the absence

of a single-window clearance system.

Overall in the K-12 educational segment, CARE Research expects the target population in the age
group of 4-18 years to account for approximately 27.9% of the total Indian population by FY16. In
addition, the increase in spending (public + private) on K- 12 education together with the growing
number of establishments of K-12 institutions across the country is expected to provide a further
thrust to the K-12 education market in India. Correspondingly, CARE Research expects the market
size of K-12 education in India to increase from Rs.1.32 lakh crore during FY12 to Rs.2.34 lakh crore
during FY16 at a CAGR of 15.3% during the said period.
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Disclaimer

This report is prepared by CARE Research, a division of Credit Analysis & REsearch Limited [CARE]. CARE Research has taken utmost care to ensure accuracy and
objectivity while developing this report based on information available in public domain. However, neither the accuracy nor completeness of information contained in
this report is guaranteed. CARE Research operates independently of ratings division and this report does not contain any confidential information obtained by ratings
division, which they may have obtained in the regular course of operations. The opinion expressed in this report cannot be compared to the rating assigned to the
company within this industry by the ratings division. The opinion expressed is also not a recommendation to buy, sell or hold an instrument.

CARE Research is not responsible for any errors or omissions in analysis/inferences/views or for results obtained from the use of information contained in this report and
especially states that CARE (including all divisions) has no financial liability whatsoever to the user of this report. This report is for the information of the intended
recipients only and no part of this report may be published or reproduced in any form without prior written permission of CARE Research.

Credit Analysis and Research Limited proposes, subject to receipt of requisite approvals, market conditions and other considerations, to make an initial public offer of its
equity shares and has filed a draft red herring prospectus (“DRHP”) with the Securities and Exchange Board of India (“SEBI”). The DRHP is available on the website of
SEBI at www.sebi.gov.in as well as on the websites of the Book Running Lead Managers at www.investmentbank.kotak.com, www.dspml.com, www.edelcap.com,
www.icicisecurities.com, www.idbicapital.com, and www.sbicaps.com. Investors should note that investment in equity shares involves a high degree of risk and for
details relating to the same, see the section titled “Risk Factors” of the DRHP.

This press release is not for publication or distribution to persons in the United States, and is not an offer for sale within the United States of any equity shares or any
other security of Credit Analysis & Research Ltd. Securities of Credit Analysis & Research Ltd., including its equity shares, may not be offered or sold in the United States
absent registration under U.S. securities laws or unless exempt from registration under such laws.
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