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Rating Rationale 
 

 

Brickwork Ratings assigns ‘BWR BBB+ (SO)’ rating for Bank Credit 

Facilities aggregating ₹  266.05 Cr of Digital Venture Pvt Ltd.  

 

Brickwork Ratings (BWR) has assigned the Rating1 of BWR BBB+ (SO) (Pronounced 

BWR Triple B Plus Structured Obligation) with a stable outlook for the long term Bank credit 

facilities of ₹  266.05 Cr of Digital Ventures Pvt Ltd. (“DVPL” or “the Company”), availed  

from Axis Bank.   
 

Facility 
Limits  

(Amt in Cr) 
Tenure Rating 

Term Loan  266.05 Long Term 

BWR BBB+(SO) 
 [Pronounced BWR Triple B Plus 

(Structured Obligation)]  
 

Outlook- Stable 

Total 
   266.05  (INR Two Hundred & Sixty Six Crores and Five Lakhs 

only) 
 

BWR has relied upon DVPL’s audited financial results of up to FY14, projected financials of 

upto FY17, project cash flow, and the information/clarifications provided by the Company. 

 

The rating of the long-term bank facilities of Rs.266.05 crore of DVPL factors in the credit 

enhancement in the form of an unconditional and irrevocable Corporate Guarantee extended 

by Zee Learn Limited (ZLL) to the lenders of DVPL for repayment of the obligations on the 

bank facilities. 

 

The rating continues to derive strength from strong parentage (Essel group) which has 

presence in broadcasting, distribution, programming and packaging with Zee Entertainment 

Enterprises (ZEEL, rated BWR AA+/Stable) as its flagship company, ZLL’s growing 

recognition of the brands in the field of school education, favourable demand-supply factors 

for quality school education in the country, and deferred repayment obligations to ease 

liquidity pressure & help the company to stabilize the operations of its subsidiary. The rating 

also reflects promoter’s ability to infuse capital as per business requirement.  

The rating is however constrained by modest financial profile marked by average debt 

protection metrics, increasing competition in the business of school education, and the 

inherent risks associated with the combined structure of ‘not-for-profit’ and ‘commercial’ 

businesses.  

 

Background  

Digital Ventures Private Limited (DVPL) is a wholly-owned subsidiary of Zee Learn Limited 

(Rated BWR BBB+/Stable). DVPL has raised funds from banks to construct building and  
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provide infrastructure which is required for running school. Currently, DVPL is executing 

school projects at following locations– Bandra Kurla Complex (BKC, Mumbai), Goa, 

Bhatinda, Karnal, Patiala and Nagpur. DVPL owns the infrastructure assets which are leased 

to schools run by various trusts belonging to the promoters. The Board of Directors of DVPL 

are Mr. Dinesh Kanodia, Mr. Anil Kumar Jain and Mr. K V S Seshasai. 

 

Details of Zee Learn Ltd, the parent and guarantor: 

Zee Learn Limited (ZLL) is a part of the Essel group and was incorporated in the year 2010. 

It is a child development and education company which operates K-12 schools under the 

brand name “Mount Litera Zee Schools”, pre-schools under name “Kidzee”, and vocational 

academy “ZICA” and “ZIMA”. ZLL also acts as a consultant to local entrepreneurs who wish 

to setup K-12 schools, Kidzee pre-school and provides end to end education management 

and advisory services. ZLL runs programs in 1) Early Childhood Education, 2) School 

Education, 3) Activity based Learning centers, 4) Vocational training in Media and Design; 

through partnerships/franchising and through running its own institutes.  

 

The Group follows a structure of both Company Owned and Company Operated (COCO), as 

well as Franchisee models.  It has 12 schools under the COCO model (6 Kidzee, 5 Mount 

Litera Zee and 1 Mount Litera Zee International schools), which are operated by various 

Trusts or Societies, with ZLL providing management services, and 2031 Signed up 

Franchisee schools ( 1496 Kidzee and  160 Mount Litera Zee schools).  

  

The current student strength of Kidzee in an academic year has reached to 100,000 and over 

350000 students have been serviced till date and the current strength of MLZs has touched 

~ 23,000. With annual addition of 250 operational Preschools and 15 K-12 schools, the 

company will be on continuous growth trajectory in coming years. As on March 31, 2014, 

ZLL has one subsidiary Digital Ventures Private Limited (DVPL), which is engaged in 

owning, developing and leasing the school infrastructure and ancillary assets required by the 

schools under the COCO model. 

 

Ownership & Management of ZLL: 

ZLL is a publicly listed company with the promoters holding about 61.77% of the shares, 

though a clutch of group’s investment companies.  The rest is held by FIIs and other public 

share-holders. The board comprises of professional academics and others experienced in the 

fields of administration, business and finance.  Mr. Subodh Kumar is the Chairman of the 

Board, and there are 4 other directors. There is a professional management team, headed by 

Mr. KVS Seshasai as the CEO. 

 

Financial performance of DVPL: 

During FY14 DVPL post the revenue of Rs. 2.14 crs as all the schools were at initial stage of 

operations. DVPL recorded net loss of Rs. 0.61 crs for FY14. Going ahead revenues of DVPL 

is expected to improve significantly as all the schools are expected to start operations in Full  
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swing. The company is expected to record profit at net levels going ahead from FY15.  TNW 

of the company as of FY14 stood at 209.81 Cr, whereas the company has debt of Rs. 182.31crs 

as on FY14.  The debt essentially comprises of Term Loans availed from Axis Bank for the 

purpose of construction of schools.  Debt equity ratio of the company for FY14 stands at 0.9x.  

Debt level of the company is expected to increase in FY15 as the loans were partially 

disbursed, and full amount will be drawn in current year for completion of BKC Mumbai 

School. The company has enough cushion as majority of debt component has deferred 

repayment schedule starting from FY18. 

 

During FY14, ZLL posted a total income of Rs.122.36 crore and net loss of Rs.1.33 crore 

compared to total income of Rs.100.70 crore and net loss of Rs.21.22 crore in FY13. 

Furthermore, for  9M FY15 period ZLL posted a total income of Rs.79.89 crore and PAT of 

Rs.5.80 crore compared to total income of Rs.80.13 crore and PAT of Rs.0.40 crore for 

9MFY14.  ZLL has a current outstanding rating of BWR BBB+ (Stable) 

 

Outlook 

Educational business is a regulated activity, and hence, structuring it in a manner where 

costs are covered and there is a return on the investment, requires careful planning.  The 

Group operates this through some Trusts/Societies, asset owning company/ies and funding 

or servicing providing company.  Hence, the Group’s ability to increase its reach, establish 

brands and generate enough surplus to be able to service debt becomes important. The 

outlook for DVPL is expected to be stable over the coming year, based on projected revenues 

of the school running entities.  BWR expects the parent company ZLL to step in for any 

shortfall in receipts of DVPL, based on the corporate guarantee provided.  
 

Analyst Contact Relationship Contact 

analyst@brickworkratings.com425-24 bd@brickworkratings.com 

Phone Media Contact 

1-860-425-2742 media@brickworkratings.com 

 

 

 

 

 
Disclaimer: Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and other reliable sources, 
which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion; however, it does not examine the precision or 
completeness of the information obtained. And hence, the information in this report is presented “as is” without any express or implied 
warranty of any kind. BWR does not make any representation in respect to the truth or accuracy of any such information. The rating assigned 
by BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and BWR shall not be liable 
for any losses incurred by users from any use of this report or its contents. BWR has the right to change, suspend or withdraw the ratings at 
any time for any reasons. 
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