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Birla Sanskriti Trust

Brickwork Ratings reaffirms ratings for the Long Term Bank Loan Facilities of Rs.175.00
Crores of Birla Sanskriti Trust (BST or “The Trust”).

Particulars

Facility**

Amount (Rs. Crs)

Tenure
Rating #

Previous Present Previous  (6 Oct 2020) Present

Fund based -
Long Term Loan 175.00 175.00 Long

Term

BWR BBB-/Stable
(Assigned)

BWR BBB-/Stable
(Reaffirmed)

Total 175.00 175.00 Rupees One Hundred and Seventy Five Crores  Only

#Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
**Details of Bank Loan facilities,consolidation or instruments are provided in Annexure

RATING ACTION/OUTLOOK
BWR has essentially relied upon the Audited financials of BST for FY19, FY20, FY21 and
Projections for FY22, FY23 & FY24, other information as available in the public domain, as
well as information / clarifications provided by the Trust and its bankers, to arrive at the present
ratings.

Brickwork Ratings has reaffirmed the rating of long term bank loan facility of Birla Sanskriti
Trust at BWR BBB- with “Stable” outlook. The rating draws strength from the Trust’s strong
group support of the well known B.K. Birla Group, with strong management experience, along
with its long experience of running six schools in Kolkata, all of which have excellent reputation.
The rating also derives comfort from the timely repayment of term loan obligations through
internal sources, despite operating losses in FY21. Further, the rating also considers the
continued maintenance of escrow account for deposit of school fees with lenders which ensures
debt servicing in a timely manner together with unutilised Debt Service Reserve Account
(DSRA) with three months’ interest obligations.

However, the ratings are constrained by high competition in the education sector, particularly in
Kolkata, deterioration in operating income, as well as operating losses in FY21 on account of
lower admissions and restrictions on collection of fees during the pandemic. The ratings are
further constrained by the weak credit and debt protection metrics, halt in the expansion
activities of Little Steps School, and stretched liquidity.
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The outlook has been considered to be ‘Stable’ as BWR believes that the risk profile of BST will
be maintained over the medium term, indicating that there is a low likelihood of rating change
over the medium term. The rating outlook may be revised to 'Positive' in case the revenues and
profit show sustained improvement. The rating outlook may be revised to 'Negative' if the
revenues further decline and losses continue to affect the financial profile of the company
adversely.

Going forward, the ability of the Trust to improve its total operating income along with
improvement in operating surplus margin, leading to improvement in credit metrics at a
sustained level, would be key monitorables.

KEY RATING DRIVERS

CREDIT STRENGTHS

Strong Group support: The Trust has been founded by the famous B.K. Birla group, and has a
qualified and experienced management team which is equipped to take any decision in the
interests of the Trust. Ms. Manjushree Khaitan, who is a key figure in the B. K. Birla group, Mr.
R.P Pansari and Mr. Prasun Ghosh are the Trustees, and all the trustees have been associated
with the B.K Birla group for long. The Trustees have been accorded requisite powers to carry out
the day to day operations of the Trust, and also to take decisions for its growth - in line with the
vision of the group. The Trust is expected to benefit from the management’s ability to ensure
smooth flow of operations.

Strong presence in Kolkata and Long Experience in Management of schools: The Trust
presently runs six schools which are located in different parts of Kolkata and are all very well
known in the city. Ashok Hall Girls Higher Secondary School and Mahadevi Birla Sishu Bihar,
which have been imparting education for more than six decades and G D Birla Centre for
education, which has been running for close to five decades, are amongst the most popular
schools in the city. The other three schools are also running for more than a decade each. The
total number of students during FY21 for all the schools under the Trust was 11,534
(FY20:12,026).

Repayments on time despite operating losses: The Trust has been able to repay all its
obligations on time despite operating losses in FY21. The same has been managed through
internal sources of the Trust, from the combined receipts of the other schools operating under the
Trust. Going forward also the repayments are expected to be managed by the trustees till the
pandemic situation stabilises and operating revenues increase.

Escrow Account and DSRA: The Trust has created an Escrow account and DSRA with its
Banker. The Escrow account is for the fees and other receipts of its six schools. The DSRA is in
the form of fixed deposit for an amount equal to 3 months’ interest on the term loan of the Trust.
As of March 2020, the Trust has kept fixed Deposits of Rs.4.23 Crs as DSRA, and the same
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balance continues at present. The same has also not been utilised to pay debt obligations in
FY21.

CREDIT WEAKNESSES

High competition in the education sector and the city: The Trust faces competition from all
other established schools in different parts of Kolkata. Consistently maintaining high educational
standards through retention of qualified faculty and increasing the students in a competitive
environment, are the challenges of this Industry.

Decrease in total operating receipts: Total operating receipts of the trust has been increasing
every year. However, in Fy21 the operating receipts declined to Rs. 68.26 crs (FY20: Rs. 97.86
crs). This was owing to the decrease in number of students due to the pandemic situation
throughout the year and since only 80% of the tuition fees was allowed to be collected, as per
government notification.

Deterioration in operating surplus: BST’s Operating Surplus margin deteriorated to -5.93%
during FY21, against 5.41% in FY20. Deterioration in operating surplus margin was mainly on
account of increase in employee expenses and lower operating receipts due to the pandemic
situation which has badly affected the education sector.

Weak credit metrics and debt protection metrics: The credit metrics of the Trust stands weak
as reflected by the ISCR of -0.20 (FY20: 0.18 times) times and DSCR of 0.18 times (FY20:0.44
times). However, the same is likely to improve in the coming years with expected improvement
in operating receipts. With the addition of Rs.175 Crs of debt, the debt protection metrics stands
weak as reflected by the Debt to equity of 4.08 times and Total outside liability to Tangible net
worth of 4.47 times during FY21 against 3.29 times and 3.59 times respectively in FY20.
Deterioration in FY21 was on account of decrease in corpus fund due to negative SAT. Corpus
Fund of the trust has reduced to Rs.47.71 Crs during FY21 when compared to Rs.63.56 Crs in
FY20.
Expansion of Little Steps School halted: The Trust had taken the initiative to further develop
and expand the operations of Little Steps School, The total cost of the project is around Rs.250
Crs and funding of around Rs.175 Crs has already been taken from Indusind bank. However, the
project is currently on hold and the implementation schedule has not yet been finalised due to
current pandemic scenario. But the repayments have started and have been paid on time.

ANALYTICAL APPROACH
For arriving at its ratings, BWR has applied its rating methodology as detailed in the Rating
Criteria given below (hyperlinks provided at the end of this rationale).

RATING SENSITIVITIES
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Positive: Improvement in total operating fee receipts and operating surplus, leading to
improvement in credit metrics, may lead to positive rating action.
Negative: Any further delay in the expansion project which affects the operating surplus or
liquidity of the trust leading to deterioration in credit metrics, may lead to negative rating action.

LIQUIDITY INDICATOR: Stretched

The liquidity position of the company stands stretched as reflected by the low ISCR of - 0.20
times during FY21 (FY20: 0.18 times) and low DSCR of 0.18 times (FY20: 0.44 times). The
current ratio is 6.84 times. The Earnest Money Deposit stood at Rs.187.06 Crs in FY21 from
Rs.242.61 Crs in FY20. This is on account of the expansion project for which the company has
kept security money with the land owners ‘Kesoram Textile Limited’ in order to lock the land
and start their construction. The earnest money will come down gradually with the progress of
the project, and will be converted to an asset through outright sale or long term lease.

The repayment of long term loan during FY21 was Rs.21.75 Crs against negative cash accruals
of Rs. 12.61 Crs only. However, the same was managed from internal sources. The repayment
risk is mitigated by the existence of an escrow account with its lender where fees from all the six
schools are deposited. As per escrow mechanism, the first priority is given to interest, followed
by principal repayment. In addition, the trust also maintains a DSRA of 3 months (interest) with
the bank, in the form of fixed deposits. The DSRA has not been used so far.

ABOUT THE TRUST
Birla Sanskriti Trust (BST), was formed in May 1957 and promoted by Late Mr. B.K.Birla. The
trust is engaged in running educational institutions for more than six decades. It runs six schools
in Kolkata namely Ashok Hall Girls Higher Secondary School, GD Birla Centre for Education,
Mahadevi Birla Shishu Bihar, Little Gems Play School, Little Steps School and Birla Gyan
Mandir. Ms. Manjushree Khaitan, a key person in the B K Birla Group, is one of the Trustees,
along with  Mr. R P Pansari, Mr. Gautam Ganguly and Mr. Ravindra Singh Thapa.
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TRUST FINANCIAL PERFORMANCE
Particulars Units FY20A FY21A
Total Operating Receipts Rs in Crs 97.88 68.26
Operating Surplus Rs in Crs 5.29 -4.05
Net Surplus Rs in Crs -10.37 -15.85
Corpus Fund Rs in Crs 63.56 47.71
Total Debt/Corpus Fund Times 3.29 4.08
Current Ratio Times 8.09 6.84
ISCR Times 0.18 -0.20

NON-COOPERATION WITH PREVIOUS CREDIT RATING AGENCY IF ANY: Nil

Rating History for the last three years

S.No Instrument
/Facility *Current Rating  (30 Nov 2021) Rating History

Type
(Long Term)

Amount
(₹ Crs) Rating 6 Oct 2020 2019

Fund Based
Long Term Loan Long Term 175.00

BWR
BBB-/Stable
Reaffirmed

BWR
BBB-/Stable
Assigned

Not
Rated

Total 175.00 Rupees One Hundred and Seventy
Five Crores Only.

*Please note that advisory was issued on 11 October 2021.

COMPLEXITY LEVELS OF THE INSTRUMENTS

For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf

Hyperlink/Reference to applicable Criteria
● General Criteria
● Approach to Financial Ratios
● Infrastructure Sector
● Short Term Debt

For any other criteria obtain hyperlinks from website
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ANNEXURE 1
Birla Sanskriti Trust

Details of Bank Facilities Rated by BWR
Rs. in Crs IndusInd Bank

Type of Facility for IndusInd Bank Outstanding Loan as on 30.09.2021

Fund Based Term Loan 175.00
Long Term Total 175.00

For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change
the wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone
has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print
or electronic or digital media.

About Brickwork Ratings
Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI] registered Credit Rating Agency and
accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan, Non- convertible / convertible /
partially convertible debentures and other capital market instruments and bonds, Commercial Paper, perpetual
bonds, asset-backed and mortgage-backed securities, partial guarantees and other structured / credit enhanced debt
instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc. BWR has rated over 11,400 medium
and large corporates and financial institutions’ instruments. BWR has also rated NGOs, Educational Institutions,
Hospitals, Real Estate Developers, Urban Local Bodies and Municipal Corporations. BWR has Canara Bank, a
leading public sector bank, as one of the promoters and strategic partner. BWR has its corporate office in Bengaluru
and a country-wide presence with its offices in Ahmedabad, Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai
and New Delhi along with representatives in 150+ locations.

DISCLAIMER : Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank
Loan facilities, Non- convertible / convertible / partially convertible debentures and other capital market instruments
and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and
other structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds,
etc. [hereafter referred to as “Instruments”]. BWR also rates NGOs, Educational Institutions, Hospitals, Real Estate
Developers, Urban Local Bodies and Municipal Corporations.
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BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by BWR
that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and other
reliable sources, which in BWR’s best judgement are considered reliable. The Rating Rationale / Rating Report &
other rating communications are intended for the jurisdiction of India only. The reports should not be the sole or
primary basis for any investment decision within the meaning of any law or regulation (including the laws and
regulations applicable in Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship between the
user and BWR.

The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should not in
any manner be construed as being a recommendation to either, purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and judgement
obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the users of these
Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify, suspend or withdraw the
ratings at any time without assigning reasons for the same.

BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any public
notification, in any form or format although BWR may disseminate its opinion and analysis when deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or
agents (collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no BWR
Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the
results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party disclaims all
express or implied warranties, including, but not limited to, any warranties of merchantability, suitability or fitness
for a particular purpose or use. In no event shall any BWR Party be liable to any one for any direct, indirect,
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or
losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of
any part of the Rating Rationales and/or Rating Reports even if advised of the possibility of such damages.
However, BWR or its associates may have other commercial transactions with the company/entity. BWR and its
affiliates do not act as a fiduciary.

BWR keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of the respective activity. As a result, certain business units of BWR may have information that is not
available to other BWR business units. BWR has established policies and procedures to maintain the confidentiality
of certain non-public information received in connection with each analytical process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities, securities
etc., or from obligors. BWR’s public ratings and analysis are made available on its web site,
www.brickworkratings.com. More detailed information may be provided for a fee. BWR’s rating criteria are also
generally made available without charge on BWR’s website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases, advisories,
communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board of
India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as
amended from time to time.
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