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CRISIL Research assigns IPO grade ‘4/5’ to MT Educare Limited
CRISIL Research has assigned a CRISIL IPO grade of ‘4/5’ (pronounced ‘four on five’) to the proposed
initial public offer (IPO) of MT Educare Limited (MT Educare). This grade indicates that the fundamentals
of the IPO are above average relative to other listed equity securities in India. However, this grade is not an
opinion on whether the issue price is appropriate in relation to the issue fundamentals. The grade is not a
recommendation to buy, sell or hold the graded instrument, or a comment on the graded instrument's future
market price or its suitability for a particular investor.
The assigned grade factors in MT Educare’s strong brand resulting from its established track record and
dominant position in Mumbai coaching industry. The company has evolved from offering a limited number
of courses in a few Mumbai-based branches into a corporate entity offering a plethora of courses across
106 branches (with 85 in Mumbai alone) in Maharashtra, Karnataka and a few other states. The company is
expected to benefit from its strong presence in the Maharashtra coaching market, which is expected to grow
at a healthy rate of 11.6 % to Rs 51 bn over the next four years. The grade also takes into account the cash
rich and non-recessionary nature of the education industry. The company’s process driven operations ensure
scaling of the business without any dilution in the quality of coaching and provide a competitive advantage,
especially over unorganised players. The grade also factors in the company’s plans to further diversify by
adding more products and entry into newer geographies. It has recently forayed into MBA coaching and
plans to enter into the management of a pre-university (PU) college. The successful execution of the new
projects, most of which are at a nascent stage, will accelerate the company’s growth. The grade is also
supported by a strong and professional management team.
However, the company’s geographical concentration and the intense competition offered by the highly
unorganised industry moderate our grade. Nearly 80% of its 106 branches are in Mumbai, hence any adverse
structural change in the education system or regulatory action in the region may hamper its performance.
The low-capital intensive nature of the industry is an encouragement for local teachers to start their own
centers to coach students which leads to the intense competition. Being cash rich, the company’s ability to
identify and integrate future acquisitions with itself remains a key monitorable.
About the company and the issue
MT Educare, promoted by Mr Mahesh Shetty, provides educational coaching services for classes 9 and 10
(state boards, CBSE and ICSE), classes 11 and 12, graduation (commerce), preparatory/entrance tests
(engineering, medical and MBA) and professional courses such as chartered accountancy under the brand
name “Mahesh Tutorials”. Its 106 branches are located across Maharashtra, Karnataka, Gujarat, and Tamil
Nadu. Today, MT Educare is one of the largest coaching service providers in India; it has coached
~58,000 students during 9MFY11.
MT Educare has posted revenue of Rs 840 mn and EBITDA of Rs 196 mn as on 9MFY11. It has reported
PAT of Rs 96 mn and an EPS of Rs 2.8 for 9MFY11. The company is debt free as on 9MFY11.
Out of the total planned IPO proceed of Rs 350 mn, MT Educare will utilise Rs 200 mn for the construction
of a pre-university college in Mangalore, Karnataka; this will be leased to a trust for 30 years who will run
the college. The company is also planning to open branches in 20 locations across Mumbai and Pune for
which it will deploy Rs 50 mn from the IPO proceed.
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About CRISIL IPO Grading
CRISIL IPO (Initial Public Offering) Grading is an opinion on the fundamentals of the graded issue that
reflects CRISIL's independence and expertise. This opinion is expressed as a relative assessment in relation
to other listed equity securities in India. The assessment is based on a grading exercise carried out by
industry specialists from CRISIL Research. A CRISIL IPO Grade 5/5 indicates strong fundamentals and a
CRISIL IPO Grade 1/5 indicates poor fundamentals. CRISIL IPO Grading reflects its assessment of the
graded company's equity fundamentals as distinct from an assessment of debt fundamentals. A CRISIL IPO
Grade should not be construed to mean a comment on the price of the graded security nor is it a
recommendation to invest or not to invest in the graded security.
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About CRISIL Limited
CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services.
We are India’s leading ratings agency. We are also the foremost provider of high-end research to the world’s
largest banks and leading corporations.
About CRISIL Research
CRISIL Research is the country’s largest independent and integrated research house with strong domain
expertise on Indian economy, industries and capital markets. We leverage our unique research platform and
capabilities to deliver superior perspectives and insights to over 1200 domestic and global clients, through a
range of research reports, analytical tools, subscription products and customised solutions.
CRISIL PRIVACY NOTICE
CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfill your request and service your account and to
provide you with additional information from CRISIL and other parts of The McGraw-Hill Companies, Inc. you may find of interest.
For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You can view
McGraw-Hill's Customer Privacy Policy at http://www.mcgraw-hill.com/site/tools/privacy/privacy_english.
Last updated: March 31, 2011
Disclaimer
A CRISIL IPO Grading is a one-time assessment and reflects CRISIL's current opinion on the fundamentals of the graded equity issue in relation to other listed
equity securities in India. A CRISIL IPO Grading is neither an audit of the issuer by CRISIL nor is it a credit rating. Every CRISIL IPO Grading is based on the
information provided by the issuer or obtained by CRISIL from sources it considers reliable. CRISIL does not guarantee the completeness or accuracy of the
information on which the grading is based. A CRISIL IPO Grading is not a recommendation to buy / sell or hold the graded instrument; it does not comment on
the issue price, future market price or suitability for a particular investor.
CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / distributors of
CRISIL IPO Gradings. For information on any IPO grading assigned by CRISIL, please contact 'Client Servicing' at +91-22-33423561, or via e-mail:
clientservicing@crisil.com.
For more information on CRISIL IPO Gradings, please visit http://www.crisil.com/ipo-gradings
This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press release may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right
of distribution of its Press Releases for consideration or otherwise through any media including websites, portals etc.
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