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Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating assigned to the bank facilities of Shanti Hospital (SH) factors in the on-going delay in servicing its term loan debt
obligations. The rating also continuous to be tempered by small scale of operations, high vulnerability to treatment-related
risks and regulatory risks, highly competitive due to organized and established players and Constitution of the entity as a
partnership firm with inherent risk of withdrawal of capital.

Rating Sensitivities

Positive Factors (Factors that could lead to positive rating action/upgrade)

e Timely servicing of debt obligations for more than 90 days

Detailed description of the key rating drivers

Key Rating Weaknesses

Ongoing delays in servicing debt obligations

As per bank statement analysis, it is observed that there were delays of 1- 2 days in servicing term loan debt obligations along
with penal charges.

Small scale of operations although increase in total operating income during FY20

The total operating income of the firm increased during the year FY20 and stood at Rs. 10.65 crore as compared to Rs.10.05
crore in FY19 on back of increase in number of patients being served by the hospital during FY20.

High vulnerability to treatment-related risks and regulatory 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. Thus, all the healthcare providers need to monitor each case diligently and
maintain high operating standard to avoid the occurrence of any unforeseen incident which can damage the reputation of the
hospital to a large extent. Further, the operations of hospital are subject to various rules and regulations laid by respective
authorities at State and Central government level. Any instance of non-compliance of these rules and regulations would impact
the operations of hospital resulting into deterioration of financial risk profile of the company.

Highly competitive due to organized and established players

The hospital industry is highly competitive with a large number of established organized players and their growing network.
The healthcare and specialty hospitals sector mainly comprises of large national level players, organized regional players,
government hospitals, charitable trusts and a large number of nursing home and Multi-specialty clinics making it highly
competitive.

Constitution of the entity as a partnership firm with inherent risk of withdrawal of capital

The firm being a partnership firm is exposed to inherent risk of capital withdrawal by the partners, due to its nature of
constitution. Further, any substantial withdrawals from capital account would impact the net worth and thereby the financial
profile of the firm. The partners have withdrawn capital of Rs.0.46 crore during FY20.

Key Rating Strengths

Qualified and experienced partners for more than three decades in medical professional services

SH is promoted by Dr. Rajendra Patil and Dr. Sunil Biradar Patil. Dr. Rajendra Patil and Dr. Sunil Biradar Patil both are
Pediatricians, and have more than three decades of experience and more than one decade of experience respectively with this
entity. The firm has well qualified and experience staff to serve its patients.

Satisfactory profitability margins

The PBILDT margin has improved by 30 basis points and stood at 29.19% in FY20 as compared to 28.89% in FY19. The PAT
margin of the firm declined by 12 basis points and stood at 18.97x in FY20 as against to 19.09% in FY19 due to absorption of
finance cost, depreciation costs albeit to increase of PBILDT in absolute terms.

Moderate Capital structure and comfortable debt coverage indicators

The overall gearing of the firm stood comfortable at 1.21x in FY20 against 1.29x in FY19. The debt profile of the firm consists
of working capital borrowings of Rs. 0.46 crore, interest free unsecured loans of Rs. 0.30 crore and term loan of Rs. 9.05 Crore
as on March 31, 2020. The interest coverage ratio of the firm although deteriorated stood comfortable at 10.13x in FY20 as
against 15.01x in FY19 due to increase in interest cost during the year. Further, total debt/GCA also deteriorated and stood at
3.52xin FY20 as against 3.07x in FY19 on account of increase in total debt as on March 31, 2020.
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Liquidity: Stretched- liquidity marked by tightly matched accruals to repayment obligations, low cash balance of Rs. 0.10 Crore
and below unity current ratio of Rs. 0.11x as on March 31, 2020. Further, the firm had availed moratorium announced by RBI
on its debt obligations from March 01, 2020 to August 31, 2020.

Analytical approach: Standalone

Applicable criteria:

Definition of Default

Financial Ratios — Non financial Sector

Rating Outlook and Credit Watch

Liquidity Analysis of Non-Financial Sector Entities
Rating Methodology- Service Sector Companies

About the Company

Shanti Hospital (SH) initially started its operations in 1986, with a constitution of Hindu Undivided Family (HUF), and was then
known as Shanti Children Hospital. Later, the entity was converted into Partnership firm in 2008. In 2011 the firm changed its
name to current nomenclature. Currently, SH has 100 beds, operational in Bagalkot, Karnataka and is promoted by Dr. Rajendra
Patil and Dr. Sunil Biradar Patil. It is a Multi-Specialty Hospital spread across a cumulative area of 35,000 sq. ft. with modern
equipment and infrastructure.

Brief Financials (Rs. crore) FY19(A) FY20(A)
Total operating income 10.05 10.65
PBILDT 2.90 3.11
PAT 1.92 2.02
Overall gearing (times) 1.29 1.21
Interest coverage (times) 15.01 10.13
A: Audited;
Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2
Annexure-1: Details of Instruments/Facilities
Name of the Date of Coupon Maturity SIZE:::he Rating assigned along
Instrument Issuance Rate Date with Rating Outlook
(Rs. crore)
Fund-based - LT-Term Loan - - April 2032 6.50 CARE D
Fund-based - LT-Term Loan - - April 2030 8.50 CARE D
Annexure-2: Rating History of last three years
Current Ratings Rating history
St Name of the Type Amount Rating | Date(s)& | Date(s)& | Date(s)& | Date(s)&
No Instrument/Bank . Rating(s) Rating(s) Rating(s) Rating(s)
. ilities Outstanding R . . . . x . "
Faciliti (Rs. crore) assigned in | assigned in | assigned in | assigned in
) 2020-2021 | 2019-2020 | 2018-2019 | 2017-2018
1)CARE BB-; | 1)CARE BB-;
1. Eg;‘: based -LT-Term | 6.50 CARED - Stable Stable -
(06-Mar-20) | (05-Mar-19)
1)CARE BB-;
2. Eg;‘:'based SLTTerm g 8.50 CARED - Stable - -
(06-Mar-20)

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

Annexure 4: Complexity level of various instruments rated for this Firm

Sr. No.

Name of the Instrument

Complexity Level

Fund-based - LT-Term Loan

Simple

CARE Ratings Limited



https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_18June%202020.pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch%20_30May%202020.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2020.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Service%20Sector%20Companies.pdf
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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.
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Mradul Mishra
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Group Head Name — Mr. Prajwal M R

Group Head Contact no - 080-46625547
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Business Development Contact

Name: Mr. Nitin Kumar Dalmia

Contact no. : 080- 4662 5526
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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 the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating.
Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

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