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Ratings 

Facilities/Instruments 
Amount  

(Rs. crore) 
Ratings1 Rating Action 

Long Term Bank Facilities 42.75 
CARE BB; Stable 

(Double B; Outlook: Stable) 
Assigned 

Short Term Bank Facilities 5.00 
CARE A4 
(A Four) 

Assigned 

Total Bank Facilities 
47.75 

(Rs. Forty-Seven Crore and 
Seventy-Five Lakhs Only) 

  

Details of facilities in Annexure-1 
 
Detailed Rationale & Key Rating Drivers 
The ratings assigned to the bank facilities of Sree Gokulam Medical College and Research Foundation (SGMC) are constrained 
by the weak capital structure, geographically concentrated revenue, reliance on scarcely available qualified medical 
professionals, and regulatory risks associated with healthcare sector. 
The ratings however derive strength from long track record of operations with consistent growth in income, healthy enrollment 
levels in the educational institutions and diversified revenue stream. 
Rating Sensitivities 
Positive Factors 

 Ability of Trust to scale up its income to above Rs.200 crore and improve occupancy levels of hospital to more than 80% 
on consistent basis 

 Ability to improve its capital structure with overall gearing ratio of less than 2x. 
Negative Factors 

 Reduction in enrolment levels to below 60% in the medical college. 

 Any adverse regulatory actions  

 Any significant delay in admissions in educational institutions and delay in collection of fee receipts from students due to 
covid pandemic resulting in cash flow mismatch.  

 Any large debt-funded capital expenditure leading to further deterioration in the capital structure  
Detailed description of the key rating drivers  
Key Rating Weaknesses 
Weak Capital Structure: The capital structure stood weak with an overall gearing of 3.47x as on March 31, 2021 (Prov) (PY: 
28.40x). SGMC had paid prior period income taxes amounting to Rs.54.58 crores resulting in net loss during FY20 which led to 
the lowering of networth base to Rs. 4.55 crore as on March 31, 2020 from Rs.32.71 crore as on March 21, 2019.  SGMC had 
availed unsecured loans from Sri Gokulam Chits Private Limited, a group entity for its capex requirements. 
Reliance on scarcely available qualified medical professionals: The healthcare industry is highly dependent on the scarcely 
available, qualified medical professionals. The hospital run by the trust had faced relatively higher attrition rate of 12%-20% 
over the past two years. Given the increasing competition and the scarcity of medical specialists, the ability of the hospital to 
retain the current pool of doctors would be a key differentiator 
Geographic concentration of revenue: Notwithstanding the long track record of over 15 years, SGMC operates only one 
hospital located in Trivandrum and a Medical College and Nursing Colleges. Being a single location player limits its reach to this 
geographical region. SGMC also faces competition from existing players in the region providing tertiary care services, regional 
private hospitals giving primary care and secondary care services and large number of private clinics.  
Regulatory risk associated with Healthcare and Education Sector: Higher education sector is one of the highly regulated 
sectors with both state and central government regulating the industry directly and/or indirectly through various bodies 
including UGC (University Grants Commission), Medical Council of India (MCI) etc. The scope of government regulations is wide, 
starting from establishment of course/institute, seat sharing, fee fixation and periodical review of the standards followed by 
the institute. These factors have a significant impact on the revenues and profitability of the institutions. SGMC also faces 
regulatory risk associated with the regulations governing the healthcare sector such as the revision in minimum wages for 
clinical and non-clinical staff during 2018 which would have an impact on the profit margins of the trust. 
  

                                                             
1 Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications 

http://www.careratings.com/


 

2 CARE Ratings Limited 

 

    Press Release 

Key Rating Strengths 
Long standing operational track record with consistent growth in income: SGMC is one of the largest hospitals in southern 
region of Kerala catering to patients in Trivandrum and surrounding districts. The hospital commenced operations in 2004 with 
300 beds and gradually grown over the years and is currently an 820-bed multi-specialty hospital, offering super specialty 
services. Trust also runs a medical college for more than a decade.  
 The Trust has recorded consistent growth in income backed by addition of beds in hospital and incremental fee collected from 
educational institutions. The operating income of SGMC increased from Rs. 115 crores in FY17 to Rs. 161 crores in FY21 (Prov) 
at the CAGR of 8.75%. The Occupancy rate of the hospital stood in the range of 70%-75% over the past 3 years ending FY21  
Diversified revenue stream and healthy enrolment levels in educational institutions: Apart from hospital, SGMC runs a 
medical college, paramedical college and nursing college. Revenue from educational institutions contributed to 50%-60% of 
total revenue for SGMC over the past three years and hospital contributes the rest. The Enrolment level stood healthy at 100% 
for medical college which constituted more than 95% of the revenue from education services. 
Liquidity: stretched- Liquidity is stretched marked by tightly matched accruals against repayment obligations of around Rs.18 
crore in FY22 and with instances of cash losses in the past. The Trust had a free cash balance and deposit of Rs. 7.45 crore (PY: 
17.25 crore) as on March 31, 2020. The payment from patients is made on an immediate basis, while the insurance companies 
and corporates pay within 30-45 days. The hospital also enjoys a credit period of around 35-45 days from its suppliers. SGMC 
had been sanctioned working capital limits of Rs.5 crore which remains unutilised.  
Industry outlook and impact of Covid 19:  
The Indian education sector was estimated at ~USD 101 billion, growing 10% y-o-y. The New educational policy 2020 aims at 
increasing the Gross Enrolment Ratio in higher education from 26.3% (2018) to 50% by 2035. As a preventive measure to curb 
the further spread of the COVID-19 pandemic, schools universities, training centres and other educational institutions were 
closed across India since mid-March 2020. The long-term outlook for the sector is favourable on expectation of increasing 
population, increase in per capita income, rising enrolment ratios, variety of courses being offered, growth in vocational 
courses, government support in terms of Fee Reimbursement Scheme, flexibility in curriculum, innovation fund for secondary 
education, etc. 
The healthcare industry being considered the most essential service continued even during the lockdown period where many 
other services were shut. The industry is estimated to return to normal levels in the near term backed by expected 
improvement in occupancy rates, footfalls and ongoing vaccination program. Also, increase in momentum of non-Covid 
treatments and elective surgeries will support the industry growth in FY22.  
 
Analytical approach:  Standalone 
Applicable Criteria: 
Rating Methodology- Hospital Industry 
Rating Methodology – Education Sector 
Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings 
CARE’s Policy on Default Recognition 
Financial Ratios- Non-Financial Sector 
Liquidity Analysis of Non-Financial Sector Entities 
Criteria for Short term Instruments 
 
About the Trust 
Sree Gokulam Medical College and Research Foundation (SGMC) runs under a Trivandrum based public charitable trust, 
established in the year 2003 by Shri A M Gopalan. The Trust runs an 820-bedded, multi-specialty hospital, medical college and 
nursing college. The income from hospital contributes to 44% (PY: 47%) of total income in FY21 (Provisional) while the rest is 
contributed by fee receipts from Educational Institutions. 

Brief Financials (Rs. crore) FY19 (A) FY20 (A) 
Total operating income  144.00 161.99 

SBID 31.60 40.30 

Net Surplus 18.35 -28.17 

Overall gearing (times) 2.98 28.40 

Interest coverage (times) 14.84 12.71 

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 
Covenants on instruments rated: NA 

https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20_Hospitals_11Aug2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20_Hospitals_11Aug2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodolgy_Education%20sector_July2020.pdf
https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch%20_30May%202020.pdf
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/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2020.pdf
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Complexity level of various instruments rated for the trust: Please refer Annexure-3 
 
Annexure-1: Details of Instruments/Facilities 

Name of the  
Instrument 

Date of  
 Issuance 

Coupon  
 Rate 

Maturity   
 Date 

Size of the Issue  
 (Rs. crore) 

Rating assigned 
along with Rating 

Outlook 

Fund-based - LT-Term 
Loan 

- - December 2025 42.75 
CARE BB; Stable  
  

Fund-based - ST-Bank 
Overdraft 

- - - 5.00 
CARE A4  
  

 
Annexure-2: Rating History of last three years  

Sr. 
No. 

Name of the 
Instrument/Bank 

Facilities 

Current Ratings  Rating history 

Type  
   
    
  

Amount 
Outstanding   
 (Rs. crore)  

Rating 
 
 

 

Date(s) & 
Rating(s) 

assigned in 
2021-2022 

Date(s) & 
Rating(s) 

assigned in 
2020-2021 

Date(s) & 
Rating(s) 

assigned in 
2019-2020 

Date(s) & 
Rating(s) 

assigned in 
2018-2019 

1. 
Fund-based - LT-Term 
Loan 

LT 42.75 

CARE 
BB; 
Stable  
  

        -         -         -         - 

2. 
Fund-based - ST-Bank 
Overdraft 

ST 5.00 
CARE A4  
  

        -         -         -         - 

 
 
Annexure-3: Complexity level of various instruments rated for the trust 

Sr. 
No. 

Name of the Instrument Complexity Level 

1. Fund-based - LT-Term Loan Simple 

2. Fund-based - ST-Bank Overdraft Simple 

 
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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Contact us 
 

Media Contact  
Name: Mr. Mradul Mishra  
Contact no. –  +91-22-6837 4424 
Email ID – mradul.mishra@careratings.com 
                                                                   
Analyst Contact 
Name: Mr. Naveen Kumar  
Contact no.: 0422 450 2399 
Email ID: naveen.kumar@careratings.com 
 
Relationship Contact  
Name: Mr. V Pradeep Kumar 
Contact no. : 044 2850 1001 
Email ID: pradeep.kumar@careratings.com 
 
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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