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—_— Amount .
Facilities Rating Remarks
(Rs. crore)
Long term Bank 271.87 (Sin I((:-:A:i/l?r-\;ussfacl;tljilook' Reaffirmed
Facilities (enhanced from Rs. 243.33 Cr) & f )
Stable)
ARE A-; | ARE A2
Long term/ Short term 60.00 ¢ ) ! St.ab e/ C .
Bank Facilities (enhanced from Rs. 40.00 Cr) (Single A Minus; Outlook: Reaffirmed
T Stable/ A Two)
331.87
Total (Rs. Three Hundred Thirty-One Crore
and Eighty-Seven Lakhs only)

Details of facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facilities of Artemis Medicare Services Limited (AMSL) continues to take into
account resourceful promoter, experienced management team and qualified team of doctors and medical staffs.
The rating also factors in healthy operational parameters leading to stable revenue growth and comfortable
capital structure during the year.

However, the ratings are constrained by presence of hospital at a single location, the competition in the
healthcare industry especially in the National Capital Region (NCR), risk associated with the expansion project and
regulatory risk associated with the industry.

Key Rating Sensitivity:

Positive Factors

e Sustained improvement in income beyond Rs.750 crore and PBILDT margin of 15% backed by improvement in
operational parameters

e Timely completion of capex and sustained improvement in leverage leading to overall gearing below 0.50x

Negative Factors

e Change in Management or effective control of promoter group

e Further delay in project execution and scaling up of operations leading to overall gearing above 1.5x

e Sustained decline in income and profitability beyond Rs.400 crore and PBILDT margin of 10%

Detailed description of the key rating drivers
Key Rating Strengths

Established Track record and resourceful promoters

AMSL started its operation in 2007 and is established by the promoters of the Apollo Tyres Group. Mr. Onkar
Kanwar, the chairman of AMSL is also the chairman of Apollo Tyres Ltd. He holds stake in AMSL through an
investment company Constructive Finance Private Limited (100% stake of Mr. Onkar Kanwar). ATL comes under
the enterprise influenced by Key Management Personnel of AMSL. AMSL has awarded with Joint Commission
International (JCI) (in 2013) and National Accreditation Board for Hospitals and Healthcare providers (NABH)
accreditation.

Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE
publications.
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Reputed management team & experienced doctors

Though AMSL is the maiden venture of a promoter in healthcare business, the operations of the company are well
supported through group of professionals having extensive work experience in renowned hospitals like Max
Healthcare, Fortis, Apollo, etc. Dr. Devlina Chakravarty (Managing Director) along with group of professionals
looks after day to day operations of the hospital. As on May 31, 2020, AMSL had team of 405 doctors, 175 visiting
consultant, 813 nurses and 307 paramedical staff.

Healthy Operational parameters:

The growth in operating income in FY20 is supported by increase in the average revenue per occupied bed
(ARPOB) to Rs. 59,084 (P.Y: Rs. 53,043) which is attributable to the increase in inpatient registration. The inpatient
revenue contributes the major portion of the total revenue and has increased by 4.5% to Rs. 465 crore backed by
increase in inpatient registration by 32.4% (PY: 16.2%) though the occupancy rate declined to 81% (PY: 87%).

Comfortable financial risk profile
AMSL has a comfortable financial risk profile marked by improving total income and satisfactory profitability
margins and overall solvency position during FY20.

During FY20, the total operating income of the company grew by 2.81 % y-o-y (FY19: 8.85%) to Rs. 565.88 crore
on account of improvement in operational parameters. PBILDT margin has declined marginally to 11.54% in FY20
(PY: 12.55%) due to decrease in share of International patients. Further, the hospital has generated healthy cash
accruals of Rs. 46.86 crore in FY20 (PY: Rs. 43.34 crore).

The capital structure of AMSL remained comfortable with long term debt-to-equity and overall gearing ratios of
0.40x and 0.46x respectively as on March 31, 2020 (P.Y: 0.42x and 0.63x respectively). The Debt/GCA ratio has
also improved to 1.98x (PY: 2.63x) whereas interest coverage ratio has declined to 5.22x (PY: 6.28x) due to decline
at PBILDT level and higher interest expense

Diversification of revenue streams

AMSL’s revenue stream is well diversified on account of integrated facilities, with specialization in various
segments including cardiology, neurology, gastroenterology, orthopedics, critical care, nephrology and oncology
and many other specialties. The revenue stream of AMSL remained well diversified with no particular
specialization contributing more than 10% to total revenue in FY20. Orthopedics and oncology were the highest
revenue contributors for the hospital in FY20.

Positive Industry prospects

With the Outbreak of Covid-19 profitability margins of the industry are expected to remain under pressure till
H1FY21 due to drop in outpatient footfalls, elective surgeries and international patients. However, the long term
prospect of the industry is expected to remain positive and continue to grow backed by an increase in demand for
modern healthcare facilities, a rise in awareness about diseases, health consciousness among people, increase in
per capita income, changing lifestyle, transition in disease profile etc.

Although there is increasing competition in the sector, comfort is drawn from the sizeable presence and
established position of the hospital. Going forward, AMSL’s prospects would depend upon its ability to achieve
envisaged operating metrics, profitable scale-up of operations and effectively manage the competitive pressures
in the sector.

Key Rating Weaknesses

Project risk

The company is constructing a new hospital block at its existing location in Gurgaon hospital to add 144 beds (the
same is expected to become operational from Q1FY22) at an estimated cost of Rs.168.72 crore mainly pertaining
to building and equipment. The project is proposed to be funded by a term loan of Rs.142.80 crore (sanctioned)
and balance Rs.25.92 crore from internal accruals. Till June 30, 2020, the company had incurred cost of Rs. 70.54
cr funded by loan of Rs. 45.30 cr and Rs. 25.24 cr from internal accruals. The project is expected to generate
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sufficient revenues and profits to service the higher debt load. Timely completion of the project without any
significant cost overrun would be critical for AMSL and will remain a key monitorable.

Competition in the healthcare industry in the NCR region

NCR is home to some big private players in healthcare domain such as Fortis, Apollo, Max Healthcare etc.
Moreover, Delhi being national capital has presence of decent number of government hospitals such as AlIMS,
Safdarjung Hospital, Ram Manohar Lohia Hospital etc as well. This leads to competition not only in acquiring
patients, but also in attracting experienced staff.

Regulatory risks

AMSL operates in a regulated industry which has witnessed continuous regulatory intervention during past couple
of years. Regulations such as capping of stent prices and knee implants and stricter compliance norms have
adversely impacted the margin of the industry in past. Any such future regulation might have adverse impact on
the group’s profitability and thus would remain a key monitorable.

Liquidity: Adequate

AMSLU’s liquidity profile is adequate with average utilisation of working capital limits at 65.92% for the 12 months
ended April-2020 further supported by free cash & bank balance is ~ Rs. 23 cr as on May 30, 2020 and Rs. 14.40 cr
as on March 31, 2020 which includes Rs. 11.20 cr of cash & bank balance and FD of Rs. 3.20 cr. The average
collection period of the AMSL remains at 50 days (PY: 45days) as the collections from TPA, ECHS, CGHS, and PSUs
etc. has a collection period of ~ 4 months and also due to greater share of international patients in total revenue.
The company has availed moratorium facility as per RBI- COVID-19 guidelines.

Analytical approach: Standalone

Applicable criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Rating Methodology for Hospital Sector Companies
Criteria for Short Term Instruments

Financial ratios — Non-Financial Sector

About the Company

Incorporated on 2004, Artemis Medicare Services Ltd (AMSL) is engaged in healthcare business. AMSL owns and
operates a 318-bedded multi-specialty tertiary care hospital in Gurgaon. The specialty areas for AMSL include
Orthopedics & Joint Replacement (contributing 10% of total FY 20 revenue), Oncology (Cancer) (contributing 9%),
Cardiovascular (Heart) (contributing 7%), Neurosciences (contributing 14%) and Bariatric & Minimally Invasive
Surgery. ASML has been awarded with the NABH accreditation (National Accreditation Board for Hospitals and
Healthcare providers). As per the NCLT order dated September 30, 2019, the amalgamation of holding company
of AMSL i.e. Artemis Global Life Sciences Limited (AGLSL) & Artemis Health Sciences Limited. (AHSL) into AMSL has
taken place in order to simplify the group structure, business operation and eliminate cross holding within the
group. Further, Mr. Onkar Kanwar (Chairman of AMSL) is also the chairman of Apollo Tyres Ltd.

Brief Financials (Rs. crores) FY19(A) FY20 (A)
Total operating income 550.42 565.88
PBILDT 69.07 65.29
PAT 20.69 20.43
Overall gearing (times) 0.63 0.46
Interest coverage (times) 6.28 5.22
A: Audited
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Status of non-cooperation with previous CRA: NA

Any other information: NA

Rating History for last three years: Please refer Annexure-2

Annexure-1: Details of Instruments/Facilities
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Name of the Date of [CouponMaturity| Size of the Rating assigned along with Rating
Instrument Rate | Date Issue Outlook
Issuance (Rs. crore)
Term Loan-Long Term - - March | 271.87 CARE A-; Stable
2031
Fund-based - LT/ ST-Cash - - - 60.00 CARE A-; Stable / CARE A2
Credit
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No.| Instrument/Bank Type Amount Rating |Date(s) & | Date(s) & | Date(s) & | Date(s) &
Facilities Outstanding Rating(s) | Rating(s) | Rating(s) | Rating(s)
(Rs. crore) assigned | assigned in | assigned in | assigned in
in 2020- | 2019-2020 | 2018-2019 | 2017-2018
2021
1. | Term Loan-Long LT 271.87 CARE A-; - 1)CARE 1)CARE 1)CARE
Term Stable A-; Stable | A-; Stable | A-; Stable
(03-Jul- (24-Sep- (05-Sep-
19) 18) 17)
2. | Fund-based - LT/ LT/ST 60.00 CARE A-; - 1)CARE 1)CARE 1)CARE
ST-Cash Credit Stable / A-; Stable | A-; Stable | A-; Stable
CARE A2 / CARE / CARE / CARE
A2 A2 A2
(03-Jul- (24-Sep- (05-Sep-
19) 18) 17)

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: Mradul Mishra

Contact no.: +91-22-6837 4424
Email ID — mradul.mishra@careratings.com

Analyst Contact:

Name: Nitesh Ranjan

Contact no.: +91-11- 45333239

Email ID: nitesh.ranjan@careratings.com

Business Development Contact:

Name: Swati Agrawal

Contact no. : +91-11-4533 3200

Email ID: swati.agrawal@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 credit quality and are not recommendations to sanction, renew, disburse or recall
the concerned bank facilities or to buy, sell or hold any security. 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.
In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is 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.

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