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Ratings
Facilities Amount (Rs. crore) Rating’ Rating Action
I CARE BBB- [Triple B Minus] Revised from CARE C (Single C)
Bank facilities - Long . . . .
55.00 (Under credit watch with and placed on credit watch with
Term - Term Loan . .. s o s
developing implications) developing implications
CARE A3 [A Three] Revised from CARE
Bank facilities — Fund (Under credit watch with A4 (A Four) and placed on credit
50.00 L . .
based — Overdraft developing implications) watch with developing
implications
Total 105.00
(Rs. One hundred and
five crore only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The revision in ratings of the credit facilities of FHL factor in the improvement in financial risk profile of the group following
IHH Healthcare Berhad’s (IHH) equity infusion (through its step down subsidiary Northern TK Ventures Pte Ltd) of ~Rs.
4,000 crore and subsequent acquisition of RHT Health Trust’s (RHT) assets. The revision also factors in the introduction of
new promoter (i.e IHH) having global experience in healthcare industry with track record of successful integration of
acquisitions and IHH'’s strategic, operational and financial support to FHL.

The ratings also factor in the brand strength of FHL with pan-India presence, its superior infrastructure facility and
favourable healthcare market dynamics in India.

The ratings are however constrained by pending investigation/ litigations against the group, below-average operational
performance in the past, significant losses booked on account of allowances on group advances/ investments as well as
goodwill impairment. The ratings also take into cognizance the refinancing needs of the group in medium term.

The rating of FHL is placed under “credit watch with developing implications” in view of the developments regarding the
ongoing investigations and litigations against the group and the possible impact of the same on the credit profile of
FHL.CARE will continue to monitor the developments in this regards and take rating action once greater clarity emerges.
Going forward, consummation of the open offer by IHH thus gaining majority in FHL and improvement in operational
performance of FHL shall remain the key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Strengths

Improvement in financial risk profile through IHH’s equity infusion

IHH had become the single largest shareholder in FHL (holding ~ 31.1% share) through infusion of ~Rs. 4,000 crore via
preferential allotment on November 13, 2018. Subsequently, FHL acquired a portfolio of clinical establishments (CE) for
~Rs. 4,666 crore, owned by the subsidiaries of RHT in January 2019. The said acquisition by FHL is expected to save
significant business trust fee and interest cost being previously being paid to RHT for utilization its assets. Reduction of
these expenses is expected to improve cash flow and coverage metrics.

Introduction of new promoter having global experience in healthcare industry

IHH (currently classified as promoter shareholder of FHL) is one of the largest private hospital operators in South-Asia.
IHH has a long track record of acquisition and turning around large healthcare assets globally. FHL is expected to derive
significant operational support from IHH through global industry best practices access, exchange of world class resources,
better governance and internal control and other synergies through centralized procurement. FHL is expected to leverage
IHH’s strong credit risk profile to save interest cost. IHH’s further equity commitment in FHL is demonstrated through
placement of ~Rs. 3,349 crore in escrow account to acquire additional 26% stake via open offer (subject to Hon’able
Supreme Court’s order). Also, IHH’s strong representation in board (five out of the nine directors) is expected to lead to
better strategic decision and quicker turnaround in FHL.

Long track record of operation and established brand with pan-India presence

FHL has established its presence across India under ‘Fortis’ brand in the healthcare segment and ‘SRL’ brand in the
diagnostics segment. From its first hospital at Mohali, Punjab, in 2001, FHL had expanded its network of hospitals via
organic and inorganic routes to become a leading healthcare player with presence in multiple verticals spanning
diagnostics, primary care, day care specialty and hospitals. FHL also operates one of the largest private diagnostic centres
in India through its subsidiary SRL Ltd.

Superior asset quality

! Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Several hospitals of FHL have NABH or JCI accreditation and have tertiary/ quaternary care facilities. The presence of such
specialized consultative resource drives high ARPOB for FHL.

Favourable industry scenario

The growth in population, increase in lifestyle-related diseases, increase in insurance cover, rising purchasing power of
the middle class and higher awareness of chronic illnesses will be the key growth drivers for the sector. The healthcare
need in India is expected to increase once the population stabilizes and the median age increases rapidly in the next
decade. Although there is increasing competition in the sector; however, comfort is drawn from the sizeable presence
and established position of FHL.

Liquidity profile

GCA and operating cash flows is expected to improve post acquisition of RHT’s assets leading to reduction in working
capital utilization and creditor level (which are presently high). The moderate cash flows, bulky repayment in medium
term with focus on retirement of high cost debt will make FHL rely on refinancing. However, financial flexibility is
expected to improve given IHH’s parentage.

Key Rating Weaknesses

Pending investigation/ litigations against the group

The Group is facing various investigations pertaining to the ICDs advanced by Fortis Hospitals Limited initiated by
regulators such as SEBI, Serious Fraud Investigation Office (SFIO) etc. Its self-conducted independent investigation on the
said matter revealed systemic lapses/ control overrides. FHL is making efforts to recover dues from its erstwhile
promoters and their related companies.

Also, in various forums, the hospitals operated by the Group are under litigations against by government authorities
including DDA, NMMOC, etc. The group also has various statutory liabilities under dispute which are pending resolution in
various forums. Outcome of these investigations/ litigations will be a key monitor able given the magnitude and potential
implication.

Below-average operational performance in the past

FHL witnessed continuous decline in occupancy level over the quarters — Q1FY19 occupancy level being lower than that in
Q1FY18, which was lower than that in Q1FY17. Similar trend has also been observed for Q2 and Q3 in the current year.
ARPOB and ALOS have remained almost stagnant during the last 11 quarters.

Impact on profitability in FY18 and in 9MFY19

Revenue and profitability were impacted in the past due to external headwinds (eg. curb on pricing of cardiac stents,
ortho implants, oncology drugs etc) and internal challenges given the management bandwidth constraints due to
corporate governance issues, prolonged transaction and due diligence process, funding constraints, less than optimal
capex spend resulting in delay of key business initiatives and adverse publicity of patient related incidents in a few
hospitals.

FHL booked net loss in FY18 and 9MFY19 on account of exceptional loss of Rs. 881.0 crore and Rs. 222.6 crore
respectively. This was on account of allowances on related party investments/ advances as well as goodwill impairment.
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Analytical Approach: Consolidated approach factoring in the operational and financial support from its promoter i.e IHH
Healthcare Bhd. Entities considered for consolidation are listed below:-
Subsidiaries Associates Joint Ventures
e Hiranandani Healthcare Private Limited (HHPL) Sunrise Medicare Private Limited Fortis Cauvery
e Fortis Hospotel Limited (FHTL) Medical and Surgical Centre Fortis C-Doc
e Fortis Lafemme Limited (FLFL) Limited Healthcare Limited
e Fortis Health Management (East) Limited Fortis Medicare International (C-Doc)
(FHM(E)L) Limited DDRC SRL
e Fortis Cancer Care Limited (FCCL) Lanka Hospitals Corporation Plc Diagnostics
e Fortis Healthcare International Limited (FHIL) International  Hospital  Limited Services  Private
e Escorts Heart Institute & Research Centre Ltd (IHL)* Limited (DDRC)
(EHIRCL) Escorts Heart and Super Speciality Super Religare
e Lalitha Healthcare Private Limited (LHPL) Hospital Limited (EHSSHL)* Reference
e Fortis Malar Hospitals Limited (FMHL) Fortis Global Healthcare Laboratories
e Fortis Hospitals Limited (FHsL) Infrastructure Pte. Limited (Nepal) Private
e Fortis Global Healthcare (Mauritius) Limited (FGHIPL) Limited (SRRLPL)
(FGHL) Hospitalia Eastern Private Limited
e Malar Stars Medicare Limited (MSML) (HEPL)*
e Fortis Asia Healthcare Pte. Limited (FAHPL) RHT Health Trust (RHT)
e Birdie & Birdie Realtors Private Limited Fortis Health Management Limited
e Fortis Emergency Services Limited (FESL) (FHML)*
e Stellant Capital Advisory Services Private Limited
e RHT Health Trust Manager Pte Limited
e Fortis Health Staff Limited
e SRL Limited
e SRL Diagnostics Private Limited
e SRL Reach Limited
e SRL Diagnostics FZ-LLC
e Fortis Healthcare International Pte Limited (FHIPL)
e Mena Healthcare Investment Company Limited
e Medical Management Company Limited
e SRL Middle East LLC
* became subsidiaries post acquisition of RHT’s asset by FHL
Applicable Criteria:
Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition
Criteria for Short-term Instruments
CARE’s methodology for service companies
CARE’s methodology for financial ratios (Non-Financial Sector)
CARE’s methodology for Factoring Linkages in Ratings
About FHL:
FHL, incorporated in 1996, is a leading healthcare player with presence in multiple verticals spanning diagnostics, primary
care, day care specialty and hospitals. The group operates 43 healthcare facilities with approximately 4,400 operational
beds. FHL also operates one of the largest private diagnostic centres in India through its subsidiary SRL Ltd. Its network
comprised of 368 laboratories, more than 1,000 collection centres with over 5,000 direct clients. In November 2018, IHH,
through its subsidiary - Northern TK Ventures Pte Ltd had infused equity in FHL leading to holding of ~31.1%.
Brief Financials (Rs. crore) FY17 (A) FY18 (A)
Revenue from operation 4,574 4,561
Total operating income (incl. share of profit of JV/ associates) 5,212 4,727
PBILDT 992 441
PAT 479 -934
Overall gearing (times) 0.57 0.62
Interest coverage (times) 4.33 1.71

A - Audited
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About IHH:
IHH has vast experience in healthcare sector in Malaysia, Singapore, Brunei, China, Turkey and UAE. The majority
shareholder of IHH is Khazanah Nasional Berhad, the sovereign wealth fund of Malaysia. Through its operating
subsidiaries, the group has more than 10,000 licensed beds in 50 hospitals across 9 countries. The group offers the full
spectrum of integrated healthcare services like primary care, secondary and tertiary care, quaternary care and medical
education.

Status of non-cooperation with previous CRA: NA
Any other information: NA
Rating History for last three years: Please refer Annexure-2

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.

Analyst Contact:

Name: Sudhir Kumar

Tel: 011-45333232

Email: sudhir.kumar@careratings.com

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

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity | Size of the Issue | Rating assigned along with
Instrument Issuance Rate Date (Rs. crore) Rating Outlook
Term Loan-Long Term - - FY24 55.00 CARE BBB- (Under Credit
watch with Developing
Implications)
Fund-based - ST-Bank - - - 50.00 CARE A3 (Under Credit
Overdraft watch with Developing
Implications)
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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 [assigned in 2015-
in 2018- 2017-2018 in 2016- 2016
2019 2017
1.| Term Loan- LT 55.00 CARE BBB- 1)CARE 1)CARE BBB+ 1)CARE 1)CARE A+
Long Term (Under Credit | C (Under Credit | A+ (23-Apr-15)
watch with (11- watch with (04-
Developing Apr-18) Negative May-
Implications) Implications) 16)
(06-Mar-18)
2)CARE A-
(Under Credit
watch with
Negative
Implications)
(13-Feb-18)
3)CARE A+
(Under Credit
watch with
Developing
Implications)
(24-Nov-17)
4)CARE A+
(Under Credit
watch with
Developing
Implications)
(09-Nov-17)
5)CARE A+
(Under Credit
watch with
Developing
Implications)
(27-Jul-17)
6)CARE A+;
Stable
(20-Apr-17)

2. | Fund-based - ST 50.00 CARE A3 1)CARE 1)CARE A2 1)CARE 1)CARE Al+
ST-Bank (Under Credit | A4 (Under Credit | Al+ (23-Apr-15)
Overdraft watch with (11- watch with (04-
Developing Apr-18) Negative May-
Implications) Implications) 16)
(06-Mar-18)
2)CARE A2+
(Under Credit
watch with
Negative
Implications)
(13-Feb-18)
3)CARE Al+
(Under Credit
watch with
Developing
Implications)
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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 [assigned in 2015-
in 2018- 2017-2018 in 2016- 2016

2019 2017
(24-Nov-17)
4)CARE A1+
(Under Credit
watch with
Developing
Implications)
(09-Nov-17)
5)CARE Al+
(Under Credit
watch with
Developing
Implications)
(27-Jul-17)
6)CARE Al+
(20-Apr-17)

3. | Debentures- LT - - - - - 1)Withdrawn
Non (23-Apr-15)
Convertible
Debentures
4. | Commercial ST - - 1)CARE 1)CARE A2 - -
Paper A4 (Under Credit
(11- watch with
Apr-18) | Negative
Implications)
(06-Mar-18)
2)CARE A2+
(Under Credit
watch with
Negative
Implications)
(13-Feb-18)
3)CARE Al+
(Under Credit
watch with
Developing
Implications)
(24-Nov-17)
4)CARE A1+
(Under Credit
watch with
Developing
Implications)
(09-Nov-17)
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CONTACT
Head Office Mumbai

Ms. Meenal Sikchi
Cell: + 91 98190 09839
E-mail: meenal.sikchi@careratings.com

Ms. Rashmi Narvankar
Cell: + 91 99675 70636

E-mail: rashmi.narvankar@careratings.com

Mr. Ankur Sachdeva
Cell: + 91 98196 98985
E-mail: ankur.sachdeva@careratings.com

Mr. Saikat Roy
Cell: + 91 98209 98779

E-mail: saikat.roy@-careratings.com

CARE Ratings Limited
(Formerly known as Credit Analysis & Research Ltd.)
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
Satellite, Ahmedabad - 380 015

Cell: +91-9099028864

Tel: +91-79-4026 5656

E-mail: deepak.prajapati@careratings.com

BENGALURU

Mr. V Pradeep Kumar

Unit No. 1101-1102, 11th Floor, Prestige Meridian Il,
No. 30, M.G. Road, Bangalore - 560 001.

Cell: +91 98407 54521

Tel: +91-80-4115 0445, 4165 4529

Email: pradeep.kumar@-careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: +91 85111-53511/99251-42264
Tel: +91- 0172-490-4000/01

Email: anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: +91 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@-careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@-careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : + 91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur - 302 016.

Cell: 491 — 95490 33222

Tel: +91-141-402 0213/ 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal@careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
Shivaji Nagar, Pune - 411 015.

Cell: +91-98361 07331

Tel: +91-20- 4000 9000

E-mail: pratim.banerjee@careratings.com
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