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Rating Rationale
Acuité has reaffirmed the long-term rating of ‘ACUITE BB’ (read as ACUITE double Bo) n the Rs. 10.42 Cr.
bank facilities of USM Healthcare (USM). The outlook is *Stable’.

Rationale for reaffirmation

The rating reaffirmation takes into account the moderate financial risk profile, adequate liquidity position and
presence of experienced team of professionals at USM. The profitability margins, though moderated, continue to
remain at comfortable levels. However, the rating is constrained by the stagnant revenue, limited scope for
expansion and working capital intensive operations of the firm.

About the Company

USM Healthcare (USM) is a partnership firm established in February 2015. The firm is provider of health care
services, running a super specialty hospital with 62 beds in Bhopal under the name of 'Siddhanta Red Cross Super-
Specialty Hospital' since 2015. The hospital offers clinical services, laboratory services, diagnostic services and
support services like physiotherapy facilities and ambulance services. The operations of the hospital are managed
by Dr. Subodh Varshney, Partner.

Unsupported Rating
Not Applicable

Analytical Approach

Acuité has taken a standalone view of the financial and business risk profile of USM to arrive at the rating.

Key Rating Drivers
Strengths

Long track record of operations supported by experienced team of professionals:

The hospital specializes in gastro, cardiology and urology supported by team of professional doctors and medical
team. The managing partner, Dr. Subodh Varshney has also been a part of Bhopal memorial and has an experience
of over 20 years. The promoters' business experience and experienced team of doctors has strengthened the
business profile of the hospital and as a result the average occupancy rate of hospital stands at 90 - 95 percent.

Moderate Financial Risk Profile
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The financial risk profile of the firm is moderate indicated by low networth, moderate gearing and comfortable
debt protection indicators. The networth stood at Rs. 9.60 Cr. as on March 31, 2024 as against Rs. 8.45 Cr. as on
March 31, 2023. Further, the gearing reduced to 1.27 times as on March 31, 2024 as against 1.44 times as on
March 31, 2023 due to the scheduled repayment of debt. The Debt-EBITDA levels stood increased at 2.15 times as
on March 31, 2024 as against 1.81 times as on March 31, 2023 on account of decline in the absolute levels of
operating profits.
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Moreover, the interest coverage ratio & debt service coverage ratio stood comfortable at 5.83 times and 3.13
times for FY24 respectively as against 6.90 times and 4.20 times for FY23.

Acuite believes that financial risk profile of the firm is expected to remain moderate in absence of any major debt
funded capex.

Weaknesses

Stagnant revenue and declining profitability margins

The revenue of the hospital remained modest at Rs. 43.11 Cr. in FY24 as against Rs. 42.97 Cr. in FY23. Majority
of the revenue of the firm is generated through providing services to government employees. The EBITDA margin
of the firm declined but remained comfortable at 12.83 percent in FY24 from 15.36 percent in FY23, majorly on
account of increase in consumables cost. The firm has generated a revenue of Rs. 29.17 Cr. till December 17,
2024, with EBITDA margin of 10.91 percent.

In absence of any expansion plans for capacity addition, the revenue of the firm is expected to remain on similar
levels in the medium term.

Intensive working capital operations

The working capital operations of the firm is highly intensive with gross current asset (GCA) of 194 days as on
March 31, 2024 as against 169 days on March 31, 2023 which are mainly attributable to high debtor days of 132
days as on March 31, 2024 as against 135 days as on March 31, 2023. The firm mainly caters to various
government departments and companies, where the receipt time varies from 3 months to 1 year. Because of this,
the firm is highly reliant on their bank limits to fulfil their working capital requirements. The inventory days stood
at 11 days on March 31, 2024 as against 13 days on March 31, 2023. The average bank limit utilisation stood at
97.88 percent for seven months ended December 2024.

Instances of capital withdrawal

The firm is susceptible to the inherent risk of capital withdrawal given its constitution. There have been multiple
instances of withdrawals by way of drawings from the firm. The partners have withdrawn a sum of Rs. 3.68 Cr. in
FY24 and Rs. 5.87 Cr. in FY23. Any further significant withdrawal of the partner’s capital may have a negative
bearing on the financial risk profile of the firm.

Rating Sensitivities

» Restriction on further elongation in the working capital cycle

» Deterioration in the financial risk profile and liquidity of the firm due to excessive withdrawal of funds by
the partners

s« Significant improvement in revenue and profitability

Liquidity Position
Adequate

The firm generated adequate Net Cash Accruals (NCAS) of Rs. 4.69 Cr. in FY 24 as against repayment of Rs. 0.84
Cr. for the same period. Going forward, the NCAs are expected to be in the range of Rs. 4.0-4.5 Cr. for FY25 and
FY26 with repayment obligations in the range of Rs. 0.50-0.12 Cr. for the same period. Further, the firm had an
unencumbered cash and bank balance of Rs. 3.01 Cr. as on March 31, 2024. The current ratio stood at 1.21 times
ason March 31, 2024.

Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 24 (Actual) FY 23 (Actual)
Operating Income Rs. Cr. 43.11 42.97
PAT Rs. Cr. 3.76 4.74
PAT Margin (%) 8.73 11.03
Total Debt/Tangible Net Worth Times 1.27 1.44
PBDIT/Interest Times 5.83 6.90

Status of non-cooperation with previous CRA (if applicable)

Not Applicable

Any other information
None

Applicable Criteria

« Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm
« Rating Process and Timeline: https://www.acuite.in/view-rating-criteria-67.htm

« Service Sector: https://www.acuite.in/view-rating-criteria-50.htm

« Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-53.htm

Note on complexity levels of the rated instrument

In order to inform the investors about complexity of instruments, Acuité has categorized such instruments in three
levels: Simple, Complex and Highly Complex. Acuite’s categorisation of the instruments across the three
categories is based on factors like variability of the returns to the investors, uncertainty in cash flow patterns,
number of counterparties and general understanding of the instrument by the market. It has to be understood that
complexity is different from credit risk and even an instrument categorized as 'Simple' can carry high levels of
risk. For more details, please refer Rating Criteria “Complexity Level Of Financial Instruments’ on www.aculite.in.
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Rating History

Name of Amount (Rs. .
Date Instruments/Facilities Term Cr) Rating/Outlook
Term Loan -Iltgpr% 0.29 ACUITE BB | Stable (Reaffirmed)
Term Loan %gr”n% 0.04 ACUITE BB | Stable (Reaffirmed)
16 Nov - Long .
2023 Cash Credit Term 8.59 ACUITE BB | Stable (Reaffirmed)
Cash Credit %gpn% 1.41 ACUITE BB | Stable (Assigned)
Proposed Long Term Bank | Lon .
P Faci?ity Torm 0.09 ACUITE BB | Stable (Assigned)
Long ACUITE BB | Stable (Upgraded from
Term Loan Term 0.77 ACUITE B+)
Proposed Long Term Bank | Long 0.01 ACUITE BB | Stable (Upgraded from
18 Aug Facility Term ' ACUITE B+)
2022 Long ACUITE BB | Stable (Upgraded from
Term Loan Term 0.14 ACUITE B+)
. Long ACUITE BB | Stable (Upgraded from
Cash Credit Term 8.00 ACUITE B+)
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Annexure - Details of instruments rated

Lender’s e Date Of | Coupon [Maturity| Quantum [Complexity -
Name ISIN Facilities Issuance | Rate Date |(Rs.Cr.)| Level Rating
ACUITEBB|
State Bank| Not avl. / . Notavl./| Notavl. /| Notavl./ .
of India| Not appl. Cash Credit Not appl. | Not appl. | Not appl. 8.59 Simple Rigl?f?rlr?]elzd
ACUITEBB|
State Bank| Not avl. / . Notavl./| Notavl. /| Notavl./ .
of India| Not appl. Cash Credit Not appl. | Not appl. | Not appl. 141 Simple Rgs?fti)rlr%ld
Not |Notavl./| Proposed Long|Notavl./|Notavl./|Notavl./ 0.38 Simple ACS%;-EIESM
Applicable| Not appl. |Term Bank Facility] Not appl. | Not appl. | Not appl. ' P Reaffirmed
. ACUITEBB|
Indusind | Not avl. / 07 Aug | Notavl./| 07 Sep .
Term Loan 0.04 Simple Stable |
Bank Ltd | Not appl. 2022 | Notappl.| 2026 Reaffirmed
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Contacts

Mohit Jain Contact details exclusively for investors and
Senior Vice President-Rating Operations lenders

Kruti Patel _ _ Mob: +91 8591310146

Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board of India
(SEBI). The company received RBI Accreditation as an External Credit Assessment Institution (ECAI) for
Bank Loan Ratings under BASEL-Il norms in the year 2012. Acuité has assigned ratings to various
securities, debt instruments and bank facilities of entities spread across the country and across a wide
cross section of industries. It has its Registered and Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be treated as a
recommendation or opinion that is intended to substitute for a financial adviser's or investor's independent
assessment of whether to buy, sell or hold any security. Ratings assigned by Acuité are based on the data
and information provided by the issuer and obtained from other reliable sources. Although reasonable care
has been taken to ensure that the data and information is true, Acuité, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness
of the information relied upon. Acuité is not responsible for any errors or omissions and especially states
that it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind, arising
from the use of its ratings. Ratings assigned by Acuité are subject to a process of surveillance which may
lead to a revision in ratings as and when the circumstances so warrant. Please visit our website
(www.acuite.in) for the latest information on any instrument rated by Acuité. Please visit
https://www.acuite.in/fags.htm to refer FAQs on Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members of any rating
committee and therefore do not participate in discussions regarding the rating of any entity.
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