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Rating Rationale

SMERA has assigned long-term rating of ‘SMERA A-’ (read as SMERA A minus ) on the Rs. 81.56 crore
bank facilities of S.R.Trust. The outlook is 'Stable'.

Established in 1985, S. R. Trust (SRT) runs a multispecialty hospital in Madurai, Tamil Nadu by the
name Meenakshi Mission Hospital and Research Centre. The hospital specialises in 43 clinical and

ancillary healthcare services including cardiology, nephrology, neuro surgery, oncology and others.

Keyv Rating Drivers

Strengths

» Experienced and qualified management
The Tamil Nadu-based Meenakshi Mission Hospital and Research Centre (MMHRC) commenced
operations in 1989. Founded by Dr. N. Sethuraman (Urologist and social activist), the day-to-day
operations are led by Dr. S. Gurushankar (S/o Dr. Sethuraman) who possesses extensive experience
in the healthcare sector.

» Steady revenue growth

The revenue has been growing steadily. The trust registered operating income of Rs.269.70 cr in
FY2016 as compared to Rs.232.84 cr in FY2014. The CAGR stood at 7.62 percent during FY2014 -16
owing to increase in the number of beds, inpatient and outpatient volumes. In FY2016, the hospital
had 806 beds with an average occupancy of around 64 percent. The inpatient volumes in FY2016
stood at 37,885 (as compared to 37,448 in FY2015) and outpatient volumes were 2,95,295 in FY2016
(as compared to 2,75,968 in FY2015). The average length of stay increased to 4.91 days in FY2016
from 4.80 days in FY2014. Also, the revenue has been around Rs.147 cr (provisional) till September
2016 and is expected to be around Rs.290 cr in FY2017.

« Strong financial risk profile

The strong financial risk profile is marked by comfortable gearing, healthy corpus and above average
debt protection metrics. The gearing levels have been between 0.60 times to 1.00 times in the past
three years ended FY2016. The debt mainly comprises term loans from banks for purchase and
replacement of equipments. The corpus stood at a healthy Rs. 177.5 cr as on March 31,2016 as
against Rs.153.86 cr in the previous year. The consistent increase in corpus has been driven by
steady accretion to reserves. The interest coverage ratio and debt service coverage indicators stood
at 3.80 times (against 2.77 times in FY2015) and 1.29 times in FY2016 (as against 1.13 times in
FY2015) respectively. The financial risk profile of the trust is expected to remain at strong levels over
the medium term backed by steady increase in scale of operations and absence of debt funded capex
plans.

» Steady improvement in margins and accruals
The healthy margins are marked by EBITDA of 18.56 percent and 17.75 cr in FY2016 and FY2015
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respectively. The PAT margins stood at 8.58 percent in FY2016 and 6.09 percent in FY2015. This is
because of higher growth of revenues as compared to the increase in cost of raw materials which
majorly comprises medicines. The PAT margins have also improved due to decreasing interest costs
during the period with external debts being repaid. The healthy accruals are reflected by NCA/TD of
0.32 times in FY2016 as compared to 0.23 times in FY2015. Also, the NCA stood at Rs.36.89 cr against
CPLTD of Rs.32.37 crin FY2016.

Weaknesses

* Geographical concentration risk
With operations confined to only one hospital in Madurai, Tamil Nadu, the hospital is exposed to
geographical concentration risk. Being a tertiary care unit, it gets its patients mainly through
referrals from doctors operating in and around the region. Besides, the flow is also influenced by the
change in demographic profile and increase in population in the area.

e Intense competition
The hospital faces intense competition from several hospitals and clinics providing tertiary, primary
and secondary healthcare services like Fortis, Apollo in the region.

» Highly regulated industry
The healthcare sector is highly regulated by the government and the hospital is exposed to
unfavourable changes in government policies from time to time.

Analytical Approach
SMERA has taken a standalone view of the business and financial risk profiles of the trust.

Outlook: Stable

SMERA believes that SRT will maintain a stable outlook in the medium term while benefitting from its
experienced and qualified management and strong financial risk profile. The outlook may be revised to
'Positive' if SRT scales up operations while sustaining improvement in profitability and the financial
risk profile. Conversely, the outlook may be revised to 'Negative' in case the trust registers lower-than-
expected growth in revenue and profitability or if the working capital cycle elongates.

About the Rated Entity - Key Financials

For FY2016, SRT reported surplus of Rs.23.14 cr on total operating income of Rs.269.70 cr, as
compared with surplus of Rs.15.30 cr on total operating income of Rs.251.18 cr in FY2015. The corpus
stands at Rs.177.47 cr in FY2016 as compared to Rs.153.86 cr in FY2015.

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None

Applicable Criteria

» Default Recognition - https://www.smera.in/criteria-default.htm
¢ Entities In Services Sector - https://www.smera.in/criteria-services.htm
« Financial Ratios And Adjustments - https://www.smera.in/criteria-fin-ratios.htm

Note on complexity levels of the rated instrument
https://www.smera.in/criteria-complexity-levels.htm

Rating History (Upto last three years)
Not Applicable
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*Annexure - Details of instruments rated

Name of .
the Date of Coupon Maturity Date Size of the Issue Ratings/Outlook
R Issuance Rate (Rs.Cr.)
Facilities
. Not

Term loans | Not Applicable Applicable 31-Aug-2023 81.56 SMERA A- / Stable
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, D&B and leading public and private sector banks
in India. SMERA is registered with SEBI, accredited by RBI as an External Credit Assessment
Institution (ECAI), under BASEL-II norms for undertaking Bank Loan Ratings. SMERA Bond Ratings is
a division of SMERA Ratings Limited responsible for ratings of bank facilities, and capital
market/money market debt instruments such as Bonds, Debentures, Commercial Papers, Fixed
Deposits, Certificate of Deposits etc.. For more details, please visit www.smera.in.

Disclaimer: A SMERA 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. SMERA ratings 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, SMERA, in particular,
makes no representation or warranty, expressed or implied with respect to the adequacy, accuracy or
completeness of the information relied upon. SMERA 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. SMERA ratings 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.smera.in) for the latest information on any instrument rated by SMERA.




