
  

Rating Rationale 
 19 Nov 2020  

              KMC Speciality Hospitals (India) Limited  
 

Brickwork Ratings assigns rating for the Bank Loan Facility of Rs. 60.00 Crores of KMC               
Speciality Hospitals (India) Limited  
  
Particulars: 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings; **Details of Bank loan facilities are 
provided in Annexure-I. 
Note: Besides the above mentioned facilities, the company has Rs. 7.76 Crs. of fund based loan facilities outstanding as on 
31Mar2020 with various banks and NBFCs not rated by BWR. 
 
Rating Action/Outlook 
The rating reflects the established market position of the hospital, experienced management, adequate             
infrastructure, sustained occupancy levels, growth in patient volumes and positive demand outlook for             
healthcare services. The rating also takes into account the strengths derived from being part of the                
Kauvery group as a subsidiary of Sri Kauvery Medical Care (India) Limited (SKMC) (BWR A/Stable).               
However, the rating is constrained by geographical concentration risk, project execution risk for             
upcoming greenfield hospital project, exposure to regulatory risks including pricing restrictions and            
ability to attract talented consultants amid competition from various hospitals in the vicinity as well as                
from the nearby cities. BWR has also factored the corporate guarantee of Rs. 43.10 Crs. as on 31Mar2020                  
extended by the company to its holding company SKMC for bank loans and impact of Covid-19                
pandemic on the operations and finances of the company. 
 
Brickwork Ratings (BWR) notes that KMC had availed relief under the Covid moratorium package for               
April-May 2020 for interest and principal of term loans (TLs) with Yes Bank (not being rated by BWR),                  
and deferred scheduled payments for the period in line with the RBI guidelines. The company has been                 
regular in debt obligation payments in the post-moratorium period, as confirmed by its banker. The               
company did not avail the Moratorium package for its facilities with HDFC Bank (not being rated by                 
BWR) and SBI. The company has not opted for loan restructuring under the RBI Resolution Framework                
for Covid-19-related stress.  
The ‘Stable’ outlook indicates a low likelihood of rating change over the medium term. Brickwork               
Ratings believes that KMC Speciality Hospitals (India) Limited’s (‘KMC’ or ‘the company’) business             
risk profile will be maintained over the medium term. The outlook may be revised to Positive if a                  
sustained increase in scale of operations and ARPOB along with stable margins and improved              
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geographical diversification results in an improved financial risk profile. The outlook may be revised to               
negative in case of inability of the company to complete the new hospital project without time and cost                  
overruns, deterioration in the capital structure due to debt-financed capital expenditure and decline in              
Average Revenue per Operating Bed (ARPOB) and profitability, thus weakening the financial risk profile              
of the company. 
 
Key Rating Drivers 

Credit  Strengths:  
 

● Experienced management and established track record: The company is a 75% owned            
subsidiary of SKMC which is the flagship company of “Kauvery Hospitals” group. The company              
has been in existence since 1982. It is listed on BSE Ltd. SKMC took over the company in 2008.                   
The company’s Chairman, Managing Director and two other directors are common with SKMC.             
The management is well qualified and experienced in the medical and healthcare services             
segments.  

 
● Diversification across various specialities and good infrastructure: The company runs a 227            

bed multi-specialty hospital at Cantonment, Trichy, Tamil Nadu. It offers services in neurology,             
nephrology, obstetrics & gynecology, pediatrics & neonatology, cardiology, ENT, dental,          
orthopaedics & joint replacement, liver transplant surgery, neurosurgery, plastic surgery among           
others. The multi-specialities help minimise the concentration risk related to any single speciality.             
The company is in the process of building a new maternal and child care hospital which will                 
incorporate the obstetrics & gynecology and pediatrics & neonatology departments of the existing             
hospital. The new hospital is expected to commence operations in April 2022. 
 

● Steady operational performance: The company has demonstrated steady operational         
performance over the years. There was a marginal decline in ARPOB in FY20 primarily due to an                 
increase in the proportion of state government sponsored patients in FY20. But, it improved              
considerably in H1FY21 as the patients with less severe ailments opted to defer their treatment               
due to Covid-19 pandemic. The Average Length of Stay (ALOS) increased in FY20 primarily due               
to an increase in the neuro surgeries in FY20 for which the patients’ stay is generally longer than                  
the other patients. Average bed occupancy level increased from 64% in FY19 to 76% in FY20.                
The ARPOB and average bed occupancy level have improved in Q2FY21 compared to Q1FY21. 
 

● Moderate financial risk profile: The company’s operating income increased from Rs. 82.26 Crs.             
in FY19 to Rs. 96.18 Crs. in FY20. Operating profit increased from Rs. 16.29 Crs. to Rs. 21.36                  
Crs. and net profit from Rs. 8.61 Crs. to Rs. 11.74 Crs. over the same period. Total debt                  
marginally declined from Rs. 10.31 Crs. as on 31Mar2019 to Rs. 8.43 Crs. as on 31Mar2020 due                 
to partial repayments. Tangible net worth (TNW) increased from Rs. 38.49 Crs. as on 31Mar2019               
to Rs. 50.04 Crs. as on 31Mar2020 due to accretion of net profit. Gearing improved from 0.27                 
time as on 31Mar2019 to 0.17 time as on 31Mar2020 due to increase in TNW over the period.                  
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ISCR and DSCR were comfortable at 18.78 times and 4.70 times respectively as on 31Mar2020.               
Net and operating profit margins for FY20 marginally improved to 12.21% and 22.21%             
respectively from 10.46% and 19.80% for FY19 respectively. The company achieved operating            
income of Rs. 43.73 Crs. in H1FY21. 
 

Credit Concerns 
 

● Impact of Covid-19 pandemic: There was no major impact on operations and finances of the               
company in Q4FY20 due to the Covid-19 pandemic. In Q1FY21, during the period of              
nation-wide lockdown, the hospital’s OPD and elective surgeries were affected. Only emergency            
surgeries were performed during the period. This impacted the company’s revenue in Q1FY21             
which was only ~Rs. 18.30 Crs. compared to Rs. 22.50 Crs. in Q1FY20. The situation improved                
in Q2FY21 as the lockdown restrictions gradually eased. The revenue in Q2FY21 was Rs. 25.43               
Crs. compared to Rs. 23.85 Crs. in Q2FY20. However, H1FY21 revenue declined marginally             
from Rs. 46.35 Crs. in H1FY20 to Rs. 43.73 Crs. in H1FY21. Average Bed Occupancy, which                
was at 76% in FY20 and declined to 47% in Q1FY21, recovered to 61% in Q2FY21. ARPOB                 
improved in H1FY21 as the patients with relatively simple procedures deferred their treatment             
due to Covid-19. The business conditions have reportedly achieved normalcy in Q3FY21. 
 

● Geographical concentration risk: The company is exposed to geographic concentration risk as            
its only hospital is located at Cantonment, Trichy. The other hospital, under construction, is also               
at Trichy, at ~300 metres from the existing hospital. The vicinity of hospitals would make               
management and administrative control easier. However, the geographical concentration risk will           
remain high due to high dependence on local patients even though the hospital caters to referral                
cases from the other districts of the region.  
 

● Project execution risk: The company is in process of building a new 150 beds maternal and                
child care hospital at Trichy at an estimated project cost of ~Rs. 85.00 Crs. The land purchase has                  
been completed and approvals are being taken from various regulatory agencies. The hospital is              
expected to commence operations in April 2022. The project is being funded with Rs. 60 Crs. of                 
project loan which may impact the gearing and debt coverage metrics in the coming fiscals.               
Additionally, there is the risk of the project exceeding timeline and cost projections. 

 
● Exposure to regulatory risk: The healthcare sector functions under multiple layers of            

regulations of government and professional bodies. The onset of Covid-19 has increased the             
regulatory oversight and state intervention in the normal operations of the hospitals. Any directive              
in terms of pricing restrictions may potentially affect the margins of the industry as a whole. 
 

● Intense competition: The ability to attract talent remains critical amid intense competition from             
larger players. While the company’s hospital has created their own brand, it faces competition              
from larger players in the nearby towns/cities. Thus, the hospital’s ability to retain key medical               
talent to attract patients will be crucial in the long term. 
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Analytical Approach And Applicable Rating Criteria  
For arriving at its ratings, Brickwork Ratings has adopted a standalone approach and applied its rating                
methodology as detailed in the Rating criteria below (hyperlinks provided at the end of this rationale).                
The company has no subsidiary or associate as on 31Mar2020. 

Rating Sensitivities 
Ability of the company to further improve the revenue, ARPOB and patient numbers on sustained basis,                
execute the upcoming project in a timely manner without cost overrun and without any significant               
deterioration in gearing and debt coverage metrics, and diversify geographically, thus strengthening its             
overall credit profile would be the key rating sensitivities. 
 
Positive:  

● Significant revenue growth and/or diversification of revenue sources with a sustained           
improvement in bed occupancy and growth in patient volume, while maintaining and/or            
improving credit metrics 

● Specific credit metrics that could lead to an upgrade of KMC’s rating: (1) EBITDA margins               
above 25% on a sustained basis, (2) Gearing below 1.0 time on a sustained basis 

Negative:  
● Delays in project execution resulting in weakening of business performance and decline in             

revenue or profitability thereby impacting cash accruals 
● Deterioration in financial risk profile on account of debt-funded capital expenditure 
● Deterioration in gearing and debt coverage metrics due to increase in debt level 
● Disruption in project execution and supply chain due to Covid-19 pandemic 

 
Liquidity Position: Adequate 
The net cash accruals and EBITDA comfortably covered the debt obligations in FY20. The trend is                
expected to continue in FY21 and FY22. The excess of net cash accruals over CPLTD will provide                 
cushion for working capital requirements and future principal repayments. The company’s debt coverage             
ratios were comfortable as on 31Mar2020. However, ISCR will see some moderation in FY21 due to                
addition of new long term debt in FY21. The term loan repayment is expected to start from June 2022.                   
The company has no short term debt as on 31Mar2020. It had moderate cash and cash equivalents of Rs.                   
5.81 Crs. as on 30Sep2020. The cash conversion cycle of the company continued to be negative as on                  
31Mar2020. Current Ratio improved from 1.01 times as on 31Mar2019 to 1.43 times as on 31Mar2020                
due to increase in inventory and cash & cash equivalents. The same declined to 1.03 times as on                  
30Sep2020 primarily due to decline in cash & cash equivalents. Based on adequate net cash accruals and                 
operating profit and moderate cash & cash equivalents compared to low debt service obligations till FY22                
and comfortable debt coverage metrics, the company’s liquidity is adequate. 
 
About the Company 
KMC Speciality Hospitals (India) Limited (KMC) was originally incorporated as Advanced Medical Care             
Private Limited on 31Dec1982 under the Companies Act, 1956 and was converted into a Public Limited                
Company on 15Jul1988. The name of the company was changed to Seahorse Hospitals Limited on               
21Mar1995 and to its current name w.e.f. 24Oct2008. The management of Seahorse Hospitals Limited              
was taken over by Sri Kauvery Medical Care (India) Limited (SKMC) (BWR A/Stable) by February 2008                
end. The company is primarily engaged in the business of rendering medical and healthcare services. It                
runs a 227 beds multi-specialty hospital at Cantonment, Trichy, Tamil Nadu. The holding company,              
SKMC,  has 75% equity stake in KMC.  
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The company is in the process of launching a 150 beds Mother & Child Care Hospital in Trichy region                   
with an estimated project cost of Rs. 85 Crs. The project is being funded with debt of Rs. 60 Crs. and                     
equity of Rs. 25 Crs. The term loan being rated has been availed from SBI for the same project.                   
Moratorium on TL repayment is from 31Jul2020 to 31Mar2022. The repayment shall start from June               
2022. Interest cost during the Moratorium period would be funded out of cash flow of existing business.                 
The equity portion of Rs. 25 Crs. is expected to be funded with internal accruals. The company has                  
purchased land for the project at ~300 metres from the existing hospital at a cost of ~Rs. 33 Crs., funded                    
through ~Rs. 23 Crs. of term loan and ~Rs. 10 Crs. of internal accrual.  
 
Dr. S Chandrakumar is the Executive Chairman and Dr. S Manivannan the Managing Director.  
 
Financial Performance 

 
During H1FY21, the company reported total operating income of ~Rs. 44 Crs. 
 
Key Covenants of the facility rated: The terms of sanction include standard covenants             
normally stipulated for such facilities. 
 
Status of non-cooperation with previous CRA: Nil 
 
Rating History For The Previous Three Years [including withdrawal and suspended] 
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Key Parameters Units FY19 FY20 

Result Type   Audited Audited 

Operating Revenue Rs. Crs. 82.26 96.18 

EBITDA Rs. Crs. 16.29 21.36 

Net Profit Rs. Crs. 8.61 11.74 

Tangible Net Worth (TNW) Rs. Crs. 38.49 50.04 

Total Debt : Tangible Net Worth Times 0.27 0.17 

Current Ratio Times 1.01 1.43 

Facilities Current Rating Rating History 

 Tenure 
 

Amount 
(Rs. Crs.) Rating 2019 2018 2017 

Fund Based 

Term Loan Long Term 60.00 BWR BBB+/Stable 
Assigned Not Rated 

Total 60.00 Rupees Sixty Crores Only 



  

Complexity Levels of the Instruments 

For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf 
 
Hyperlink/Reference to Applicable Criteria  
 

 
 
 
 
 

  

 

 

KMC Speciality Hospitals (India) Limited  

ANNEXURE I 

Details of Bank Facilities rated by BWR 

Note: Besides the above mentioned facilities, the company has Rs. 7.76 Crs. of fund based loan facilities outstanding as on 
31Mar2020 with various banks and NBFCs not rated by BWR. 
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● General Criteria ● Services Sector 

● Approach to Financial Ratios  

Analytical Contacts 

Swarn Saurabh 
Ratings Analyst 
Board:  +91 80 4040 9940      Ext: 332 
swarn.s@brickworkratings.com 

Rajee R 
Senior Director – Ratings 
Board: +91 80 4040 9940 
rajee.r@brickworkratings.com 
 

                           1-860-425-2742                             I                                media@brickworkratings.com  

Sl. No. Name of the 
Bank 

Type of Facilities Long Term 
(Rs. Crs.) 

Short Term 
(Rs. Crs.) 

Total 
(Rs. Crs.) 

1 SBI Term Loan 60.00 - 60.00 

TOTAL - Rupees Sixty Crores Only 60.00 

http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
https://www.brickworkratings.com/download/Criteria-ServicesSector.pdf
http://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf
mailto:swarn.s@brickworkratings.com
mailto:rajee.r@brickworkratings.com


  
For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your                    
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change                    
the wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone                   
has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print                   
or electronic or digital media. 

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI]               
registered Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan,                  
Non- convertible / convertible / partially convertible debentures and other capital market instruments and bonds,               
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other            
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.             
BWR has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also                
rated NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal             
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic partners.                  
BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,                 
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations. 

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the               
issuer and other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any                   
data distortion; however, it does not examine the precision or completeness of the information obtained. And hence,                 
the information in this report is presented “as is” without any express or implied warranty of any kind. BWR does                    
not make any representation in respect to the truth or accuracy of any such information. The rating assigned by                   
BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and                    
BWR shall not be liable for any losses incurred by users from any use of this report or its contents. BWR has the                       
right to change, suspend or withdraw the ratings at any time for any reasons. 
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