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Salient features of the IPO:

* Krishna Institute of Medical Sciences Limited (KIMS) operates 9
multi-specially hospitals under the ‘KIMS Hospitals’ brand name with
an aggregated bed capacity of 3,064 bed including over 2,500
operational beds as of March 2021.

*  KIMS’s flagship hospital at Secunderabad is one of the largest private
hospitals in India at a single location with a capacity of 1,000 beds

Valuation: At higher price band of Rs825, the issue is valued at P/E of
32.1x (on FY21 post issue EPS of Rs25.7).

Below are few key observations of the issue: (continued in next page)

* KIMS is a regional hospital player which provides healthcare services
through 9 hospitals located in AP and Telangana with total bed
capacity of 3,064 as of FY21. KIMS is the largest hospital player in AP
and Telangana as bed capacity is 2.2 times more than the second
largest healthcare services provider in this region.

* KIMS flagship hospital is situated at Secunderabad (Telangana) having
1,000 bed capacity. In revenue mix, this hospital accounted for 53%
of total revenue generated in FY21.

* KIMS has significantly expanded its network through acquisition of
hospitals in the recent years. ~¥33% of bed capacity has been installed
in the last four years.

* As per mgmt, KIMS is an affordable quality care across Tier | and
Tierll/lll cities with ~20-30% lower prices compared other private
hospitals in South India, resulting in lower ARPOP than peers. KIMS
ARPOB was Rs18,300 in FY20 v/s Rs37,000 for Apollo, Rs51,000 for
Max and Rs43,600 for Fortis.

* In FY21, KIMS’s ARPOB was Rs20,609 (Rs39,571 for hospitals in Tier |
and Rs11,187 for Tierll/lll hospitals). KIMS’s bed occupancy rate was
78.6% and an ALOS of 5.53 days.

* KIMS offers a comprehensive range of healthcare services across over
25 specialities and super specialities. Revenue is diversified across
specialities include 17.8% from cardiac sciences, 12.6% from neuro
sciences, 9.3% from renal sciences, 4.6% from orthopaedics, 5.3%
from gastric sciences, 5.7% from oncology, 6.1% from mother & child
care among others. Top 10 doctors contributed 22% and top 25
doctors at 36% of total income.

* Qut-patient volume reduced -4% during FY19-FY21 mainly due to
COVID-19 related lockdown though the impact was offset by increase
in in-patient volume driven by Covid-19 critical cases which required
hospitalization.

* Despite the low ARPOB, return ratios remained healthy (pre issue RoE
at 23.8% in FY21). Mgmt attributed this to rationalizing doctor,
procurement and other administrative costs. EBIDTA margin
improved from 8.8% in FY19 to 27.9% in FY21 (peer average of 16%).
However sustaining margin at these levels will remain challenging

task for KIMS.
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Recommendation Subscribe with Caution

Price Band Rs815 - Rs825 per share
Face Value Rs10 per share
Fresh Issue Size Rs200 cr

Share for Fresh Issue 0.242 cr shares

OFS Issue Size Rs1,943.7 cr

Total Issue Size Rs2,143.7 cr
Bidding Date Jun 16' 2021 - Jun 18' 2021
IE\;/;(rZQP at Higher Price Rs6,601.4 cr
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Retail Individual 10%
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Shareholding Pattern

Pre-Issue Post Issue
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group
Public 53.2% 61.2%
Total 100.0% 100.0%
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*  KIMS reported 20% CAGR in operating revenue during FY19-FY21 as compared to flat or single digit growth in
peers while profitability also remained strong with NPM at 15.5%. The company strategized to increase
out-patient volume and reduce ALOS to boost profitability going forward.

* Outlook of healthcare sector remains buoyant given the ongoing pandemic and likely increase in spending due
to health cautiousness. As per the Crisil report, India’s healthcare sector is expected to grow at a CAGR of 17-
18% during 2020-24.

* Considering the financial performance, KIMS reported strong performance in top line and bottom line, way
above the industry trend. Return ratios (RoE/RoA at 19.3%/12.6% post issue) are driven by strong growth and
margin performance. EBIDTA margin stood at 27.9% in FY21 v/s industry average of ~16%. We view sustaining
margin at these levels (way above industry trend) would remain challenging task. Further, business is skewed
towards particular region AP and Telangana which may restrict KIMS to leverages the growth opportunities
from overall development of domestic healthcare sector.

* At higher price band of Rs825, demanded market cap of Rs6,601.4 cr is valued at P/E of 32.1x. EPS improved to
Rs25.7 in FY21 from Rs14.4 in FY20 mainly driven by strong margin performance. On P/S(x) basis, KIMS is
valued at 5x P/S above industry average of 3.7x (Apollo, Narayana, Shalby and Kovai), which looks expensive.
Business growth & return ratios maintained at healthy level but sustainability remains challenging.

Considering all these parameters, we assign ‘Subscribe with Caution’ rating to issue

Peer comparison

s CMP 6M 12M M Cap EBIDTA Mar. NPM RoE RoA
(Rs/s) (R%) (R%) (Rs cr) (%) (%) (%) (%)
KIMS 825 - - 6,601 27.9% 15.5% 19.3% 12.6%
Apollo Hospitals Enterprise Ltd 3,337 41.6% 138.0% 46,718 10.1% 1.9% 6.4% 2.0%
Narayana Hrudayalaya Ltd. 491 21.0% 71.0% 10,036 6.8% -0.5% -1.2% -0.5%
Shalby Ltd. 166 58.0% 140.0% 1,793 20.0% 9.7% 5.0% 4.2%
Kovai Medical Center & Hospital Ltd. 1,431 34.2% 125.0% 1,574 28.0% 11.3% 15.3% 6.1%
Max Healthcare Institute 255 86.0% - 24,633 16.1% -5.5% -2.4% -1.6%
. P/E P/BV P/S EV/EBIDTA D/E EPS
Companies (Rs cr) x) x) x) x) x) (Rs/s) Net Worth BVPS
KIMS 32.1 7.5 5.0 17.7 0.3 25.7 1,064 441
Apollo Hospitals Enterprise Ltd 231.3 14.9 4.4 45.9 1.0 14.4 3,136 224
Narayana Hrudayalaya Ltd. -716.9 9.0 3.9 59.6 0.5 -0.7 1,120 55
Shalby Ltd. 42.7 2.1 4.2 20.3 0.0 3.9 835 77
Kovai Medical Center & Hospital Ltd. 20.2 3.1 23 10.5 1.2 70.9 510 464
Max Healthcare Institute -178.5 4.4 9.8 62.0 0.2 -1.4 5,639 58
Sales CAGR Bed EBIDTA/ ™ Total Assets
FY19-FY21 Capacity Bed EBIDTA
KIMS 20.4% 3,064 0.12 1,330 371 205 6,557 1,636
Apollo Hospitals Enterprise Ltd 5.1% 10,197 0.11 10,614 1,074 202 49,301 10,309
Narayana Hrudayalaya Ltd. -5.0% 6,752 0.03 2,582 175 -14 10,429 2,770
Shalby Ltd. -3.3% 2,012 0.04 431 86 42 1,745 997
Kovai Medical Center & Hospital Ltd. 4.8% 1,390 0.14 690 193 78 2,018 1,281
Max Healthcare Institute - 3,400 0.12 2,505 404 -138 25,058 8,544

*-KIMS's ROE/ROA calculated on post issue basis. Revenue, EBIDTA per bed is calcuted on
instralled bed capacity

Source: Choice Broking Research, RHP
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About the issue:

* Krishna Institute of Medical Sciences (KIMS) is coming with initial public offering of Rs2,143.7 cr.
* The issue comprises fresh issue of Rs200 cr and offer for sale (OFS) of 2.356 cr shares.

* At the higher price band of Rs825, fresh number of shares are stood at 0.242 cr. While OFS size comes at Rs1,943.7 cr
at the higher price band.

e OFS constitutes 90% of the total issue.

*  Promoter & promoter group is selling 0.52 cr shares. Post issue, promoters’ stake will reduce to 38.8% from 46.8%
pre issue.

* General Atlantic is selling 1.6 cr of shares. Post Issue, General Atlantic stake will reduce to 19.7% from pre-issue of
40.9%. Average cost of acquisition is Rs310 for General Atlantic.

* Average cost of acquisition for major promoter Dr. Bhaskhara Rao is Rs89.8.
* Issue will open for subscription on Jun 16’ 2021 and close on Jun 18’ 2021

* Not less than 75% of the net offer shall be available for allocation on a proportional basis to a qualified institutional
investors (Qlls).

* Further not more than 15% shall be available for allocation on a proportional to non-institutional investors (Nlls) and
not more than 10% of net offer shall be available for allocation to Retail Institutional Investors (RIls).

* Out of total issue, Rs20 cr is reserved for employees.

* Adiscount of Rs 40 per share will be given to the eligible employees bidding in the employee reservation portion.

Objective of Offer
Fresh Issue Rs200 cr

Repayment/ pre-payment, in full or part, of certain borrowings

availed by company Rs150 cr

General corporate purposes Rs50 cr

Indicative IPO process time line:

Unblocking of
ASBA Account
24-Jun-2021

Offer Closes on
18-Jun-2021

Offer Opens on Finalization of Commencement
16-Jun-2021 Basis of Credit to Demat of Trading
Allotment Accounts 28-Jun-2021
23-Jun-2021 25-Jun-2021

choicebroking.com
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Company introduction:

KIMS is one of the largest corporate healthcare group in AP and Telangana in terms of number of patients treated and
treatments offered. KIMS operate 9 multi-specialty hospitals under the ‘KIMS Hospitals’ brand, with an aggregate bed
capacity of 3,064, including over 2,500 operational beds as of Mar 31, 2021, which is 2.2 times more beds than the second
largest provider in AP and Telangana. KIMS offer a comprehensive range of healthcare services across 25 specialties and
super specialties including cardiac sciences, oncology, neurosciences, gastric sciences, orthopaedics, organ transplantation,
renal sciences and mother & child care.

KIMS'’s flagship hospital at Secunderabad is one of the largest private hospitals in India at a single location with a capacity of
1,000 beds. KIMS has grown from a single hospital to a chain of multi-specialty hospital through organic growth and strategic
acquisition. The company has significantly expanded hospital network in recent years through acquisitions of hospitals in
Ongole (AP) in FY17, Vizag (AP) and Anantapur (AP) in FY19 and Kurnool (AP) in FY20. KIMS expanded ~33% of capacity (one
third of 3,064 bed) in the last four years.

KIMS is the Dominant Regional Player

Nernber of beds by ey pleyes n Anchra Pradsh and Talangans )

Diversified Revenues Across Specialties with cardiac sciences, neurosciences,
gastric sciences, orthopedics, renal sciences, interventional puimonology etc.

identified as focus specialties for growth 3,064
Scale Leadership with 1.6x bed capacity
Cardiac Scisnce compared to next largest player in Andhra
192% Pradesh and Telangana
1904
KNeuro Science 134 1,282
EY29 12.56%
80
Organ
Transplantation ~ 350+
1.86% \_/_I Renal Science 177
9.30%
Gastric Science KMS Yeshods  fpole  Cae MG Sushine  HOG
5.25% ) MEC Care
O"ngﬂgd'cs B.11% Diersied Prasence across Ter | and Ter I Gies n Anchra Pradash and Telangaria
o (]

Source: Choice Broking Research, RHP
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Business Overview:

Company’s business is skewed towards the southern region where KIMS have a strong understanding of regional nuances,
customer culture and the mindset of medical professionals and where there is significant and growing need for quality and
affordable healthcare services. KIMS has expanded into nine cities across AP and Telangana through a combination of
greenfield, brownfield and acquisition-led expansion. Current network consists of hospitals strategically located to serve the
healthcare needs of AP and Telangana across urban Tier 1 cities such as Secunderabad and Hyderabad and more rural Tier 2-
3 areas such as Vizag, Nellore, Rajahmundry, Srikakulam, Ongole, Anantapur and Kurnool.

Revenue is diversified across specialities. In FY21, operating revenue mix include 17.8% from cardiac sciences, 12.6% from
neuro sciences, 9.3% from renal sciences, 4.6% from orthopaedics, 5.3% from gastric sciences, 5.7% from oncology, 6.1%
from mother & child care, 1.9% from organ transplant, 35.28% from other specialties and 1.48% from other income. Top 10
doctors contributed 21.8% of total income and the top 25 doctors contributed 36.1% of total income in FY21.

As of FY21, KIMS bed capacity was 3,064 and bed occupancy rate of 78.6%. Inpatient volume rose by modest CAGR of 2.3%
while outpatient volume reduced by CAGR of -4% during FY19-FY21. As per the mgmt, outpatient volume reduced during
FY19-FY21 mainly due to COVID-19 related lockdown, quarantines and other travel related restrictions, which resulted in
fewer people traveling to hospitals to seek outpatient treatment. Though the impact was offset by increase in volume of
inpatient driven by Covid-19 critical cases which required hospitalization.

Margin performance improved significantly with EBIDTA margin improved to 27.9% in FY21 v/s 8.8% in FY19. PAT rose to
Rs205 crin FY21 as compared to loss of Rs-49 cr in FY19.

CAGR
FY19 FY20 FY21
FY19-FY21
Bed Capacity 2,804 3,004 3,064 4.5%
Bed occupancy rate (%) 71.8% 80.5% 78.6%
Inpatient Volume 1,11,382 1,40,676 1,16,592 2.3%
Outpatient Volume 9,00,043 11,37,560 8,30,211 -4.0%
EBIDTA (Rs cr) 81 245 371 114.0%
EBIDTA Margin (%) 8.8% 21.8% 27.9%
PAT (Rs cr) (49) 115 205
Secunderabad”  Neilore Rajahmundry  Srikakulam  Kondapur Ongole Vizag Anantapur Kurnool
Ownership % 100.00%  100.00% 100.00% 57.83% 75.26% 100.00% 51.00% 80.00% 55.00%
Bed capacity 1,000 250 120 200 200 350 434 250 200
Operational beds™ 885 250 120 150 150 150 314 215 200
3;?&“““““’ rate 7943%  79.97% 9331% 76.50% 96.59% 95.74% 70.44% 83.53% 72.58%
0
ALOS (days)™ 4.70 345 340 486 3.55 365 520 5.28 4.56
ARPOB (3 per day)® 26,225 15,155 19,302 10,322 33388 13,548 7.622 10,621 8,560
Inpatient volume 45 402 18,191 11,019 7,762 11,909 11,489 14,046 10,394 10,464
Outpatient volume 372900 139,577 60,334 48,863 1253891 1,12.293 1.27.208 72,505 77,989
Hospital revenue (2 in 559574 95112 723.15 38911 141258 568.12 556.53 592.88 408.19
millions)®
Revenue from
inpatients (Z in 444688 752.40 494.66 327.40 1,191.99 361.69 417.84 434.86 371.69
millions)®
Revenue from
outpatients (% in 1,148.87 198.72 228.49 61.72 220.59 206.43 138.68 148.02 36.50
millions)
EBHDAE(; n 1,598.03 240 54 16452 72,63 351.74 94.08 (1762) 49.93 (10.26)
millions)
EBITDA margin® 2794%  25.20% 22.74% 18.46% 24.73% 16.43% (3.15%) 8.53% (2.50%)
m r o1 o 1 1 ]

Source: Choice Broking Research, RHP
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Competitive strengths:

* Regional leadership driven clinical excellence and affordable healthcare

e Ability to attract, train and retain high quality doctors, consultants and
medical support staff

e Track record of strong operational and financial performance

* Well positioned to consolidate in India’s large, unorganized yet rapidly
growing and underserved affordable healthcare market

* Disciplined approach to acquisition resulting in successful inorganic growth

* Experienced senior management team with strong institutional shareholder
support

Business strategy:

* Strengthen existing hospitals and specialities

» Strategically grow presence in adjacent markets

* Implementation of initiatives to improve existing operating efficiencies
* Invest in digital health care and technology

Risk and concerns:

* Sustainability of health return ratios above industry trend
* Pressure in out-patient volume
* Business sensitive to specific region namely AP and Telangana

A\\ choicebroking.com



RY;

/C\

Choice

Nurturing Financial Excellence

Financial statements:

Rs crore
Profit & Loss A/c

Particulars

918

1,123

Operating Revenue (OR) 1,330

Employee Benefit Expenses

(163) (198) (220)

m
@
5
o
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81 245 371

EBIT 25 174 301
Other Income 6 6 10
PBT (15) 141 279
PAT (49) 115 205
Balance Sheet

Particulars FY19 FY20 FY21
Share Capital 74 74 78

Non-controlling interests 26 13 12

Long Term Provisions 10 14 16
Trades Payables 104 123 132
Short Term Provisions 6 7 10
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Intangible Assets 102 111 110

Non-current tax assets (net) 37 40 13

Non-current financial assets 2 0 3
OtherNon CurrentAssets 37 13 12
Inventories 27 30 24

Cash and Bank Balances 10 46 284
Other Current Assets 5 6 9

AN
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Cash Flow Statement

Particulars

Cash Flow from Operating

Activities 134

202 356

Purchase of fixed assets and

properties (77)

(52) (94)

Net Cash Flow (3) 32 12

Closing Balance of Cash and

Bank Balances 8 a1 >2
Financial Ratios

Particulars FY19 FY20 FY21
Revenue Growth Rate (%) 22.3% 18.5%
EBITDA Growth Rate (%) 202.6% 51.4%
EBITDA Margin (%) 8.8% 21.8% 27.9%
EBIT Growth Rate (%) 611.7% 72.8%
EBIT Margin (%) 2.7% 15.5% 22.7%
Adjusted PAT Growth Rate (%) -335.8% 78.6%
Reported PAT Margin (%) -5.3% 10.3% 15.5%

Inventories Turnover Ratio (x) 34.2 37.0 55.2
Trade Receivable Turnover

Ratio (x) 7.4 8.5 12.1
Accounts Payable Turnover

Ratio (x) 8.8 9.1 10.1
Fixed Asset Turnover Ratio (x) 1.2 1.4 1.6
Total Asset Turnover Ratio (x) 0.8 0.9 0.9

Working Capital Turnover Ratio

(x 0.0

63.7 9.4

‘

Current Ratio (x) 1.0 1.2 1.9
Debt to Equity (x) 0.5 0.5 0.3
Total Debt (Rs.) 260.3 278.8 1,148.25
Net Debt (Rs.) 241.3 227.7 -68.1
Net Debt to EBITDA (x) 3.0 0.9 -0.2
Net Debt to Equity (x) 0.4 0.4 -0.1

RoE (%) -9.0% 19.2% 7.3%
RoA (%) -4.4% 9.6% 2.8%
RoCE (%) 3.0% 19.5% 28.0%
RolC (%) -9.9% 13.5% 17.8%
EV 6,851.5 6,834.5 6,556.9
EV/Sales (x) 7.5 6.1 4.9
EV/EBIDTA (x) 84.6 27.9 17.7

EPS 6.1 14.4 25.7
BVPS 70.8 76.4 109.5
OCF/sh 16.7 25.2 445
FCF/sh 5.0 29.0 26.1
Valuation ratios
P/E (x) -135.3 57.4 32.1
P/BVPS (x) 11.6 10.8 7.5

P/S (x) 7.2 5.9 5.0
EV/EBITDA (x) 84.6 27.9 17.7

Source: Choice Broking Research, RHP
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Equity Research Team

Sundar Sanmukhanis Head of Research - Fundamental sanmukhanis@choiceindia.com

Satish Kumar Research Analyst satish.kumar@choiceindia.com

Rajnath Yadav Research Analyst rajnath.yadav@choiceindia.com

Ankit Pareek Research Associate ankit.pareek@choiceindia.com

Yug Tibrewal Research Intern yug.tibrewal@choiceindia.com
Disclaimer

This is solely for information of clients of Choice Broking and does not construe to be an investment advice. It is also not intended as an offer or solicitation
for the purchase and sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your responsibility alone
and Choice Broking its subsidiaries or its employees or associates will not be liable in any manner for the consequences of such action taken by you. We have
exercised due diligence in checking the correctness and authenticity of the information contained in this recommendation, but Choice Broking or any of its
subsidiaries or associates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in
the information contained in this recommendation or any action taken on basis of this information. This report is based on the fundamental analysis with a
view to forecast future price. The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal
views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly
related to specific recommendations or views expressed in this report. Choice Broking has based this document on information obtained from sources it
believes to be reliable but which it has not independently verified; Choice Broking makes no guarantee, representation or warranty and accepts no
responsibility or liability as to its accuracy or completeness. The opinions contained within the report are based upon publicly available information at the
time of publication and are subject to change without notice. The information and any disclosures provided herein are in summary form and have been
prepared for informational purposes. The recommendations and suggested price levels are intended purely for stock market investment purposes. The
recommendations are valid for the day of the report and will remain valid till the target period. The information and any disclosures provided herein may be
considered confidential. Any use, distribution, modification, copying, forwarding or disclosure by any person is strictly prohibited. The information and any
disclosures provided herein do not constitute a solicitation or offer to purchase or sell any security or other financial product or instrument. The current
performance may be unaudited. Past performance does not guarantee future returns. There can be no assurance that investments will achieve any targeted
rates of return, and there is no guarantee against the loss of your entire investment.

POTENTIAL CONFLICT OF INTEREST DISCLOSURE (as on date of report) Disclosure of interest statement — ¢ Analyst interest of the stock /Instrument(s): - No.
Firm interest of the stock / Instrument (s): - No.

CONNECT US Choice Equity Broking Pvt. Ltd.
Choice House, Shree Shakambhari Corporate Park, Plt No: -156-158,

Any kind of queries on RESEARCH, J.B. Nagar, Andheri (East), Mumbai - 400 099.
You can contact us on: 022 - 6707 9999 €, +91-022-6707 9999
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