Medi Assist Healthcare Ltd.

IPO Note

Company Overview

Medi Assist is a Bengaluru-based health-tech and insure-tech company that administers health bene-
fits to employers, retail members and public health schemes. The company provides third-party
administration services to insurance companies through its wholly-owned subsidiaries, Medi Assist
TPA, Advantage TPA and Raksha TPA. A third-party administrator is an organization that processes
health insurance claims for insurance companies and provides services such as policy administra-
tion, customer service and network management. As a third-party administrator, the company acts as
a facilitator between Insurance companies and their policyholders, Insurance companies and
healthcare providers (such as hospitals) and the Government and beneficiaries of public health
schemes. The company also facilitate other healthcare and ancillary services such as hospitalization
services, call centre services, customer relations and contract management services, billing services
and claims processing services through the company and other Subsidiaries, IHMS, Mayfair India,
Mayfair UK, Mayfair Group Holding, Mayfair Philippines and Mayfair Singapore. The company has
developed a pan-India healthcare provider network which comprises 18,754 hospitals across 1,069
cities and towns and 31 states (including union territories) in India and a network across 141 coun-
tries globally as of September 30, 2023.

Objects of the issue
The net proceeds from the fresh issue will be used towards the following purposes:
= Achieve the benefits of listing the Equity Shares on the Stock Exchange;

= Offer for sale - Rs. 1171.58 crores;

= General corporate purposes.

Investment Rationale

Well-established Third-Party Administrator in India

Medi Assist provides third-party administration services to insurance companies through its wholly-
owned subsidiaries, Medi Assist TPA, Advantage TPA and Raksha TPA. The company believes that
a market-leading position as a third-party administrator in India enhances the ability to benefit from
the prospects of the health insurance industry, enhances profitability and strengthens value proposi-
tion due to increasing economies of scale, ability to invest in cutting-edge technology and better
scale for negotiating with healthcare provider networks. The COVID-19 pandemic has brought about
a fundamental and lasting shift in behaviour across both the retail and group segments. This shift has
significantly driven substantial growth for several TPAs, including Medi Assist over the past three
Financial Years, despite the economic downturn caused by the pandemic in 2021. During FY23, re-
tail and group premiums increased by 31.91% compared to the previous year, partly due to the
heightened awareness of the need for adequate health insurance brought on by the pandemic. This
trend continues to support growth in the overall sector. With the company's leading market position,
technology-enabled ecosystem, longstanding relationships with insurers, hospitals and corporates
and pan-India presence, Medi Assist is well-positioned to take advantage of this growth.

Longstanding Relationships with a Majority of Insurance Companies

Medi Assist interacts with many participants in the health insurance ecosystem and generates reve-
nues predominantly from health and other general insurance companies. Over the years, the compa-
ny leveraged the domain expertise of the Indian health insurance ecosystem to establish trust and
strengthen longstanding relationships with these insurance companies. Insurance companies benefit
from a diverse range of services and the ability to manage many products and services. The compa-
ny has developed a longstanding client base of insurance companies where their clients trust and
rely on its services, technology infrastructure and expertise built over several years of experience for
day-to-day aspects of their businesses. The average relationship term with the four PSU insurance
companies was 20 years, and with 23 non-PSU sector insurance companies, it was nine years as of
September 30, 2023. The company share of retail and group benefits administration premiums under
management from non-PSU insurance companies has increased from 14.65% in FY21 to 21.3% in
FY23 and 24.3% during the six months ended September 30, 2023.
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Medi Assist Healthcare Ltd.

Valuation

Medi Assist provides third-party administration services to insurance companies that process health
insurance claims for insurance companies and provide services such as policy administration, cus-
tomer service and network management, among others. We believe that the company's market-
leading position as a third-party administrator in India enhances the ability to benefit from the pro-
spects of the health insurance industry, enhances profitability and strengthens value proposition due
to increasing economies of scale, ability to invest in cutting-edge technology and better scale for ne-
gotiating with healthcare provider networks. In addition to generating organic growth opportunities,
the company has demonstrated a history of integrating acquisitions with its business and consolidat-
ing its position in the health insurance industry. The company's ability to reduce acquisitions has
been a key strength, enabling it to continue delivering superior value to customers. The company has
a record of sustained consolidated revenue from operation, growing at a CAGR of 25.1% during
FY21-23. Medi Assist intends to pursue acquisition opportunities to expand existing service offerings,
increase market share in existing markets, or expand to new geographies. Medi Assist also wants to
pursue opportunities for carve-outs and alliances with insurance companies and focus on partner-
ships with employers and distributors. The issue is valued at a P/E of 38.2x on the upper price
band based on FY23 earnings, which is fairly valued. We, therefore, recommend an SUB-
SCRIBE rating for the issue.

Key Risks

= The companies contract with insurance companies and corporates to provide services. The
company's contractual arrangements with insurance companies are on a non-exclusive basis
and are usually for a term of one to three years or until such contracts are terminated by either
party and may be renewed at the sole will of the insurance companies. Any such termination
harms business and the results of operations.

= The company's loss of one or more large clients or a decline in the amount of business or fees
the company obtains from them, including due to them performing the services provided in-
house, could adversely affect business and the results of operations.

= The company income from benefit administration services provided to insurance companies
across group and retail portfolios is primarily generated as a percentage of premiums under
management, and any decline in premiums under management may adversely affect future rev-
enues and profitability
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Income Statement (Rs. in millions)

Particulars FY21 FY22 FY23 H1FY24
Revenue

Revenue from Operations 3,227 3,938 5,049 3,020
Total Revenue 3,227 3,938 5,049 3,020
Expenses

Cost of raw materials consumed 0 0 0 0
Employee benefit expenses 1,433 1,557 1,977 1,171
Other expenses 1,039 1,469 1,879 1,224
Total Operating Expenses 2,471 3,026 3,856 2,396
EBITDA 756 912 1,193 624
Depreciation and Amortization expenses 317 284 268 197
Other income 228 182 140 101
EBIT 668 810 1,066 527
Finance costs 57 30 30 13
Exceptional Item 0 26 0 -210
PBT 610 807 1036 304
Total tax 230 172 283 61
PAT 380 635 753 243
Diluted EPS 5.7 9.2 10.9 34

Source: RHP, BP Equities Research

Cash Flow Statement (Rs. in millions)

Particulars FY21 FY22 FY23 H1FY24
Cash Flow from operating activities 1,352 645 787 -189
Cash flow from investing activities -556 -829 -82 164
Cash flow from financing activities -108 -304 -314 -314
Net increase/(decrease) in cash and cash equivalents 688 -488 391 -340
Cash and cash equivalents at the beginning of the period -55 634 149 540
Cash and cash equivalents at the end of the period 634 146 539 200

Source: RHP, BP Equities Research
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Balance Sheet (Rs. in millions)

Particulars FY21 H1FY24
Equity and Liabilities
Equity Share Capital 0 344 344 344
Other Equity 2,925 3,049 3,492 3,822
Total Equity 2,925 3,393 3,837 4,166
Non-Current Liabilities
Financial Liabilities
(i) Borrowings 0 0 0 0
(ii) Lease Liabilities 257 175 187 168
Provisions 86 112 142 180
Other financial liabilities 0 0 73 67
Deferred tax liabilities (net) 0 0 32 116
Current Liabilities
Financial Liabilities
(i) Borrowings 0 0 1 1
(i) Lease Liabilities 96 100 119 145
(iii) Trade Payable 340 290 364 409
(iv) Other financial liabilities 159 133 351 169
Current tax liabilities 81 0 0 9
Provisions 52 66 121 141
Other current liabilities 234 216 116 182
Contract liabilities 1,222 1,537 1,713 2,273
Total Current Liabilities 2,185 2,342 2,785 3,329
Total liabilities 2,528 2,629 3,220 3,860
Total Equity and Liabilities 5,453 6,022 7,057 8,026
Assets
Non-Current Assets
Property, plant and equipment 291 212 274 286
Right of Use assets 268 201 269 283
Intangible Assets 410 410 754 1287
Other intangible assets 223 164 418 719
Intangible Assets under development 7 65 0 0
Financial Assets
(i)Investments 75 69 13 68
(ii)Other financial assets 62 59 117 581
Income tax assets (net) 303 492 662 698
Deferred tax assets(net) 106 95 91 130
Other non current assets 9 7 39 37
Total Non current assets 1,755 1,774 2,636 4,088
Current Assets
Investments 1,031 1,945 427 127
Trade Receivables 1,163 1,188 1,272 2,223
Cash and cash equivalents 1,147 625 2,115 765
Other Current Financial Assets 223 224 282 403
Other current assets 134 266 325 420
Total Current Assets 3,698 4,248 4,421 3,939
Total Assets 5,453 6,022 7,057 8,026
Source: RHP, BP Equities Research
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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