. \777 T —————

==

Yatharth Hospital & Trauma
Care Services Ltd.

Powered by

U NIRMAL BANG

a relationship beyond broking

|_Recommendation | Subscribe | BACKGROUND

Price Band Rs 285-300 Company Overview:

Incorporated in 2008, Yatharth Hospital and Trauma Care Services Ltd.
(Yatharth) is a multi-care hospital chain. Yatharth Hospital operates
through its super specialty hospitals situated in Delhi NCR - Noida, Greater
Noida, and Noida Extension, Uttar Pradesh. The hospital located in Noida
Extension Hospital has 450 beds and is one of the largest hospitals in the
Sector Healthcare area. Further, they acquired a 305-bedded multi-specialty hospital in
Orchha, Madhya Pradesh near Jhansi, which commenced operations in
Apr’'22; taking total bed capacity to 1405.

Bidding Date 26 —28 July

Intensive Fiscal Services,
Ambit Private, IIFL Sec.

Registrar Link Intime India Pvt. Ltd.

Book Running Lead Manager

IPO NOTE

Minimum Retail Application- Detail At Cut off Price

Number of Shares 50  Objects and Details of the Issue:
Minimum Application Money Rs 15000 The public issue consists of fresh Issue of Equity shares aggregating upto Rs
. 490 Cr and Offer for sale of Equity Shares aggregating upto Rs 197 Cr.
Discount to NIL . . - .
Out of the fresh issue net proceeds, Rs 245 Cr will be utilized in repayment
Payment Mode ASBA  of debt; Rs 198 Cr will used to fund capex and further inorganic growth
initiatives. Remaining of the proceeds will be utilized for general corporate
purposes.
Revenue 401 >20 Investment Rationale:
EBITDA 111 134 e One of the leading super-specialty hospital in Noida with diverse
Adj PAT 44 66 specialty and payer mix

e Introducing new specialties at existing hospitals leading to higher ARPOB
Valuations (FY22) Upper Band

e Scaling through organic and inorganic manner in current markets

Market Cap (Rs Cr) 2576 e Healthy Financials

Adj EPS 7.66 Valuation and Recommendation:-

o 39 Yatharth is one of the largest hospitals in Noida region. No. of occupied
beds and ARPOB grew by 13% and 12% CAGR respectively over FY21-23;

EV/ EBITDA 20.9 which led to a 51% CAGR growth in company’s revenue. EBITDA grew at a

Enterprise Value (Rs Cr) 2801 CAGR of 41% over the aforementioned period. India’s current healthcare

. expenditure is largely dominated by private expenditure. North India
Post Issue Shareholding Pattern

regions including Haryana and Uttar Pradesh have lower than average

Promoters 66% doctor and nurse density per 10,000 population. This is expected to

public 34% improve going ahead, favouring company’s expansion plans. Yatharth’s

. . recent acquisition of Jhansi-Orchha is aimed at further expanding into new

geographies and to grow their presence into regional healthcare market.

QiB (Including Mutual Fund) 50% company intends to focus on more advanced specialties; having high

Non-Institutional 15% demand in respective markets and deliver a higher ARPOB. With high ROE
and ROCE of 36% and 24.4% respectively, we believe Yatharth is being

H 0,

Retal ) ) 3% offered at a reasonable valuation of 20.9x FY23 EV/EBITDA as compared to

Post Issue Equity (Rs.in cr) 8585 its peers. With healthy financials along with growth potentials in Northern

Issue Size (Rs in cr) 687 India, we recommend ‘SUBSCRIBE’ to the issue.

Face Value (R =
Net Revenues 229 404 520

Avish Jain Growth 56.6% 75.3% 29.8%

Research Analyst EBIDTA 67 111 134

(+91 22 6273 8021) EBITDA Margins 29.3% 27.6% 25.7%

avish.jain@nirmalbang.com PBT 28 63 88
Adjusted PAT 18 44 66
EPS 2.1 5.1 7.7
ROCE 17.6% 22.6% 24.4%
EV/EBITDA 41.8 25.3 20.9
P/E 141.8 58.5 39.2

Source: Company data, NBR
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Company Background

Yatharth Hospital & Trauma Care Services Ltd (Yatharth) operate 3 super specialty hospitals in Delhi NCR, i.e., at
Noida, Greater Noida and Noida Extension. Further, they acquired a 305-bedded multi-speciality hospital in Orchha,
Madhya Pradesh near Jhansi (“Jhansi-Orchha”) which commenced commercial operations from Apr’22, and is one of
the largest hospitals in Jhansi-Orchha-Gwalior region in terms of number of beds. With this acquisition, their total
bed capacity has increased to 1,405 beds. In addition, their critical care program comprises 394 critical care beds, as
of FY23. Noida Extension Hospital and Greater Noida are the 8th and 10th largest private hospital in Delhi NCR,
respectively, in terms of number of beds in FY23.

As of FY23, Yatharth had 609 doctors engaged on their panel for servicing the patients offering healthcare services
across several specialties and super specialties such as Cardiology, Neuroscience, Orthopaedics, Oncology, Urology,
etc. In FY23 the hospital had 3303 individuals engaged with the company including 178 resident medical officers,
267 consulting doctors and 164 visiting doctors. Company also intends to introduce new specialties at their existing
hospitals, such as radiation therapy to their oncology department at their hospitals located in Noida Extension and
Jhansi-Orchha.
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Yatharth commenced operations in 2008 with a clinic in Noida and thereafter established their 1st hospital in
Greater Noida in November 2010. This hospital has since grown to become a super-specialty tertiary care hospital
with 400 beds, including 112 critical care beds, 9 modular and other operation theatre. The 2" hospital in Noida
commenced in 2013 as a 250-bedded super-specialty tertiary care hospital. The 3™ hospital located in Noida
Extension is a 450-bedded tertiary care hospital with a mix of 11 modular and other operation theatres. It also has
125 critical care beds and had commenced operations in May 2019. Further, they acquired a 305-bedded Jhansi-
Orchha hospital in Q4FY22. It commenced commercial operations from Apr'22, and is equipped with 11 modular and
other operation theatres and has 76 critical care beds.

IPO NOTE

Key Operating Metrics of each Hospital (FY23)

Particulars Greater Noida Noida Noida Extension Jhansi-Orchha
Total bed capacity 400 250 450 305

No. of census beds 330 215 390 250

No. of ICU beds 112 81 125 76

Bed occupancy rate (%) 62.4% 87.9% 31.3% 8.4%
ARPOB (Rs) 26,539 24,949 30,475 17,692
ALOS 4.35 5.77 3.14 3.79

Source: RHP, NBR

Revenue Split (Hospital Wise)

FY21 FY22 FY23
Rs Cr. Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue
Greater Noida 81 35% 170 42% 199 38%
Noida 68 30% 128 32% 172 33%
Noida Extension 80 35% 102 26% 136 26%
Jhansi-Orchha - - - - 13 3%
Total Revenue 229 100% 401 100% 520 100%

Source: RHP, NBR
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Investment Rationale

One of the leading super-specialty hospital in Delhi NCR with diverse specialty and payer mix

Yatharth engaged 609 doctors led by experienced clinical department directors and offer a range of healthcare
services across their specialties and super specialties including Cardiology, Neuroscience, Orthopaedics, Oncology,
Urology, etc. Company’s operations encompass all levels of healthcare services from primary to tertiary.
Diversification of revenue in terms of specialties, hospital and customer mix allows them to grow their business
whilst maintaining a relatively de-risked business proportions and allows them to impose differential pricing and
marketing strategies more effectively to attract the customers and the patients.

Revenue Mix Payer Category
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90%
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Government bodies under govt. schemes ®Insurers W Self-payers

Source: RHP, NBR

Introducing new specialties at existing hospitals leading to higher ARPOB

Yatharth is intending to introduce new specialties at their existing hospitals such as radiation therapy to their
oncology department at their hospitals located in Noida Extension and Jhansi-Orchha. Company’s existing oncology
treatment includes medical and surgical oncology and by introducing radiation therapy, they aspire to make Noida
Extension hospital as their centre of excellence for complete oncology treatment.

Company has also started bone marrow and kidney transplant operations at their Noida Extension and Greater
Noida hospitals. Further, they have also received requisite approvals to start liver transplant at their Noida Extension
hospital. They also plan to introduce an additional specialty of human organ transplant and intend to develop their
Greater Noida hospital as their Organ Transplant centre. Both oncology treatment and human organ transplant are
expensive treatments; thereby increasing company’s ARPOB substantially.
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Scaling through organic and inorganic manner in current markets

Company has its hospitals in Delhi NCR region which has witnessed strong economic growth in the last few years.
With more population moving from rural region to urban region, Yatharth is looking to capitalise this growth by
expanding the network of hospitals through brownfield and greenfield projects, strategic acquisitions and
arrangements with third party service providers.

After acquiring a 305-bedded multi-speciality hospital in Jhansi-Orchha, company has now been allotted 1,885.15
sg.mtr of land adjacent to its Greater Noida hospital with intention to expand the bed capacity by 200 beds. Further,
they have emerged as the highest bidder to lease 3,660.00 sq. mtr of land adjacent to their Noida Extension hospital
with the intention to expand the bed capacity. However, the process to enter into definite agreements with the
authorities is currently in process and no such agreements have been entered. They also intend to explore
opportunities for expansion via asset-light models or models involving no ownership of assets.

Healthy Financials

Company has reported strong growth in revenue and profitability over the past few years on account of bed
addition and increase in occupancy rate. Revenue grew at a CAGR of 51% over FY21-FY23; whereas EBITDA grew at a
CAGR of 41% over the same period with margins of 26% in FY23. Number of operational beds increased from 864 in
FY21 to 1405 in FY23. Occupancy rate in FY23 was lower at 49% as the company acquired Jhansi-Orchha hospital
operating at 8%. Occupancy level ex Jhansi-Orchha stood at around 50%. Ramp up in Jhansi-Orchha hospital will
increase its occupancy rate; thereby improving profitability.

Revenue Growth (YoY) EBITDA & Margins
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Key Risks & Concerns

Unfavorable government policies & regulations

Healthcare industry is a highly regulated industry which requires compliance with applicable safety, health,
environmental and other governmental regulations. The company may incur substantial costs in order to comply
with current or future laws, rules and regulations.

IPO NOTE

Retention of healthcare professionals

Yatharth’s performance and growth strategies depends substantially on its ability to attract and retain experienced
doctors, nurses and other healthcare professionals in a highly competitive industry. The demand for doctors is highly
competitive. The availability of specialist doctors is limited by the training period, which can be up to 15 years and
even longer for certain medical specialties. If the company is unable to attract or retain medical personnel as
required, it may not be able to maintain the quality of its services and could be forced to admit fewer patients,
which may adversely impact its revenue.

Competition from other Hospitals

Competition in the healthcare industry has increased with new hospitals coming up in the geographies Yatharth
operates in. A highly competitive industry, coupled with tightening of healthcare regulations, has made it difficult for
smaller players in the industry to stay profitable. Larger hospital brands like Apollo, Max and Medanta, typically have
stronger financial discipline and negotiating power with suppliers, better ability to attract medical talent, and
greater capital and administrative resources to meet these needs over standalone hospitals. If the company is not
able to attract or retain such professionals then the competitive pressure can have an adverse impact on the
company’s business and financial condition. In addition, any consolidation in the healthcare industry may lead to
concentration of market share which may exert pricing and recruiting pressure.

Delay in receiving payments from government bodies

Revenue from government bodies contribute more than 37%. Receiving payments from government usually takes
time which increases company’s receivable days. Any delays in receiving payment of significant outstanding dues
from government bodies may have a material adverse impact on its business, financial condition, cash flows, results
of operations and prospects.

7|Page
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Valuation and Recommendation

Yatharth is one of the largest hospitals in Noida region. No. of occupied beds and ARPOB grew by 13% and 12%
CAGR respectively over FY21-23; which led to a 51% CAGR growth in company’s revenue. EBITDA grew at a CAGR of
41% over the aforementioned period. India’s current healthcare expenditure is largely dominated by private
expenditure. North India regions including Haryana and Uttar Pradesh have lower than average doctor and nurse
density per 10,000 population. This is expected to improve going ahead, favouring company’s expansion plans.
Yatharth’s recent acquisition of Jhansi-Orchha is aimed at further expanding into new geographies and to grow their
presence into regional healthcare market. Company intends to focus on more advanced specialties; having high
demand in respective markets and deliver a higher ARPOB. With high ROE and ROCE of 36% and 24.4% respectively,
we believe Yatharth is being offered at a reasonable valuation of 20.9x FY23 EV/EBITDA as compared to its peers.
With healthy financials along with growth potentials in Northern India, we recommend ‘SUBSCRIBE’ to the issue.

Listed Peers

FY23 Figures Fortis Healthcare Max Healthcare Apollo Hospitals Narayana HrudalayaZ KIMS Global Health Ltd Average Yathrath Hospitals
Revenue 6,298 4,563 16,612 4,525 2,198 2,694 6,148 520
CAGR (FY21-23) 25% 35% 25% 32% 29% 36% 30.4% 51%
EBITDA Margin 17.5% 27.2% 12.1% 21.8% 27.5% 22.7% 21.5% 25.7%
Asset Turns (x) 0.5 0.5 1.2 1.1 0.7 0.7 1 1.1
Wkg Cap Days (9) 33 22 25 30 136 39 54
ROCE 12.5% 15.0% 14.6% 31.6% 25.1% 16.8% 19.3% 24.4%
ROE 9.4% 14.9% 13.9% 33.1% 21.3% 16.1% 18.1% 35.9%
Debt/Equity 0.1 0.1 0.4 04 0.3 0.5 0.3 1.4
EV/EBITDA 233 47.4 39.1 219 25.7 30.7 313 20.9
P/E 42.9 53.6 91.3 34.8 444 58.1 54.2 39.2

Source: RHP, NBR
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Financials
P&L (Rs. Cr) FY19  FY20  FY21 FY22 FY23
Net Revenue 102 146 229 401 520 Share Capital 16 16 16 66 66
% Growth 43% 57% 75%  30% Other Equity & minority int 42 46 64 51 117
Raw Materials 19 27 46 81 93 Networth 58 62 81 117 183
% of Revenues 19% 18% 20% 20%  18% Total Loans 165 185 186 258 264
Employee Cost 20 27 47 80 92 Other non-curr liab. 10 8 9 5 3
% of Revenues 20% 18% 20%  20%  18% Trade payable 13 14 17 20 17
Other expenses 42 55 69 128 202 Other Current Liab 11 19 16 26 19
% of Revenues 42% 38% 30% 32% 39% Total Equity & Liab. 257 287 309 426 486
EBITDA 19 38 67 111 134 Fixed Assets & CWIP 217 241 243 258 255
EBITDA Margin 19% 26% 29%  28%  26% Right-of-use-asset & Other 12 10 8 45 43
Depreciation 8 21 21 28 28 Deferred Tax Assets 0 5 8
Other Income 0 1 1 2 3 Inventories 2 3 3 5 6
Interest 6 19 19 21 21 Other non Curr. assets 4 7 9 8 3
Exceptional item 0 0 0 0 0 Cash 0 2 5 12 37
PBT 5 (2) 28 63 88 Bank 0 0 0 0 1
Tax 1 (0) 9 19 22 Debtors 12 17 37 86 108
Tax rate 21% 21% 30% 30% 25% Other Currentassets 9 7 4 7 24
Minority Interest (0) (1) 1 0 0 Total Assets 257 287 309 426 486
Adj. PAT (norm. Tax) 4 (1) 18 a4 66
% Growth -123% -2061% 142%  49%
EPS (Post Issue) 0.46 (0.11) 212 5.3 7.66 Profit Before Tax 5 (2) 28 63 88

Provisions & Others 15 40 39 49 49
Ratios & Others FY19 FY20 ACANA YA APE] Op. profit before WC 20 38 67 112 136
Debt / Equity 2.8 3.0 2.3 2.2 1.4 Changein WC 0 4 (22) (39) (35)
EBITDA Margin (%) 19.1% 25.7% 29.3% 27.6% 25.7% Less:Tax (2)  (3) (2) (13) (37)
PAT Margin (%) 39% -0.6% 7.9% 11.0% 12.6% CFfrom operations 17 40 44 60 64
ROE (%) 6.8% -15% 225% 37.7% 35.9% Int& Div Received 0 0 0 0 0
ROCE (%) 5.1% 6.8% 17.6% 22.6% 24.4% Others 0 (26) 0

Investment in/maturity of BD 0 (0) (1) (13) 0
Turnover Ratios FY19 FY20 DA ALY APE] Payment for PPE (78) (43) (20) (13) (20)
Debtors Days 43 42 59 78 76 CF from Investing (78) (43) (21) (52) (20)
Inventory Days 8 7 5 5 4 Net movement of long term borrowi 49 18 (0) 20 4
Creditor Days 45 34 26 19 12 Repayment from brorrowings
Asset Turnover (x) 0.4 0.5 0.7 0.9 1.1 Issue of Shares including premium 5 6

interest & div paid (6) (19) (19) (21) (21)
Valuation Ratios FY19 FY20 A7ENNAPY AN APE] CFfrom Financing 47 5 (19) (1) (18)
Price/Earnings (x) 647.4 -2781.3 141.8 585 39.2 Net Change in cash (13) 2 3 7 26
EV/EBITDA (x) 144.0 74.5 41.8 253 20.9 Cash & Bank at beginning 13 0 2 5 12
EV/Sales (x) 275 19.2 12.2 7.0 5.4 Cash & Bank atend 0 2 5 12 38
Price/BV (x) 442 41.5 31.9 22.0 14.1

Source: RHP, NBR
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Disclosure:

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are
for private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014
having Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India
Limited , BSE Limited ,Metropolitan Stock Exchange of India Limited , Multi Commodity Exchange of India Limited ,
National Commodity and Derivative Exchange Limited and Indian Commodity Exchange Limited in cash and Equity and
Commodities derivatives segments.

IPO NOTE

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except
Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of
interest at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or
his relatives may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month
immediately preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of
securities of the company covered by Analyst during the past twelve months. NBSPL or its associates have not received
any compensation or other benefits from the company covered by Analyst or third party in connection with the research
report. Analyst has not served as an officer, director or employee of Subject Company . NBSPL / analyst has not been
engaged in market making activity of the subject company.

Analyst Certification: The research analysts and authors of this report, hereby certify that the views expressed in this
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or
industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views in this research. The analyst(s) principally responsible for
the preparation of this research report and has taken reasonable care to achieve and maintain independence and
objectivity in making any recommendations.
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Disclaimer:

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation
advice to you. NBSPL is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or
sell any security or product, or to engage in or refrain from engaging in any such transaction. In preparing this research, we did not
take into account the investment objectives, financial situation and particular needs of the reader.

IPO NOTE

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the
information in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this
report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving this report. This report is not directed
or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject NBSPL & its group companies to
registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or
warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or
update the information or opinions in it. NBSPL 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 inadvertent error in the information contained in this report. NBSPL 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.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing independent
and transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an
adviser, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There
are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even become
valueless. International investors are reminded of the additional risks inherent in international investments, such as currency
fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Opinions
expressed are subject to change without any notice. Neither the company nor the director or the employees of NBSPL accept any
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further
communication in relation to this research. Here it may be noted that neither NBSPL, nor its directors, employees, agents or
representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue
or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com .

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No. : 91 22 6723 8000/8001
Fax.:022 6723 8010
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