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RVM Healthcare Private Limited: [ICRA]BBB (Stable) assigned

Summary of rating action

Current Rated Amount Rating Action
(Rs. crore)

Long-term Fund-based — Term Loan 125.00 [ICRA]BBB (Stable) assigned
Total 125.00

*Instrument details are provided in Annexure-1

Rationale

The assigned rating draws comfort from the long tenor of the lease agreement entered into by RVM Healthcare Private Limited
(RVM) with KIMS Hospital Enterprises Private Limited (KHEPL), which is an ~86% subsidiary of Krishna Institute of Medical
Sciences Limited (KIMS). The lease agreement is valid for 20 years with a lock-in period of 10 years, which covers the entire
tenor of the term loan availed by the company, mitigating the market risk to a large extent. The ratings also draw comfort from
the strong business linkages with its counterpart, KHEPL and the KIMS Group, which have a strong credit profile. The asset
being built by RVM is critical for the expansion plans of KHEPL. Moreover, KHEPL has given Rs. 45 crore rental deposit to RVM,
which is being used to fund this real estate project and cannot be repaid during the tenor of the loan. Ratings also consider
RVM'’s strong financial flexibility given its association with the KIMS Group.

However, the ratings are constrained by the high execution risks as construction is at a nascent stage. Moreover, approval for
the project’s building construction is still awaited; any major delay in receipt of approval would delay the handover of the asset
to KHEPL and could also increase the project cost. Moreover, the company is exposed to increase in steel and other input costs,
which would impact the construction cost. The rating is also constrained by the company’s modest coverage metrics as
indicated by cumulative DSCR of 1.01 times. However, the five-year average DSCR is comfortable at 1.2 times and given the
long tenor of the lease agreement, it would have the flexibility to refinance its debt.

The Stable outlook on the rating reflects ICRA’s belief that the company will maintain its credit profile given the long tenor
lease agreement with a strong counterparty.

Key rating drivers and their description

Credit strengths

Long tenor of the lease agreement with lock-in period of 10 years — RVM has entered into a lease agreement with KHEPL for
20 years with a lock-in period of 10 years. The loan availed for construction has a tenor of 10 years. Long tenor of the lease
agreement and lock-in period during the entire tenor of the loan mitigates the market risk to a large extent.

Strong counterparty and strategically important asset to the counterparty — KHEPL is currently operating a 250-bed facility
in Kondapur, Hyderabad, from a leased premise and plans to expand its capacity to ~700 beds. Business linkages between RVM
and KHEPL are strong given that RVM’s asset is critical for KHEPL’s expansion plans. Moreover, KHEPL is already invested in the
project with a rental deposit of Rs. 45 crore, which has been used to part fund the project. Additionally, KHEPL has been paying
rentals to RVM since October 2021. Ratings draw comfort from the healthy credit profile of the KIMS Group and KHEPL, and
criticality of the asset to the expansion plans of KHEPL. Moreover, RVM has a strong financial flexibility given the long tenor of
the loan and since the promoters have a longstanding association with the KIMS Group.
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Credit challenges

Execution risks as construction is in nascent stages — RVM procured the land for the project and excavation work is underway.
A few approvals required for the construction have been received; however, approval from for construction is yet to be
received. The project faces execution risks given the nascent stage of construction; any delays in approvals or construction
would delay the handover of the asset to KHEPL and could also increase the project cost. Moreover, the company is exposed
to increase in steel and other input costs, which would impact the construction cost.

Modest coverage metrics — The company’s coverage metrics are modest as indicated by cumulative DSCR of 1.01 times.
However, the five-year average DSCR is comfortable at 1.2 times and given the long tenor of the lease agreement, it would
have the flexibility to refinance its debt.

Liquidity position: Adequate

Liquidity is adequate as funding for the building construction is tied-up. Expected rental receipts of Rs. 8.4 crore in FY2023 will
be adequate to meet interest obligations of Rs. 6.66 crore during the year.

Rating sensitivities

Positive factors — ICRA could upgrade RVM’s ratings if the company completes the project without any time and cost
overruns while improving its debt coverage metrics.

Negative factors — Negative pressure on the ratings may arise if there is significant time overrun impacting the operations of
the proposed hospital or any material cost overrun without commensurate increase in rentals impacting the debt metrics.

Analytical approach

Corporate Rating Methodology
Rating Methodology - Lease Rental Discounting (LRD)

Applicable Rating Methodologies

Parent/Group Support Not applicable

Consolidation/Standalone Standalone financials have been considered for arriving at the rating

About the company

RVM Healthcare Private Limited was incorporated in June 2021 by a group of KIMS employees. It will be constructing a building
at Kondapur, Hyderabad, on a land parcel of 2.06 acres with a leasable area of 6.45 lakh square feet. The company has acquired
the land for developing the project. It has also entered into a 20-year lease agreement with KIMS Hospital Management Private
Limited for the entire leasable area.

Key financial indicators: Not applicable as it is a project company
Status of non-cooperation with previous CRA: Not applicable

Any other information: None



https://www.icra.in/Rating/ShowMethodologyReport/?id=728
https://www.icra.in/Rating/ShowMethodologyReport/?id=800
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Complexity level of the rated instruments

|instrument _________ Complexity Indicator

Long-term Fund-based — Term

Loan Simple

The Complexity Indicator refers to the ease with which the returns associated with the rated instrument could be estimated.
It does not indicate the risk related to the timely payments on the instrument, which is rather indicated by the instrument's
credit rating. It also does not indicate the complexity associated with analyzing an entity's financial, business, industry risks or
complexity related to the structural, transactional, or legal aspects. Details on the complexity levels of the instruments, is
available on ICRA’s website: www.icra.in
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https://www.icra.in/Rating/ShowRatingPolicyReport/?id=92&type=new

Annexure-1: Instrument details

C A t Rated
Instrument Name Date of Issuance oupon Maturity mount Rate Current Rating and Outlook
Rate (RS Crore)

Term Loan August 26, 2021 NA Yp032 125.00

Source: Company

Please click here to view details of lender-wise facilities rated by ICRA

Annexure-2: List of entities considered for consolidated analysis — Not applicable
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[ICRA]BBB (Stable)



https://www.icra.in/Rating/BankFacilities?CompanyId=29575&CompanyName=RVM Healthcare Private Limited
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Company,
with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency
Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in
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