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Cayman expansion in Camana Bay to improve reach...

Narayana Hrudayalaya’s (NH) subsidiary - Health City Cayman lIslands
(HCCI), already running a hospital at East End, Grand Cayman, Cayman
Islands, is establishing a facility at a new location in the Camana Bay
Development area of Grand Cayman. This is in order to expand the scope of
super specialty treatment options already offered and offer medical services
closer to the city centre. As such, the new facility, planned on a 3-acre land
plot, is expected to have 50 operating beds and will be completely
commercialised within two years with a capex outlay of ~US$100 million
that will be funded through a mix of internal accruals and debt.

Snapshot of NH’s Cayman offering — existing & upcoming

Existing: NH had, in April 2010, set up a 110 bedded (current) multi-speciality
hospital in East End, Cayman Islands by entering into an agreement with the
Government of Cayman Islands, which was later commissioned in April
2014. It had initially entered into the JV with 28.6% stake in the hospital and
then bought back the rest of the 71.4% stake from Ascension Health for a
cash consideration of US$32 million in 2017. HCCI primarily targets
Caymanians and North American patients (Cayman Islands is 430 miles
south of Miami, near Caribbean islands) and provides high-quality,
affordable tertiary health care. For FY20, HCCI revenues was at US$61.1
million with EBITDA at US$15.1 million (EBITDA margin of 24.7%).
Upcoming: In order to increase reach and cater to more patients, NH is now
setting up a 50 bedded facility closer to the city centre at Camana Bay, Grand
Cayman with an investment of US$100 million funded equally by HCCI
internal accruals and borrowing. It will include an advanced cancer centre,
which will offer comprehensive oncology treatment including bone marrow
transplant, CAR-T cell therapy, medical oncology, haemato oncology,
surgical oncology and radiation oncology. It will also offer robotic surgery,
a neonatal intensive care unit, emergency and critical care, as well as a fully
equipped radiology department. The radiotherapy and associated block is
expected to get commercialised within 12-18 months while the remaining
portion will take an additional six to 12 months.

Valuations & Outlook

The expansion at Camana Bay is likely to improve HCCI’s reach to patients
both - international and local, due to close proximity to the airport and
several major residential complexes. Significant capital outlay
notwithstanding, the new facility would complement the existing set up by
focusing more on day care, short stay but niche categories of oncology care
while the existing facility would continue to cater to tertiary and quaternary
care. We expect the impact of this blended model to materialise from FY23
onwards. NH’s experience in running hospital in this region could be handy
for such types of ventures. We maintain our BUY recommendation and
arrive at a target price of ¥ 545 (earlier ¥ 580) based on SOTP (Exhibit 1).

Key Financial Summary

(X Crore) FY20 FY21E FY22E
Revenues 3127.8 2501.6 3316.7
EBITDA 422.9 149.1 460.3
EBITDA Margins (%) 13.5 6.0 13.9
Adjusted PAT 129.8 -46.4 151.6
EPS () 6.4 -2.3 1.4
PE (x) 72.1 NA 61.8
EV to EBITDA (x) 23.9 67.7 22.3
Price to book (x) 8.2 8.6 1.7
RoE (%) 11.4 -4.3 12.4
RoCE (%) 11.0 -0.5 10.1

Source: ICICI Direct Research; Company
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Key risks to our call

® Cost overrun due to delay in
construction activity

® |onger breakeven time in case

expected pricing does not
materialise
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Conference Call Highlights

e Existing: HCCI is currently offering tertiary healthcare services to
medical tourists and Caymanians from its existing unit in East End,
which is located about 30 km away from George Town, the capital
and hub of prominent activity of the nation

e 110 operational beds with specialties offered including:
orthopaedics, cardiac sciences, neurosciences, gastro
sciences, internal medicine, pulmonology, medical
oncology and urology

e HCCI is expanding to a new location in the Camana Bay
Development area of Grand Cayman

e The objective of the new facility is to expand the scope of
superspeciality treatment options offered by HCCl's existing facility
and offer medical services closer to the city centre

e The new facility location is within 10 minutes of the airport
and major residential complexes

e The new facility will include an advanced cancer centre that
will offer comprehensive oncology treatment including bone
marrow transplant, CAR-T cell therapy, medical oncology,
haemato oncology, surgical oncology and radiation
oncology

e The new facility will also offer robotic surgery, a neonatal
intensive care unit, emergency and critical care, as well as a
fully equipped radiology department

e Radiotherapy and associated block is expected to get
commercialised within 12-18 months while the remaining
portion would take six to 12 months more (~ 24 months
overall)

e The proposed hospital is expected to have 50 operating beds and is
planned to be executed on a 3-acre plot of land. The total
construction and commissioning time is expected to be 24 months
with the radiotherapy centre expected to be commissioned in 12-18
months

o Estimated total project cost of US$100 million funded by 1:1
ratio of internal accruals of HCCI and borrowing

e Cost of debt to be Libor + 1.7-1.8%

e Capex breakup: US$8 million for land, US$15 million for
medical equipment and the rest for civil construction and
interiors

e Financial incentives would include certain import duty exceptions
for some medical equipment and life-saving drugs

Exhibit 1: Valuation

Particulers Valuation Matrix Multiple (x) Enterprise value (X cr)
Hospital (Matured) EV/EBITDA 16.0 9580.3
Cayman EV/EBITDA 16.0 1843.1
Hospital (New) EV/Sales 1.0 394.1
Other Business EV/Sales 1.0 161.4
Net Debt FY23E (% cr) 875.2
EV (R cr) 11103.6
No of shares (cr) 20.4
Per Share Value (%) 545.0

Source: ICICI Direct Research
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Financial Summary

ICICI Direct Research

Exhibit 2: Profit & Loss (% crore) Exhibit 3: Cash Flow Statement (% crore)

(Year-end March)

Revenues

Growth (%)

Raw Material Expenses
Employee Expenses

Other Manufacturing Expenses
Total Operating Expenditure
EBITDA

Growth (%)

Interest

Depreciation

Other Income

PBT before Exceptional ltems
Less: Forex & Exceptional ltem
PBT

Total Tax

PAT before Ml

Minority Interest

PAT

Adjusted PAT

Growth (%)

EPS

EPS (Adjusted)

FY20
3,127.8
9.3
745.3
681.4
1,278.2
2,704.9
422.9
46.9
85.3
185.8
23.8
175.6
10.9
164.7
42.3
122.5
0.1
118.9
129.8
118.8
5.8

6.4

FY21E
2,501.6
-20.0
653.1
615.3
1,084.1
2,352.5
149.1
-64.7
76.3
185.5
24.3
-88.5
0.0
-88.5
-47.0
-41.5
0.0
-46.4
-46.4
-135.7
-2.3
-2.3

FY22E
3,316.7
32.6
874.8
815.8
1,165.8
2,856.4
460.3
208.7
69.1
195.5
6.6
202.4
0.0
202.4
50.8
151.6
0.0
151.6
151.6
-426.7
1.4

1.4

FY23E
3,638.6
9.7
960.0
895.0
1,241.2
3,096.2
542.4
17.8
69.1
198.6
10.9
285.6
0.0
285.6
n.i
213.9
0.0
213.9
213.9
411
10.5
10.5

(Year-end March)

Profit/(Loss) after taxation

Add: Depreciation & Amortization
Net Increase in Current Assets
Net Increase in Current Liabilities
Others

CF from operating activities
(Inc)/dec in Fixed Assets
(Inc)/dec in Investments

Others

CF from investing activities

Inc / (Dec) in Equity Capital

Inc / (Dec) in Debt

Dividend & Dividend Tax

Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

Free Cash Flow

FY20
118.9
185.8
24.3
45.4
85.3
459.7
-394.1
-68.9
-12.4
-475.4
0.0
138.7
-23.8
-85.3
29.7
14.1
100.7
114.8
65.6

FY21E
-46.4
185.5

60.6
-67.1
76.3
208.9

-110.0

-50.0

1.6
-152.4
0.0
0.0
0.0
-76.3
-76.3
-19.8
114.8
95.0
98.9

FY22E
151.6
195.5

-151.3
102.8

69.1
367.6
-450.0
0.0
7.9
-442.1
0.0
200.0
-20.4
-69.1
110.4
36.0
95.0
130.9
-82.4

FY23E
213.9
198.6

25.5
40.1
69.1
541.3
-320.0

Source: ICICI Direct Research

Source: ICICI Direct Research

Exhibit 4: Balance Sheet (% crore) Exhibit 5: Key Ratios (% crore)

(Year-end March)

Equity Capital

Reserve and Surplus
Total Shareholders fund
Total Debt

Deferred Tax Liability
Minority Interest

Other liabilities

Source of Funds

Gross Block - Fixed Assets
Accumulated Depreciation
Net Block

Capital WIP

Net Fixed Assets
Goodwill on Consolidation
Investments

Inventory

Cash

Debtors

Loans & Advances & Other CA
Total Current Assets
Creditors

Provisions & Other CL
Total Current Liabilities
Net Current Assets

LT L& A, Other Assets
Deferred Tax Assets
Application of Funds

FY20
204.4
931.6

1,136.0
952.2
54.4
0.5
280.4
2,423.5
2,871.0
843.3
2,033.7
11.8
2,045.5
58.1
86.3
60.2

114.8
262.2

79.8

517.1
361.6
106.0
467.6

49.5
182.0
2.0
2,423.5

FY21E
204.4
885.2

1,089.6
952.2
57.1
0.6
294.4
2,393.8
2,927.0
1,028.8
1,898.2
71.8
1,970.0
58.1
136.3
48.2
95.0
209.7
83.8
436.7
289.2
111.3
400.5
36.2
1911
2.1
2,393.8

FY22E
204.4
1,016.3
1,220.7
1,152.2
59.9
0.6
309.1
2,742.6
3,077.0
1,224.3
1,852.7
371.8
2,224.5
58.1
136.3
96.4
130.9
308.7
88.0
624.0
386.4
116.9
503.3
120.7
200.6
2.2
2,742.6

FY23E
204.4
1,209.8
1,414.2
1,152.2
62.9
0.6
324.6
2,954.5
3,127.0
1,422.9
1,704.1
641.8
2,345.9
58.1
136.3
70.1
271.0
305.1
92.4
744.5
420.7
122.7
543.4
201.2
210.6
2.3
2,954.5

Source: ICICI Direct Research

ICICI Securities | Retail Research

(Year-end March) FY20 FY21E FY22E FY23E
Per share data (%)
EPS 6.4 -2.3 1.4 10.5
Cash EPS 14.3 6.8 16.0 19.2
BV 55.6 53.3 59.7 69.2
DPS 1.2 0.0 1.0 1.0
Cash Per Share 41.3 50.3 59.9 69.6
Operating Ratios (%)
EBITDA margins 13.5 6.0 13.9 14.9
Net Profit margins 4.1 -1.9 4.6 5.9
Cash Conversion cycle -4.6 -4.6 2.1 -4.6
Asset Turnover 1.1 0.9 1.2 1.4
Return Ratios (%)
RoE 11.4 -4.3 12.4 15.1
RoCE 11.0 -0.5 10.1 12.3
RolC 11.2 -1.8 14.1 19.1
Valuation Ratios (x)
P/E 721 NA 61.8 43.8
EV / EBITDA 23.9 67.7 22.3 18.6
EV / Revenues 3.2 4.0 3.1 2.8
Market Cap / Revenues 3.0 3.7 2.8 2.6
Price to Book Value 8.2 8.6 1.7 6.6
Solvency Ratios
Net Debt / Equity 0.8 0.8 0.8 0.7
Net Debt / EBITDA 1.8 4.9 2.0 1.4
Current Ratio 0.9 0.9 1.0 0.9
Source: ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorises them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as
the analysts' valuation for a stock

Buy: >15%;
Hold: -5% to 15%;
Reduce: -56% to -15%;

Sell: <-15%
RS 1 | \\
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ICICI Securities Ltd. /5 STARMINE | |
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Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com

ICICI Securities | Retail Research 4
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ANALYST CERTIFICATION

|/We, Siddhant Khandekar, Inter CA, Mitesh Shah, (cleared all 3 levels of CFA), Sudarshan Agarwal, PGDM (Finance), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed
in this research report accurately reflect our views about 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director
or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our i might have ir banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICIC| Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or

use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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