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Rainbow Children’s Medicare Ltd.

Healthcare Services

SENSEX: 56,580
NIFTY: 16,954

A dedicated hospital chain for child and women care....

Rainbow Children’s Medicare Ltd (RCML) incorporated on August 7,1998 is a leading
multi-specialty paediatric and obstetrics and gynaecology hospital chain in India,
operating 14 hospitals and three clinics in six cities. RCML’s core specialities are
paediatrics, which includes newborn and paediatric intensive care, paediatric
multispecialty services, paediatric quaternary care (including multi organ
transplants); and obstetrics and gynaecology, which includes normal and complex
obstetric care, multi-disciplinary fetal care, perinatal genetic and fertility care. As of
December 31, 2021, RMCL has 641 full-time doctors and 1,947 part-time/visiting
doctors. RCML is backed by UK’s development finance institution CDC (~holds ~30.5%
shares of RCML).

e The Indian healthcare delivery market is expected to grow at 15-17% CAGR to
reach 37.67tn in FY25 aided by renewed impetus from PMJAY & government’s

focus shifting onto healthcare sector.

RCML'’s hospital network expanded from 10 to 14 hospitals and the bed capacity
increased from 1,162 beds as of FY19 to 1,500 beds as of 9MFY22.

Given the wide range of specialty offering mix, RCML is classified as a standalone
paediatric multi-specialty hospital chain with significant presence in the Southern
region.

RCML follows a hub-and-spoke model, which has strengthened its market position
in and around Hyderabad with synergies through referrals for tertiary and
quaternary care to the hub arising from the spoke hospitals.

The successful adoption of doctor engagement model, resulted in a high degree of
full-time doctor retention (at ~81% in FY21), which is particularly important for
children’s emergency, neonatal and pediatric intensive care services.

RCML'’s revenue grew ~56.6% to Rs.761cr in 9MFY22 from Rs.486¢r in 9MFY21
with a ~228% growth in PAT attributed to increased patient visits due to easing
concerns over the pandemic.

RCML registered a healthy EBITDA and PAT margins of ~26.6% and ~7.3% (3 yr.
avg) with a strong Avg RoE of 11.5% over FY19-FY21.

Going ahead, RCML intends to expand their hospital network through acquisition
of brownfield assets or development of greenfield assets by utilising the proceeds
from IPO.

At the upper price band of Rs.542, RCML is priced at 32.6x (FY22E annualized)
which appears to be reasonably priced compared to its peers. Hence, we assign a
“Subscribe” rating for the issue on a short to medium term basis considering its
strong financial performance both topline and bottom-line, improving margins,
focus on child-care services and growing preference for specialty maternity

26t April, 2022
IPO NOTE

SUBSCRIBE

Price Range Rs. 516 - Rs. 542

Issue Details

Date of opening April 27,2022

Date of closing April 29, 2022

Total No. of shares offered (Cr.) 292
Post Issue No. of shares (cr) 10.15
Price Band X516-X542
Face Value 10
Bid Lot 27 Shares
Minimum application for retail (upper

price band for 1 lot) 114,634
Maximum application for retail (upper

price band for 13 lot) 11,90,242
Listing BSE,NSE

JP Morgan India Pvt. Ltd, IIFL
Securities Ltd., Kotak Mahin-
dra Capital Company.

Lead Managers

Registrar KFin Technologies Ltd.

Issue size (upper price)

Fresh Issue 280.0
OFS 1,300.8
Total Issue 1,580.8

Promoter & Promo. Group 62.19 49.83
Public 37.81 50.17
Total 100 100

Allocation % | __Size Rs.cr |

Retail 35 547.8
Non-Institutional 15 2348
QIB 50 782.5
Employee Reservation e 15.7
Total 100 1,580.8

Purpose of IPO Sales 719.4 65.0 761.3
The offer comprises of fresh issue by the company and offer for sale by the selling Growth (%) 32.5 9.6
shareholders. They propose to utilize the net proceeds towards funding for early redemption EBITDA 197.0 162.8 256.7
of N'CDS (Rs.40cr) issueq by RCML to one of their group co'mpanies (in full), capex towards Margin% 27.4 25.0 26.9
setting up of new hospitals and purchase of medical equipments (Rs.170cr) and general PAT Adj. 553 39.6 126.4
corporate purpose.
Growth (%) 24.1 -28.5

Key Risks EPS 5.5 3.9 12.5
e  Revenues are highly dependent on hospitals in Hyderabad and Bengaluru. i.e., ~77% of P/E (x) 99.4 139.0 32.6*

total patient volume are from these hospitals as of IMFY22. EV/EBITDA 30.4 37.0 17.6*
e  RCML faces intense competition from other healthcare service providers. RoE (%) 13.6 8.8 19.4

R *Annualised.
Peer Valuation
ARPOB No. of
0, 0, i

Company MCap(X cr) Sales (Xcr) EBITDA(%) EPS(X) RoE (%) P/E(x) Bed Capacity (% ,000/Day) Hospitals CMP (X)
Rainbow Children Med. 5,501 650.0 25 3.9 8.9 139 1,475 40.9 14 542
Apollo Hospitals 69,214 10,468 10.9 10.6 3.8 460.5 10,209 40.2 71 4,885
Fortis Healthcare 20,716 3,961 10.5 - - 5,310 43.3 26 279
Narayana Hrudalaya 14,433 2,582 7.1 - - 6,725 28.5 21 708
Max Healthcare 39,842 2,505 21.6 0.1 - - 3,400 50.1 16 422

Source: Geojit Research, Bloomberg; Valuations of RCML are based on upper end of the price band (post issue), Financials as per FY21 Consolidated. ARPOB’- Average Revenue Per Operating Bed.
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Business description:

RCML offers comprehensive healthcare services across their core specialties of (i) paediatrics, including newborn and pediatric intensive
care, pediatric multi-specialty care services and pediatric quaternary care, where they also perform multi-organ transplants in children,
and (ii) obstetrics and gynaecology, including normal and complex obstetric care, multi-disciplinary fetal care and perinatal genetic care,
as well as fertility treatment, where RCML offer a wide range of assisted reproduction treatments. Rainbow Children Medicare Ltd is classi-
fied as a standalone pediatric multi-specialty hospital chain and one of the few pediatric focused hospital chains in south India.

Pediatric services (including secondary, tertiary and quaternary care)

RCML offer a comprehensive range of healthcare services for children from birth all through their childhood and adolescent years. Since
inception, RCML strived to provide the best services for children requiring super specialty care in a child-friendly environment. For the
nine months ended December 31, 2021 and the financial years 2021, 2020 and 2019, RCML had 36,518 inpatients and 432,459 outpa-
tients, 34,352 inpatients and 412,420 outpatients, 49,641 inpatients and 697,672 outpatients, and 38,937 inpatients and 570,573 outpa-
tients, respectively, for paediatric services. In the nine months ended December 31, 2021 and the financial years 2021, 2020 and 2019,
RCML handled 3,328, 4,093, 4,474 and 3,860 pediatric surgeries, respectively.

Women care
Obstetrics, gynaecology, fetal medicine and fertility

RCML provide women care services at their hospitals under “Birthright” initiative, through which they offer highly specialized maternity
and perinatal care with the aim of achieving safe delivery and healthy babies. For the nine months ended December 31, 2021 and the finan-
cial years 2021, 2020 and 2019, RCML had 14,557 inpatients and 182,979 outpatients, 16,814 inpatients and 211,691 outpatients, 17,200
inpatients and 243,377 outpatients, and 14,484 inpatients and 216,772 outpatients, respectively, for obstetrics and gynaecology and relat-
ed services.

Fertility care services

RCML also have a team of highly-trained medical professionals with vast experience in fertility care. The company aim to providea holistic
and personalized approach at every stage of the patient’s fertility treatment.

Revenue Recognition

Revenue from operations comprises (i) income from medical and healthcare services, which includes revenue from hospital services, phar-
macy sales and medical service fees, and (ii) other operating income.

Hub-and-spoke model that provides synergies and ensures better care and access for patients

RCML executed a hub-and-spoke model at Hyderabad, Telangana with Banjara Hills hospital (comprising 250 beds) being the hub that is
complemented by four spokes at four locations in Hyderabad, Telangana namely Secunderabad, LB Nagar, Kondapur and Hydernagar. At
hub hospital, they provide comprehensive outpatient and inpatient care with a focus on tertiary and quaternary care and, at spokes, RCML
provide secondary care in pediatric, obstetrics and gynecology and emergency services. Under this model, super-specialty doctors based
at hub hospital are able to reach out to the larger community and cover a larger catchment area. This model has enabled RCML to evolve
over the past two decades from a single secondary care hospital in Hyderabad, Telangana to six hospitals in the city and as an established
provider of tertiary and quaternary care services at hub hospitals.

Strong track record of growth, operational and financial performance

RCML has grown its bed capacity from 50 beds in a single hospital in 1999 to 1,500 beds across 14 hospitals as of December 31, 2021. Over
the last six years, they have added 985 beds across 10 hospitals and have expanded presence from two cities to six cities. RCML followed a
financially disciplined model, focusing on cost-effective growth. Going forward, RCML intends to expand their hospital network through
the acquisition of brownfield assets or development of greenfield assets (depending upon the location of the hospital and the timelines to
complete the project).

(MNo. of beds)
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Source: Geojit Research, RHP

Key Strategies:

To strengthen tertiary and quaternary pediatric services in their existing hospitals.

Further to grow their comprehensive perinatal services offered under “Birthright by Rainbow”.

To grow their presence through hub and spoke networks across key geographic clusters and new locations.
Digital healthcare initiatives to address patient convenience, operational efficiencies and expand reach.
Initiatives to drive performance efficiencies.
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Industry Outlook

The total hospital market size in India in financial year 2020 was expected to be approximately 4,270 billion growing at a
CAGR of 13% between the financial years 2016 and 2020. Paediatric market which has grown at 14% CAGR between finan-
cial years 2016 and 2020 is expected to grow at the same growth going forward.

Market size of paediatric healthcare facilities in India
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The maternity market has seen a growth of 8% between the financial years 2016 and 2020 and is expected to grow at 7-8%
between the financial years 2020 and 2026 supported by strong growth in private segment of 11-12% CAGR.

Matermtvy healthcare delivery services i India
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Promoter and promoter group

Dr. Ramesh Kancharla, Dr. Dinesh Kumar Chirla; and Dr. Adarsh Kancharla are the promoters of the company. Currently promoters hold
in aggregate 52,964,736 equity shares, which constitutes 54.98% of pre-Offer issued, subscribed and paid-up Equity Share Capital of the
company.

Brief Biographies of directors

The Board of six Directors including Chairman and Managing Director, one Whole-time Director, and four Independent Directors, one of
whom is a woman.

e Dr. Ramesh Kancharla is the Chairman and Managing Director of the company. He has over 23 years of experience with the
company.

e  Dr. Dinesh Kumar Chirla is the Whole-time Director of the company. He was also a Clinical Fellow (Specialist Registrar) in the Pae-
diatric Intensive Care Unit at the United Bristol Healthcare NHS Trust. He has over 18 years of experience in the healthcare industry.

e Aluri Srinavasa Rao is an Independent Director of the company. He was appointed to the Board on March 15, 2019.
e  Dr. Anil Dhawan is an Independent Director of the company. He was appointed to the Board on August 30, 2018.
e Sundari Raviprasad Pisupati is an Independent Director of the company.

e Santanu Mukherjee is an Independent Director of the company.
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CONSOLIDATED FINANCIALS

PROFIT & LOSS BALANCE SHEET
Sales 719.4 650.0 486.2 Cash 97.2 94.7 97.2
% change 32.5 -9.6 - Accounts Receivable 44.0 44.0 56.6
EBITDA 197.0 162.8 256.7 Inventories 16.0 10.1 12.6
% change 33 -17 - Other Cur. Assets 35.5 38.1 16.1
Depreciation 69.4 73.3 61.0 Investments 57.0 73.0 117.5
EBIT 127.6 89.5 195.8 Deff. Tax Assets 0.3 2.8 9.4
Interest 44.6 44.1 36.9 Net Fixed Assets 696.3 767.8 812.6
Other Income 10.3 10.3 12.8 CWIP 42.7 28.8 5.7
Exceptional Items - - - Intangible Assets 5.3 4.5 4.2
PBT 93.4 55.7 171.6 Other Assets 24.9 17.6 58.6
% change 62 -40.3 - Total Assets 1,019 1,081 1,240
Tax 38.0 16.1 - Current Liabilities 68.4 63.1 77.6
Tax Rate (%) 41 29 26 Provisions 13.2 7.9 7.2
Reported PAT 55.3 39.6 126.4 Debt Funds 4902 5185 5338
Adj - X - Other Fin. Labilities 345 395 202
SRR 553 39.6 1264 Deferred Tax liability 3.6 3.8 7.4
% change 24.1 -28.5 - . .
Equity Capital 54.9 54.9 105.0
Post issue No. of shares (cr) 10.15 10.15 10.15 Reserves & Surplus 350.5 391.6 4853
Adj EPS (Rs) 5.5 3.9 12.5 : ‘ -
Shareholder’s Fund 405.4 446.4 590.3
% change 241 285 . Total Liabilities 1,019 1,081 1,240
BVPS (Rs) 40 44 58
CASH FLOW RATIOS
PBT Adj. 93.4 55.7 171.6 Profitab. & Return
Non-op?rating & non 1095 110.7 88.8 EBITDA margin (%) 274 25.0 26.9
cash adj. EBIT margin (%) 17.7 13.8 25.7
Changes in W.C -32.5 -23.7 -66.7 Net profit mgn.(%) 7.7 6.1 16.6
C.F.Operating 170.4 142.7 193.7 ROE (%) 136 838 214
Capital expenditure -74.4 -76 -37 ROEH [0/‘_’) i 47 8 74
Change in investment -28.3 -5 -67.04 Lol & BiduileliLy
Sale of investment -22.5 -10.2 -62.5 Resehablesl(days) 20 22 14
Inventory (days) 40 46 21
Other invest.CF 8.18 7.76 4.62
C.F - investing -117.0 -82.9 -162.0 Payables (d'ays) 30 30 24
Issue of equity ) i . Cuxl‘rent r.atlo x) 3.1 3.7 4.1
Issue/repay debt -39.4 -59.2 -48 QHIeIa ol 21 2.2 20
Dividends paid -17 -9 Turnover &Levg,
Other finance.CF 4.3 -1.7 27.4 Net asset T.0 (x) L0 0.9 10
CF - Financing -51.8 -60.9 -30.1 ot eaet 1.0 (07 0.7 0.6 0.7
Change. in cash 1.6 1 2 Int. covge. ratio (x) 2.9 2.0 5.3
s s 7 6 7 Adj. det.)t/equl.ty x) 1.2 1.2 0.9
Valuation ratios
EV/Sales (x) 8.3 9.3 7.9
EV/EBITDA (x) 30.4 37.0 17.6*
P/E (x) 99.4 139.0 32.6*
P/BV (x) 13.6 12.3 9.3
*Annualised.
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General Disclosures and Disclaimers
CERTIFICATION

I, Rajeev T, author(s) of this Report, hereby certify that all the views expressed in this research report reflect my personal views about any or all of the sub-
jectissuer or securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.
COMPANY OVERVIEW

Geojit Financial Services Limited (hereinafter Geojit), a publically listed company, is engaged in services of retail broking, depository services, portfolio
management and marketing investment products including mutual funds, insurance and properties. Geojit is a SEBI registered Research Entity and as such
prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compliance with Securities and Ex-
change Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives,
instructions or guidelines issued by the Regulators from time to time.

DISTRIBUTION OF REPORTS

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any
other person. Geojit will not treat the recipients of this report as clients by virtue of their receiving this report.

GENERAL REPRESENTATION

The research reports do not constitute an offer or solicitation for the purchase or sale of any financial instruments, inducements, promise, guarantee, war-
ranty, or as an official confirmation of any transaction or contractual obligations of any kind. This report is provided for assistance only and is not intended
to be and must not alone be taken as the basis for an investment decision. The information contained herein is from publicly available data or other sources
believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. We have also reviewed the research
report for any untrue statements of material facts or any false or misleading information. While we endeavor to update on a reasonable basis the infor-
mation discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so.

RISK DISCLOSURE

Geojit and/or its Affiliates and its officers, directors and employees including the analyst/authors shall not be in any way be responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. Investors may lose his/her entire investment
under certain market conditions so before acting on any advice or recommendation in these material, investors should consider whether it is suitable for
their particular circumstances and, if necessary, seek professional advice. This report does not take into account the specific investment objectives, financial
situation/circumstances and the particular needs of any specific person who may receive this document. The user assumes the entire risk of any use made
of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent evaluation of an invest-
ment in the securities of companies referred to in this report (including the merits and risks involved). The price, volume and income of the investments
referred to in this report may fluctuate and investors may realize losses that may exceed their original capital.

FUNDAMENTAL DISCLAIMER

We have prepared this report based on information believed to be reliable. The recommendations herein are based on 12 month horizon, unless otherwise
specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium
term, there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The
stocks always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed are subject to change but we have no
obligation to tell our clients when our opinions or recommendations change. This report is non-inclusive and does not consider all the information that the
recipients may consider material to investments. This report is issued by Geojit without any liability/undertaking/commitment on the part of itself or anyof
its entities. We may have issued or may issue on the companies covered herein, reports, recommendations or information which is contrary to those con-
tained in this report.

The projections and forecasts described in this report should be evaluated keeping in mind the fact that these are based on estimates and assumptions and
will vary from actual results over a period of time. The actual performance of the companies represented in the report may vary from those projected.
These are not scientifically proven to guarantee certain intended results and hence, are not published as a warranty and do not carry any evidentiary value
whatsoever. These are not to be relied on in or as contractual, legal or tax advice. Prospective investors and others are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice.

JURISDICTION

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies men-
tioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. Distrib-
uting/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession
this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a violation
of any foreign jurisdiction laws. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on
the value or price of or income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies
effectively assume currency risk.

REGULATORY DISCLOSURES:

Geojit’s Associates consists of privately held companies such as Geojit Technologies Private Limited (GTPL- Software Solutions provider), Geojit Credits
Private Limited (GCPL- NBFC Services provider), Geojit Investment Services Limited (GISL- Corporate Agent for Insurance products), Geojit Financial Man-
agement Services Private Limited (GFMSL) &Geojit Financial Distribution Private Limited (GFDPL), (Distributors of Insurance and MF Units).In the context
of the SEBI Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course of our business as a
stock market intermediary, we issue research reports /research analysis etc that are prepared by our Research Analysts. We also affirm and undertake that
no disciplinary action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader
before making an investment decision:

1. Disclosures regarding Ownership:

Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.
It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein.

Further, the Analyst confirms that:

he, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict in the
subject company.

he, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered

2. Disclosures regarding Compensation:
During the past 12 months, Geojit or its Associates:
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(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject
company (c) Have not received any compensation for investment banking or merchant banking or brokerage services from the subject company. (d) Have
not received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company (e) Have not received any compensation or other benefits from the subject company or third party in connection with the research report (f)
The subject company is / was not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:
Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage
services or transactions pertaining to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company:
Itis affirmed that I, Rajeev T, Research Analyst(s) of Geojit have not served as an officer, director or employee of the subject company

5. Disclosure regarding Market Making activity:
Neither Geojit/its Analysts have engaged in market making activities for the subject company.

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and
Exchange Board of India before investing.

RAJEEVT

Geojit Financial Services Ltd., Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website:
www.geojit.com. For investor queries: customercare@geojit.com, For grievances: grievances@geojit.com, For compliance officer: compliance@geojit.com.

Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No: INH200000345,
Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098, IRDA
Corporate Agent (Composite) No.: CA0226
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