
 

www.icranepal.com                                                                                                                                        1 

Charak Memorial Hospital Private Limited: [ICRANP] LB+/A4 assigned 

July 06, 2020 
 

Facility  Rated Amount (NPR Million) Rating Action 

  Long-term loans; fund-based (term loans) 619.7 [ICRANP] LB+ (assigned) 

  Short term loans 20.0 [ICRANP] A4 (assigned) 

  Working capital loan: Overdraft 10.0 [ICRANP] A4 (assigned) 

  Bank guarantee 0.3 [ICRANP] A4 (assigned) 

 Total 650.0  

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LB+ (pronounced ICRA NP L B plus) to the long-term loans and a 

short-term rating [ICRANP] A4 (pronounced ICRA NP A 4) to the short-term loans of Charak Memorial Hospital Private 

Limited (CMH or the company). 

 

Rationale 
The assigned ratings are constrained by the weak financial profile of CMH, which has recently incurred sizeable debt- 

funded capex, while the revenue growth has remained impacted by the Covid-19 pandemic. Due to the capex, CMH’s 

net debt to OPBITDA remains stretched at ~14 times as of mid-July 2019 while the DSCR has remained barely adequate 

even in the past (1.0 times for FY2019). These indicators have witnessed a further stress in 9M FY2020 with rising finance 

costs and sub-par revenue performance leading to stretched total debt to OPBDITA of ~31 times. While the occupancy 

had remained comfortable in the range of ~70% in last few fiscals, CMH’s ability to replicate similar/better level of 

occupancy over enhanced hospital facilities would remain critical for its financial risk profile. Since the repayments of the 

recent term loans are to start from FY2021, liquidity might remain under pressure over the short-medium term, in case 

revenue is not commensurate with the capacity enhancement. The company’s ability to avail of the requisite support 

from the promoters in time, in case of such exigencies, remains to be seen. ICRA Nepal also notes the rising competitive 

intensity given the fragmented nature of the industry. Going forward, CMH’s ability to attain healthy revenue growth, 

while maintaining adequate margins, and improve the capitalisation and coverage indicators will remain the key rating 

sensitivities.  

 

Nonetheless, the assigned ratings factor in the company’s moderate track record (operating since 2012), albeit its small 

scape of operations. The ratings also consider CMH’s experienced directors/promoters and management team, and the 

hospital’s brand position. It also factors in the good demand outlook in the healthcare industry along with increasing 

medical insurance coverage and rising awareness for better healthcare, all of which are positives for CMH.  

 

 

Key rating drivers  
 

Credit strengths 
Moderate operational track record with good hospital facilities; experienced promoters/management – CMH was 

established and started its operations from 2012 as a 38-bedded hospital in the centre of the Pokhara city. The hospital 

has shifted to its own new building with a 100-bed capacity from February 02, 2020 with added and advanced facilities. 

Major promoters of CMH are specialised doctors themselves who have long experience in the healthcare/pharmacy 

sector. This, along with improved hospital facilities, remains positive for revenue growth outlook going forward.  

 

Improving occupancy and revenue metrics; ability to demonstrate similar/better performance would remain critical – 

Over the small scale of operations in the past, CMH has witnessed gradual improvements in the occupancy trend to ~74% 

for FY2019 from ~66% in FY2017. With enhanced capacity in 9M FY2020, the occupancy dipped to ~54%. However, the 
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revenues increased by ~18% (annualised) as compared to largely stagnant growth of ~5% in the last three fiscals. This 

can be attributed to the addition of newer medical and pathological services in the hospital. However, the company’s 

ability to sustain the revenue growth momentum remains to be seen. Nonetheless, the rating derives comfort from the 

presence of super specialist doctors, addition of complex surgery/procedures along with modular operation theatres and 

cabins, and added pathological services, all of which have led to improving revenue metrics; OPD revenues per patient 

has growth by ~91% in 9M FY2020 while IPD revenue per patient grew by ~57%. CMH’s average length of stay (ALOS) in 

the IPD segment has also gradually increased to ~5 days in 9M FY2020 as against ~3 days in FY2017, while the average 

revenue per occupied bed days (ARPOBD) remained largely similar in the range of ~NPR 7,500. 

 

Positive industry outlook – Factors such as better affordability through increasing per capita income and growing 

medical insurance coverage, growing awareness and demand for healthcare, technological improvements in early 

diagnosis and treatment, and higher incidence of lifestyle diseases support the industry’s prospects. Further, the 

relatively low penetration of advanced healthcare services in Pokhara, compared to the capital city Kathmandu, remains 

a positive for hospitals like CMH. 

  

Credit challenges 
Weak financial risk profile – With the recent debt-funded capex (~80% debt), CMH’s gearing has sharply increased to 

~3.1 times as of mid-April 2020 compared to ~1.4 times as of mid-July 2019. Despite healthy operating margins, CMH’s 

coverage indicators have generally remained weak with total debt to OPBDITA of ~4-5 times from FY2015 to FY2017. 

With rising debt levels for recent capex, this further stretched significantly to ~15 times in FY 2019 and ~31 times as of 

mid-April 2020. Hence, CMH’s ability to attain the targeted post-capex revenue levels would remain critical in improving 

its financial risk profile. While CMH’s interest coverage has remained adequate in the past (~2 to 2.5 times), DSCR has 

remained marginally above or below 1 time in the last few years. CMH might face liquidity pressures over the medium 

term, given the weak current ratio (0.85 times as of mid-April 2020), along with challenges in the revenue growth front 

due to Covid-19. The company’s ability to timely inject further equity, if required, would remain critical.  

 

Competition from other hospitals – Despite its advanced medical and surgical services, CMH faces intense competition 

from other private/Government hospitals in the region with similar/ better facilities. In recent years, the healthcare 

services industry has grown highly competitive with the entry of large corporate hospitals along with the presence of 

established players across the country. Additionally, many other private players have also enhanced their capacities 

leading to increased competition.  

 

Ability to attract and retain high quality consultants – Improvement of the occupancy levels is highly dependent on the 

hospital’s ability to retain and add reputed consultants, which will be a challenge in the light of the increased competition 

in the healthcare sector. CMH also witnessed stagnancy in revenues for FY2019 on account of the discontinuation of one 

of the major consultants, which accentuates the concern. 

                                                                                                                                                                                                                                              

Analytical approach: For arriving at the rating, ICRA Nepal has applied its rating methodology as indicated below.  

Links to applicable criteria:    

Corporate Credit Rating Methodology 

 

About the company   
Incorporated in November 2012 as a 38-bedded hospital in Pokhara, Charak Memorial Hospital Private Limited (CMH) is 

now a 100-bedded health service provider, offering a wide range of medical, surgical, and diagnostic services. The 

hospital operated with 38 bed capacity till February 01, 2020, after which it shifted to its own building with 100 beds and 

added facilities. The hospital is mainly promoted by Mr. Badri Poudel, Mr. Ramchandra Regmi, Mr. Kapil Pokharel, among 

others. 

 

Key financial indicators 
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FY2017   

(Audited) 

FY2018   

(Audited) 

FY2019   

(Audited)  

9MFY2020 

(Provisional) 

Operating income (OI; NPR million) 123 130 127 106 

OPBDITA/OI (%)   15% 13% 15% 15% 

Total debt/Tangible net worth (TNW; times)  0.48 0.83 1.38 3.07 

Total outside liabilities/TNW (times) 0.74 1.03 1.54 3.52 

Total debt/OPBDITA (times)  4.19 8.74 14.96 30.65 

Interest coverage (times)  2.15 2.14 2.63 1.24 

DSCR (times) 0.97 0.92 1.01 0.85 

 

Analyst Contacts  
Mr. Kishor Prasad Bimali (Tel No. +977-1-4419910/20) 
kishor@icranepal.com     
 

Mr. Rajib Maharjan (Tel No. +977-1-4419910/20) 
rajib@icranepal.com    
  

Ms. Smarika Parajuli (Tel No. +977-1-4419910/20)  

smarika@icranepal.com 
 

Relationship Contacts   
Ms. Barsha Shrestha (Tel No. +977-1-4419910/20) 
barsha@icranepal.com    
 

About ICRA Nepal Limited  
ICRA Nepal Limited, the first credit rating agency of Nepal, is a subsidiary of ICRA Limited (ICRA) of India. It was licensed 

by the Securities Board of Nepal (SEBON) on October 3, 2012. ICRA Nepal is supported by ICRA Limited through a technical 

support services agreement, which envisages ICRA helping ICRA Nepal in areas such as rating process and methodologies, 

analytical software, research, training, and technical and analytical skill augmentation.  
 

Our parent company, 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.  

For more information, visit www.icranepal.com   
 

ICRA Nepal Limited 

Sunrise Bizz Park, 6th Floor, Dillibazar, Kathmandu, Nepal. 

Phone:+977 1 4419910/20 

Email: info@icranepal.com 

Web: www.icranepal.com 
 

All Rights Reserved.  
Contents may be used freely with due acknowledgement to ICRA Nepal.  

ICRA Nepal ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. The ICRA Nepal 

ratings are subject to a process of surveillance which may lead to a revision in ratings. Please visit our website 

(www.icranepal.com) or contact ICRA Nepal office for the latest information on ICRA Nepal ratings outstanding. All information 

contained herein has been obtained by ICRA Nepal from sources believed by it to be accurate and reliable. Although reasonable 

care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of 

any kind, and ICRA Nepal in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness 

or completeness of any such information. All information contained herein must be construed solely as statements of opinion 

and ICRA Nepal shall not be liable for any losses incurred by users from any use of this publication or its contents 
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