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Grande International Hospital Limited: [ICRANP] LB/A4 assigned 

March 15, 2021 
 

Facility  Rated Amount (NPR Million) Rating Action 

  Long-term loans: Fund based (Term loans) 1,475.17 [ICRANP] LB; assigned 

  Short-term loans: Fund based (Overdraft) 77.67 [ICRANP] A4; assigned 

Total 1,552.84  

 

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

term loans of Grande International Hospital Limited (GIH). ICRA Nepal has also assigned a short-term rating of [ICRANP] 

A4 (pronounced ICRA NP A four) to the company’s short-term loans. 

 

Rationale 
The ratings are mainly constrained by the high financial risk profile of GIH with sizeable losses over the years, which has 

resulted in a weak capital structure. The accumulated losses led to negative net worth till FY2019 but became marginally 

positive after an equity infusion in FY2020. While the recent equity infusion is a positive, GIH still has inadequate 

operational cash flows to serve its secured/unsecured debt obligations and hence, is likely to require further promoter 

support. To ensure timely payment of secured loan obligations, GIH has availed sizeable short-term loans from various 

sources, which have been piling up. In turn, its payables have been increasing, leading to a weak current ratio. The 

company’s stretched liquidity profile along with the ongoing legal cases and sizeable statutory dues also remain rating 

concerns. Further, ICRA Nepal takes note of the rising competition in the already fragmented industry with entry of new 

similar scale players in the recent years. This, along with the operational disturbances caused by the Covid-19 pandemic, 

led to a marked de-growth in occupancy trends and in turn, revenues in FY2020 and H1 FY2021. Going forward, GIH’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 ability to attain a sizeable revenue base, despite moderate 

operational track record (since 2013). The ratings also consider GIH’s experienced directors/promoters and management 

team along with its good hospital infrastructure. These factors and the improving brand position had resulted in a gradual 

increase in patient flow as well as per patient revenue metrics till FY2019, with Covid-19 impacting these indicators in 

FY2020. The rating actions also factor in the positive demand outlook in the healthcare industry along with increasing 

medical insurance coverage and rising awareness for better healthcare, all of which remain positives for GIH.  

 

 

Key rating drivers  
 

Credit strengths 
Moderate operational track record with good hospital facilities – GIH was established in 2010 and started its operations 

from 2013 as a 200-bed hospital. Over this period, it has been able to establish its brand position as a multi-specialty 

hospital. The hospital facilities are good and remain comparable to other similar players. The company also runs a 

pharmacy and pathology units within the hospital premises, which contributed to ~32% of its FY2020 top line and added 

diversity to its revenue profile.  

 

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

medical insurance coverage, rising awareness for healthcare, technological improvements in early diagnosis and 

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

advanced healthcare services outside the capital city leads to sizeable referral patient base from these regions to 

hospitals like GIH. 
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Credit challenges 
Weak financial risk profile and stretched liquidity – As of mid-January 2021, the company carries huge accumulated 

losses of NPR 1,445 million in its books as a result of sizeable losses sustained over the years.  While GIH started reporting 

profits (albeit marginal) from FY2018 onwards, the pandemic resulted in deterioration, leading to sizeable losses in 

FY2020 and H1 FY2021. Hence, the company’s net worth stands at a nominal ~NPR 3 million as of mid-January 2021, 

despite sizeable equity enhancement in FY2020 (~NPR 510 million). With sizeable bank borrowings as well as outsider 

liabilities, its capital structure remains weak. Despite good operating margins, GIH’s operational cash flows have 

remained inadequate to serve the sizeable secured and unsecured debt repayment obligations, as reflected in DSCR of 

less than 1x so far. Hence, the company has been prioritising the secured bank obligations, while piling up the unsecured 

creditors, along with the applicable interest thereon. This has led to a weak current ratio (0.19x as of mid-January 2021) 

and stressed liquidity profile. ICRA Nepal positively views GIH’s plans to further inject equity through rights issue and its 

plans to refinance its assets to gradually settle the unsecured creditors. This, however, would pressurise its ability to 

serve the increased bank obligations. GIH’s ability to attain adequate revenue growth would remain critical for timely 

debt servicing and gradually improve its capitalisation structure. 

 

Challenges in revenue growth in recent periods – Despite its moderate track record, GIH was able to post healthy 

revenue growth (CAGR of ~26% in the three fiscals ending in mid-July 2019). The revenue per patient was also growing 

at a healthy pace, while the occupancy remained modest at ~60% over the same period. These were backed by improving 

brand presence, focus on quality services and addition of newer medical services, leading to increasing patient inflow. 

However, GIH witnessed a marked revenue de-growth of ~30% in FY2020 (commensurate to ~38% occupancy), mainly 

on account of the pandemic. The revenues reported a decline of ~10% even in 8M FY2020, i.e. prior to the pandemic, 

which can be attributed to the increasing number of competitors and the deteriorated road access to the hospital for 

almost one year. With the operational disturbances caused by Covid-19, the revenues declined by ~60% in last four 

months of FY2020. While the company’s top line has been gradually improving in the recent months, its ability to sustain 

the momentum amid the challenges, would remain crucial for its financial profile. Nonetheless, the presence of specialist 

doctors, rising contribution of In-patient department (IPD) revenues in the overall revenue mix and good average revenue 

per occupied bed days (ARPOBD) of ~43,000 for H1 FY2021 provides comfort. 

 

Ongoing litigations and statutory dues – GIH has been facing several legal cases from various parties, including 

shareholders, associated companies as well as creditors. The quantum of the contested amount was ~NPR 575 million 

and hence, any unfavourable outcome could further impact its liquidity profile. Additionally, the company has sizeable 

statutory dues (~NPR 140 million) arising from a change in the taxation regime (applicability of VAT was removed from 

medical services from FY2019). Further, GIH has been facing a few operation-related allegations which, though financially 

less material, could impact its reputation and brand position.  

 

Intense competition; ability to attract high quality consultants to remain crucial – GIH faces intense competition from 

other large and established multi-speciality hospitals in the Kathmandu Valley. In the recent years, the healthcare services 

industry has grown highly competitive with the entry of large corporate hospitals like Nepal Mediciti and Vayodha, along 

with the presence of established players like Norvic. Additionally, many other private players have enhanced their 

capacities, leading to increased competition. Going forward, improvement in 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. 

                                                                                                                                                                                                                                              

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 2010, Grande International Hospital (GIH) is a 200-bed, multi-specialty healthcare facility that offers a 

wide range of medical, surgical and diagnostic services. The Dhapasi, Kathmandu-based hospital has been in operation 
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since 2013 and is spread over around four acres land with built-up area of ~2,00,000 sq. ft. The company was promoted 

by a diverse range of individuals and institutions. Currently, Dr. Deepak Kunwar is the company’s Chairman, while Dr. 

Chakra Raj Pandey is the Medical Director. 

 

Key financial indicators 

 
FY2017   

(Audited) 

FY2018   

(Audited) 

FY2019   

(Audited)  

FY2020 

(Audited) 

H1 FY2021 

(Provisional) 

Operating income (OI; NPR million) 1,530 1,889 2,056 1,436 686 

OPBDITA/OI (%)   16% 20% 22% 13% 21% 

Total debt/Tangible net worth (TNW; times)  -5.9 -5.6 -6.0 37.7 553.5 

Total outside liabilities/TNW (times) -8.7 -8.6 -9.8 79.0 1,116.3 

Total debt/OPBDITA (times)  10.3 6.3 5.0 7.7 5.3 

Interest coverage (times)  1.0 1.6 1.9 1.0 1.6 

DSCR (times) 0.6 0.8 0.9 0.5 1.1 

Net-working capital/OI (%) -55% -48% -56% -96% -94% 

Current ratio 0.26 0.23 0.14 0.15 0.19 

Source: company data 
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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. 
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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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