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Issue Snapshot

Issue Open: 5-Dec-17

Issue Close: 7-Dec-17

Price Band INR 245 - 248

Issue Size (INR mn) INR 4987 - 5048

Market Cap (INR mn) INR 26462 - 26786

Particulars

Fresh Issue (INR mn) 4800

OFS Issue Size (INR mn) 248

QIBs 50%

Non-institutional 15%

Retail 35%

Capital Structure

Pre Issue Equity (INR Mn) INR 887

Post Issue Equity (INR Mn) INR 1080

Bid Lot 60

Minimum Bid Amount @245 INR 14700

Minimum Bid Amount @248 INR 14880

Shareholding Pattern (%) Pre Issue (%) Post issue (%)

Promoters 97.9% 79.4%

Others 2.1% 20.6%

Particulars

Face value 10

TTM P / EV (diluted)* 5.3

FY17 P/BV (diluted)* 8.2
*Upper band

Investment Rationale
Leadership in orthopedics and strong capabilities in other specialties
The company's reputation and clinical capabilities in the field of
orthopedics, along with continuing expansion across other healthcare
specialties positions it favorably to benefit from the increasing
demand in India for quality healthcare services. Having performed
approximately 50,175 joint replacements since 2007, it has been a
market leader in the area of joint replacement surgeries. Through 68
Outpatient Clinics, the company offers orthopedic consultation
services to patients spread across 16 states in India, and through its
chain of eight fully operational hospitals and eight SACE, it undertakes
orthopedic surgeries and procedures.
Integrated and scalable business model
Multi-specialty Hospitals: The company's 11 hospitals, inclusive of
eight fully operational and three hospitals which were recently set
up have an aggregate bed capacity of 2,012 beds, as on FY17. The
expansion has been achieved through a combination of greenfield or
brownfield projects, strategic acquisitions, and O&M arrangements
on an asset-light, revenue sharing basis with third party service
providers to ensure efficient capital deployment.
Outpatient Clinics and SACE: Through Outpatient Clinics that are
operated by the company either independently, or within third party
premises, it offers orthopedic consultation services. Apart from
Outpatient Clinics, it has five domestic SACE and three overseas SACE.
Through its SACE, it offers orthopedic consultation services and
undertake orthopedic and spine surgeries.
Shalby Homecare: Since FY15, Shalby Homecare has been able to
extend expert healthcare services at a patient's doorstep, so as to
facilitate a speedy and comfortable recovery from diseases and other
medical conditions from home. Shalby Homecare services are offered
through the hospitals located in Ahmedabad, Indore, Jabalpur,
Mohali, and Vapi. As on December 31, 2016, it had 11 dedicated staff
for Shalby Homecare. During FY16 and 9MFY17, it serviced a total of
2,566 and 4,413 patients, respectively, through Shalby Homecare.
Experienced player with longstanding presence and brand recall
The Company's strong brand equity is evident from the consistent
growth in its inpatient and outpatient base from 9,758 and 55,143,
respectively, during FY12 to 20,528 and 152,921 during FY16, with a
CAGR of 20.43% and 29.05%, respectively.
The Company has an established presence and strong brand recall
in Gujarat, and an emerging presence in western and central India.
Its brand equity and operational experience in core markets provides
it with the platform to further expand its presence and operations in
select locations across the country.
Outlook and Valuation
Since FY12, the company has experienced a steady growth in providing
orthopedic and non-orthopedic healthcare services, maintaining
higher margins and RoE than its peers because of several cost-
efficiency measures, such as procurement of medical consumables,
lower capital expenditure per bed, higher beds to operation theatre,
and better space utilization. This helps the company achieve EBITDA
positive levels for new hospitals in less than two years. The company's
revenues, EBITDA and PAT have grown at a CAGR of 7.9%, 5.1% and
16.8% respectively, between FY14-17. The company has showcased
healthy EBITDA margins in the range of 20-25% consistently. At the
upper price band of INR 248/share, the issue is valued at a PE of 35x
with FY17 Adj.EPS of INR 7.0. We recommend to SUBSCRIBE to the
issue as a good long term investment.

Objects of the issue
Offer For Sale (OFS) (INR Mn) 248

The company will be reimbursed for all expenses incurred for OFS.

Fresh Issue (INR Mn) 4800

Repayment or prepayment in full or in part of
certain loans availed by our Company (INR mn) 3481

Purchase of medical equipment for existing,
recently set up, and upcoming hospitals (INR mn) 795

Purchase of interiors, furniture, and allied
infrastructure for upcoming hospitals (INR mn) 140

Shalby Hospitals is one of the leading multi-specialty chain of hospitals in India. The hospitals are tertiary care hospitals,
few of which also offer quaternary healthcare services to patients in various areas of specialization such as orthopedics,
complex joint replacements, cardiology, neurology, oncology, and renal transplantations. The company provides inpatient
and outpatient healthcare services through eight fully operational hospitals, having an aggregate operational bed count of
781 beds, as on March 31, 2017. This apart, it currently provides outpatient consultative healthcare services through three
hospitals which were recently set up. Its 11 hospitals, inclusive of eight fully operational and three hospitals which were
recently set up, have an aggregate bed capacity of 2,012 beds, as on March 31, 2017.

Nandan Kamat
Nandan.kamat@spagroupindia.com
Ph. No. 91 22 4289 5600/ Ext. 216
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Industry Overview
Demographic, Macroeconomic and Healthcare Overview of India
The population of India is expected to grow at a compound annual
growth rate (CAGR) of nearly 1.0 % between 2014 and 2020. Growing
at this rate, India is expected to be home to 1.35 billion people by
2020. The fact that higher numbers of individuals are attaining
old age in future trends (12% of the total population above 54
years of age in 2014 to 14% of the total population in 2020), there
is an increasing burden on the healthcare resources as this
segment of population is predisposed to various chronic diseases
like diabetes, heart diseases, degenerative diseases, neurological
disorders and cancer. The burgeoning population of India could
pose a serious challenge to healthcare access for all, thereby
reemphasizing the need for development of healthcare
infrastructure in India.

Per capita income 2011-2014 in INR'000 (India Vs selected states)

GDP growth of India
India is the third largest economy of Asia and is one of the fastest
growing economies across the globe. India grew at a robust pace
of 7.2% in 2014 along with China at 7.3% and is expected to grow
at 7.7% 2018 onwards, higher than other economies.

The public healthcare expenditure of India accounts to only 30%
of total healthcare expenditure in 2014, considerably lower than
other countries, thus leading to higher out-of- pocket spend on
healthcare. This massive shortfall in public healthcare in India is
filled up by private healthcare providers.

With growing penetration of insurance, out-of-pocket spend in
India reduced considerably from 67.9% in year 2000 to 62.4% in
2014, compared to other Asian countries like Singapore and
Malaysia, which have an increasing trend of out-of-pocket
expenditure, However, the out-of-pocket spend on healthcare in
India is still much higher than the other developed economies.

Classification of the Healthcare Industry
The Indian healthcare industry was estimated to be INR 9.2 trillion
in 2016; grew at a CAGR of 14-15% over the last five years (2011 to
2015). The healthcare industry is expected to grow at a CAGR of
15-16% during 2015-20 and expected to reach INR 17.2 trillion in
2020.
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GROWTH DRIVERS OF INDIAN HEALTHCARE INDUSTRY
The key growth drivers of Indian healthcare industry are:

1. Deficient healthcare infrastructure and lack of healthcare
workforce
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2. Increasing population and life expectancy
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3. Emergence of medical tourism

In Asia, India is one of the major medical tourism destinations
attracting patients from across the world, mainly from developing
and underdeveloped countries lacking advanced medical facilities
and sophisticated infrastructure.

4. Country-wise cost of treatments ($)

In the past two decades, the healthcare sector in Gujarat has seen
tremendous development with the establishment of private
corporate healthcare players like Apollo Hospitals, CIMS,
Narayana Multispecialty Hospital (Narayana Health) Shalby
Limited, Sterling Hospitals, Zydus Hospitals and others.

Apollo Hospitals, CIMS and Narayana Multispecialty Hospital
have an average capacity of 300 beds while other hospitals like
Sterling Hospitals operates with a bed strength of nearly 862 beds
across 4 hospitals in Gujarat and Zydus Hospitals has nearly 710
beds across its 2 hospitals. Out of these players, Shalby Limited
has evolved as one of the largest private corporate healthcare
groups in Gujarat with a network of 6 hospitals with a capacity of
1,104 beds in 2017, well spread across Gujarat.

Company Overview
Shalby Hospitals is one of the leading multi-specialty chain of
hospitals in India. The hospitals are tertiary care hospitals, few
of which also offer quaternary healthcare services to patients in
various areas of specialization such as orthopedics, complex joint
replacements, cardiology, neurology, oncology, and renal
transplantations. The company provides inpatient and outpatient
healthcare services through eight fully operational hospitals,
having an aggregate operational bed count of 781 beds, as on
March 31, 2017. This apart, it currently provides outpatient
consultative healthcare services through three hospitals which
were recently set up. Its 11 hospitals, inclusive of eight fully
operational and three hospitals which were recently set up, have
an aggregate bed capacity of 2,012 beds, as on March 31, 2017.
The company had a 15% market share of all joint replacement
surgeries conducted by private corporate hospitals in India in
2016. The company also provides outpatient services through 68
Outpatient Clinics and has eight shared surgery centres within
third party hospitals, which are called "Shalby Arthroplasty Centre
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of Excellence" (SACE), where it offers orthopedic healthcare
services including surgeries. Since March 2007, it has conducted
an aggregate of 84,579 surgeries, and provided healthcare services
to an aggregate of 923,441 patients, consisting 121,576 inpatients
and 801,865 outpatients.

The company has benefited significantly from the experience and
expertise of Dr Vikram Shah, one of the Promoters, who has been
credited by Ethicon India for his involvement in the development
of the 'OS Needle'. The OS Needle has been successful in simplifying
soft tissue procedures, thereby reducing the risk of infection and
the high rates of failure that once existed while undertaking
orthopedic surgeries. Apart from use of the OS Needle, it also
employs an innovative surgical procedure which called 'Zero
Technique' that involves minimum incision during the surgery
thereby reducing infection rates and surgical time required to
complete a total knee replacement surgery.

Apart from a focus on orthopedics, its hospitals provide advanced
levels of care across various specialties such as neurology,
cardiac care, critical care, oncology, and nephrology.

The company operates through a combination of the following
models:

• Owning and operating multi-specialty hospitals;

• Operating and managing hospitals on a revenue sharing basis,
by adopting an asset-light model;

• Associating with third-party hospitals on a revenue sharing
and/or professional fee basis to offer orthopedic healthcare
services under SACE; and

• Providing orthopedic healthcare services through Outpatient
Clinics that are either independently operated by the company,
or operated by it within third party premises on a revenue
sharing basis.

As of December 31, 2016, the company employed 1,599 employees
and engaged 267 professional consultants, consisting 242
doctors who are full-time consultants and 25 doctors who are
part-time consultants. Its staff strength also comprises 458 nurses
and 1,141 paramedical, corporate and support staff and
pharmacists.

Investment Rationale
Leadership in orthopedics and strong capabilities in other
specialties
The company's reputation and clinical capabilities in the field of
orthopedics, along with continuing expansion across other
healthcare specialties positions it favorably to benefit from the
increasing demand in India for quality healthcare services. Having
performed approximately 50,175 joint replacements since 2007,
it has been a market leader in the area of joint replacement
surgeries. The company provides patients with a wide range of
orthopedic services and to this end, lays emphasis on providing
end to end services to its patients with preoperative, operative,
and postoperative care. Through 68 Outpatient Clinics, the
company offers orthopedic consultation services to patients
spread across 16 states in India, and through its chain of eight
fully operational hospitals and eight SACE, it undertakes
orthopedic surgeries and procedures. This apart, it currently
provides outpatient consultative healthcare services through three
hospitals which were recently set up.

The chain of multi-specialty hospitals provides advanced levels
of care in various specialties. To ensure that it is able to provide
multi-specialty healthcare services, the hospitals have been
equipped with modern medical equipment, which, inter alia,
include linac systems which are used for cancer diagnosis and
treatment, holmium lasers, which are used to perform endoscopic
lithotripsy, thulium lasers, which are used to perform soft tissue
surgeries, and intra-operative neuro monitoring systems which
are used to monitor neural structures while performing ENT
procedures. Key volume statistics for the orthopedic and non-
orthopedic surgeries and procedures during from FY12 to FY16,
and 9MFY17, are set out below:

Particulars FY12 FY13 FY14 FY15 FY16 9MFY16

Orthopaedic surgeries and procedures 6,390 7,579 8,741 9,244 9,719 7,362

Non-orthopaedic surgeries and procedures 1,404 2,267 3,701 4,447 4,567 4,039

 Details of the number of patients who availed the orthopedic and
non-orthopedic services in the last five Fiscals, and the nine
months period ended December 31, 2016, is set out below:

Particulars FY12 FY13 FY14 FY15 FY16 9MFY16

Orthopaedic services 23,257 36,183 37,438 34,724 40,258 31,591

Non-orthopaedic services 41,644 90,084 105,152 111,244 133,191 111,754
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Integrated and scalable business model
Multi-specialty Hospitals: The company's 11 hospitals, inclusive
of eight fully operational and three hospitals which were recently
set up have an aggregate bed capacity of 2,012 beds, as on March
31, 2017. The expansion has been achieved through a
combination of greenfield or brownfield projects, strategic
acquisitions, and operation and management (O&M)
arrangements. It carries out O&M arrangements on an asset-light,
revenue sharing basis with third party healthcare service
providers to ensure efficient capital deployment. It operates multi-
specialty hospitals targeting healthcare demands in Tier I Cities
and Tier II Cities. The hospitals are tertiary care hospitals, few of
which also offer quaternary healthcare services to patients.

Details of the existing operational hospitals and recently set up
hospitals, their respective locations and commencement of
operations are set out below:

Hospital Location Date of commencement

Vijay Shalby Ahmedabad March, 1994

SG Shalby Ahmedabad March, 2007

Shalby Vapi Vapi April, 2012

Krishna Shalby Ahmedabad October, 2012

Shalby Jabalpur Jabalpur March, 2015

Zynova Shalby Mumbai January, 2017

Shalby Indore Indore August, 2015

Shalby Silver Oaks Mohali September, 2015

Shalby Jaipur(1) Jaipur March, 2017

Shalby Naroda(1) Ahmedabad March, 2017

Shalby Surat(1) Surat March, 2017

Outpatient Clinics and SACE: Through Outpatient Clinics that are
operated by the company either independently, or within third
party premises, it offers orthopedic consultation services. Apart
from Outpatient Clinics, it has five domestic SACE and three
overseas SACE. Through its SACE, it offers orthopedic consultation
services and undertake orthopedic and spine surgeries. Through
its wide network of Outpatient Clinics and SACE, it has witnessed
a steady increase inpatient footfalls, with patients travelling from
various parts of the country and overseas to avail intensive
diagnosis and treatment at these hospitals. This apart, the
Outpatient Clinics and SACE have also given the company the
opportunity to carry out preliminary assessments on markets,
which helps it in determining the feasibility of setting up full-
fledged hospitals in new locations, which may involve high capital
expenditure. The company's international footprint consists of
six Outpatient Clinics spread across Ethiopia, Kenya, Tanzania,
and Uganda, and one SACE in Kenya in Africa, and two SACE in Ras
al-Khaimah and Dubai in the UAE. Its presence in Africa and the
Middle East is established through local tie-ups with established

hospitals and medical centres, and has been largely instrumental
in scaling its presence across borders. During nine months period
ended December 31, 2016, Outpatient Clinics in India provided
healthcare services to 4,468 patients and the inpatient count at
its SACEs during FY16 and 9MFY17 was 68 and 85, respectively.

Shalby Homecare: The Company commenced the operations of
Shalby Homecare in FY15. Through Shalby Homecare, it has been
able to extend expert healthcare services at a patient's doorstep,
so as to facilitate a speedy and comfortable recovery from diseases
and other medical conditions from the comfort of one's home.
Shalby Homecare services are offered through the hospitals
located in Ahmedabad, Indore, Jabalpur, Mohali, and Vapi. Under
Shalby Homecare, it offers a wide range of services which inter
alia, include attendant services, nursing services, physiotherapy
services, pathology services, and home deputation of medical
officers. As on December 31, 2016, it had 11 dedicated staff for
Shalby Homecare. During FY16 and 9MFY17, it serviced a total of
2,566 and 4,413 patients, respectively, through Shalby Homecare.

Shalby Academy: The Company commenced the operations of
Shalby Academy in FY16. Through Shalby Academy, it offers various
educational programmes. These programmes include diploma in
orthopaedics, fellowship in critical care, and courses offered by
the Paramedical Council of Gujarat. Shalby Academy is functional
at their hospitals located in Ahmedabad, Jabalpur, and Indore. In
FY16 and 9MFY17, Shalby Academy catered to 57 and 48 students,
respectively.

Experienced player with longstanding presence and brand recall
The Company's strong brand equity is evident from the consistent
growth in its inpatient and outpatient base from 9,758 and 55,143,
respectively, during FY12 to 20,528 and 152,921 during FY16, with
a CAGR of 20.43% and 29.05%, respectively.

The Company has an established presence and strong brand recall
in Gujarat, and an emerging presence in western and central India.
Its brand equity and operational experience in core markets
provides it with the platform to further expand its presence and
operations in select locations across the country.

Track record of operating and financial performance and growth
The growth in revenue and profitability can be credited to strong
operational efficiency, which is achieved by streamlining its
clinical and administrative functions, continually introducing
process innovations, and ensuring that it maintains economies
of scale.

The Company incurs lower capital expenses by making optimal
use of the available built-up area in its hospitals. By achieving an
optimization of the built-up area at its hospitals, it has been able
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to set up additional operation theatres. Apart from allowing it to
undertake more surgeries each day, this has also ensured that it
maintains an average bed to operation theatre ratio of 200:8. In
FY16 and 9MFY17, it undertook 8,116 and 5,939 surgeries,
respectively, in SG Shalby, which has a total of eight major and
two minor operation theatres.

While in FY12, ARPOB was INR 36,296, ARPOB in FY16 and for
9MFY17 was INR 34,034 and INR 31,687, respectively. To ensure
financial efficiency and minimization of capital expenses,
members from management lead the planning, development, and
execution of its greenfield projects, brownfield projects, and
strategic acquisitions.

The ALOS during FY12 and FY16 was 4.64 and 4.14, respectively.
During 9MFY17, the ALOS was 4.01. In pursuit of ensuring
operational efficiency, the company has implemented a robust
internal supply chain mechanism which inter alia, involves the
centralized purchasing of drugs and various other medical
consumables required by it for the purposes of operating the
hospitals.

Along with this, it consistently works towards optimizing
procurement costs, standardizing the type of medical consumables
used across the chain of hospitals, consolidating suppliers, and
adopting guidelines for medical procedures. This has resulted in
reducing the expenses incurred towards procurement of medical
consumables.

As on December 31, 2016, the company had 138 surgeons
practicing across disciplines. On account of the number of
surgeons engaged by the company, it is capable of undertaking a
higher number of surgeries each day, thereby enhancing focus on
being a surgery oriented multi-specialty healthcare service
provider. Unlike most other specialties, orthopedic surgeries and
procedures are usually planned in advance. This provides it with
the ability to organize such surgeries and procedures, and utilize
manpower resource in a cost and time effective manner.

On account of the operational efficiency factors described above,
it has been able to reduce the time required for its hospitals to
achieve positive EBITDA from the date on which it commenced
operating these hospitals. For instance, SG Shalby achieved
positive EBITDA in the first financial year after it commenced
operating SG Shalby in 2007.

Experienced and qualified professional management team with
strong execution track record
The Company's Chairman and Managing Director, Dr Vikram Shah
is a veteran and specializes in the field of orthopaedics. With

over 25 years of professional medical experience, Dr Vikram Shah
has consulted across various geographies including the United
Kingdom and India. Dr Vikram Shah has been credited by Ethicon
India for his involvement in the development of the OS Needle,
which has been successful in simplifying soft tissue procedures,
thereby reducing the risk of infection and diminishing high rates
of failure that once existed while undertaking orthopaedic
surgeries. In recognition of his contributions to the healthcare
sector, Dr Vikram Shah has been the recipient of various awards.
These include, the "Hercules Award" instituted by the Gujarat
Innovation Society in 2014, and the "Pathbreaking Services in the
Field of Joint Replacement and Orthopaedic Surgery Award"
instituted by Rotary International in 2009. The credibility
associated with Dr Vikram Shah's vast experience, as well as his
diverse medical acumen has contributed significantly towards
building the company's brand name.

Its Board is composed of accomplished Directors, having diverse
experience in the sectors of medicine, finance, and education.
Along with Dr Vikram Shah, the company is also guided by its
Chief Executive Officer, Ravi Bhandari, who has an experience of
25 years in various industries, including, petrochemicals and
refinery, telecom, and healthcare. Ravi Bhandari is entrusted with
the duties of managing day-to-day operations across the domestic
and overseas network, and identifying and pursuing expansion
opportunities.

Business Strategy
Strengthen hospital presence in western and central India, and
continue expanding into new geographies
The company is currently in the process of setting up hospitals
for a total bed capacity of 263 beds in Nashik and Vadodara.
Further, it also intends to expand the hospitals to northern India,
eastern India, and north eastern India. As part of its expansion
strategies, it also intends on expanding the existing hospitals.
For instance, it is presently in the process of expanding Zynova
Shalby, hospital in Mumbai, by increasing the bed capacity from
50 to 150 beds.

Continue to enhance outreach programmes
The company aims to enhance its outreach programmes by
establishing Outpatient Clinics and SACE in various Tier I Cities,
Tier II Cities, and Tier III Cities. This apart, it also intends on
establishing additional Outpatient Clinics and SACE in various
cities across India where its Outpatient Clinics and SACE currently
cater to patients. As a part of international expansion plans, it
intends to set up Outpatient Clinics and SACE in certain SAARC
countries. The company plans to enhance its international patient
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outreach by conducting health camps, screening camps, and
healthcare awareness lectures. As a part of its outreach initiatives,
it intend on engaging the services of additional established
medical practitioners who will be able to consistently grow its
patient base, whilst diversifying the strength in multiple specialties
of healthcare.

The company's domestic and international Outpatient Clinics are
either solely operated by it, or operated on the basis of a revenue
sharing model. Its doctors consult in such domestic and
international Outpatient Clinics on a daily, weekly, fortnightly, or
monthly basis. The strategies employed by the company in
establishing and operating Outpatient Clinics have given it the
leverage to venture into new markets, while ensuring that the
expenses incurred by it remain minimal. This apart, the asset-
light Outpatient Clinics and SACE provides it the opportunity to
assess a market prior to setting up a full-fledged hospital. By
referring patients to its hospitals for further diagnosis and
treatment, the Outpatient Clinics and SACE have also been
instrumental in building brand recognition, and increasing patient
footfall in its hospitals.

Continue to strengthen healthcare services across other specialties
The company's expansion strategies are centered on establishing
hospitals which focus on offering quality healthcare services
across a spectrum of specialties such as neurology, nephrology,
cardiac care, critical care, and oncology. It intends to continue to
strengthen its capabilities in specialties other than orthopedics.
To this end, and together with the strategy to expand the hospitals
to new geographies, it intends to strengthen the specialties by
setting up multi-specialty hospitals which focus on specialties
other than orthopedics. For instance, in 2014, it established Shalby
Jabalpur as a multi-specialty hospital with a primary focus on
cardiology. During FY16, and for 9MFY17, Shalby Jabalpur
contributed to 7.24% and 8.35%, respectively, of the revenue.
Further, during FY16, and for 9MFY17, 24.25% and 24.23%,
respectively, of Shalby Jabalpur's revenue was generated from
cardiology.

Further, for the purposes of strengthening focus on other
specialties, the company intends to equip its hospitals with an
additional range of diverse healthcare equipment. These include
equipment which are used for cancer diagnosis and treatment,
equipment which use nephelometric technology to manage a
variety of diseases such as cardiovascular diseases, and liver
transplant equipment and instruments. Currently, Shalby Indore
provides advanced radiation therapy for the treatment of cancer.
In addition to Shalby Indore, it intends to equip its recently set up

hospitals, Shalby Jaipur and Shalby Naroda with equipment to
provide radiation therapy for the treatment of cancer.

Implement initiatives to improve operational efficiencies
The Company intends to focus on the following key areas to
improve its clinical and administrative operating efficiencies and
profitability:

• Improve daily ARPOB by enhancing focus on high growth care
areas such as oncology, nephrology, and hepatology.

• To lower the costs of consumption by centralizing the
procurement function. To this end, it intends on implementing
various measures to improve the operational efficiencies,
including undertaking measures to reduce consumption of
disposable items and avoid wastage. Further, it also intends
to minimize the costs and leverage economies of scale by
standardizing the type of medical consumables used at the
hospitals, optimizing procurement costs, and consolidating
the suppliers by establishing and adopting strict guidelines
for medical procedures across the hospitals.

• To continue to minimize ALOS at the hospitals. Based on past
experience, revenue generated in servicing inpatients during
their first three day of stay is higher than the revenue generated
by in servicing the same patients for their stay from the fourth
day onwards. Systematically reducing an inpatient's ALOS at
the hospitals will aid in improving daily ARPOB.

• To maximise operational efficiency by achieving greater
integration and by implementing a stronger supply chain
management.

• To obtain NABH accreditations for all existing and upcoming
hospitals will give credibility to liaise with various government
agencies, thereby attracting more patients to the hospitals. In
addition, the company also intends on obtaining certifications
under the IT Act, through which it can offer services to public
service undertakings, thereby increasing the target group.

• Improve occupancy rates and the utilisation of key equipment
and operating theatres, particularly at the new hospitals, by
placing greater emphasis on delivery of tertiary care services,
expanding referral network and increasing community
outreach programs.

• Through a systematic and mindful investment in the branding
and marketing activities, including through medical camps,
seminars, hoardings, digital marketing, and periodicals, the
company intends on promoting its hospitals, thereby
increasing the patient turnover and occupancy rates.
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Continue to grow  ancillary businesses
The Company has been engaged in providing home-based
healthcare services since FY15. In FY16 and 9MFY17, Shalby
Homecare catered to 2,566 and 4,413 patients, respectively. Shalby
Homecare services are being offered through the hospitals located
in Ahmedabad, Indore, Jabalpur, Mohali, and Vapi. In the future,
the company intends to offer the Shalby Homecare services through
all its existing and upcoming hospitals.

Maturity based operational and financial metrics of operational
hospitals
1. Hospitals that are being operated by the company for a period
of more than five years, being SG Shalby and Vijay Shalby

 (INR mn) FY12 FY13 FY14 FY15 FY16 9MFY16

Service Revenue 1,643.7 1,805.0 1,828.0 1,915.7 1,728.6 1,312.4

Other Income 40.4 27.8 34.2 20.5 25.2 19.9

Total Income 1,684.1 1,832.8 1,862.3 1,936.2 1,753.8 1,332.3

EBITDA 398.0 433.4 508.8 522.6 393.0 378.8

EBITDA Margin (%) 24.2 24.0 27.8 27.3 22.7 28.9

Occupancy Rate (%) 64.0 60.3 57.0 54.9 45.5 50.6

ARPOB (in INR) 36,296.0 42,309.0 45,317.0 49,323.0 53,608.0 48,621.0

ALOS 4.6 4.1 4.1 4.0 3.7 3.9

2. Hospitals that are being operated by the company for a period
of more than two years and less than five years, being Krishna
Shalby and Shalby Vapi

 (INR mn) FY13 FY14 FY15 FY16 9MFY16

Service Revenue 311.3 633.2 769.2 776.3 641.8

Other Income 19.4 3.2 6.5 2.8 1.6

Total Income 330.7 636.4 775.7 779.1 643.4

EBITDA -1.8 119.3 165.5 218.5 228.8

EBITDA Margin (%) -0.6 18.8 21.5 28.1 35.6

Occupancy Rate (%) 24.7 26.8 33.9 38.6 41.5

ARPOB (in INR) 45017.0 29449.0 28286.0 25067.0 25568.0

ALOS 5.2 3.8 4.2 4.6 4.5

3. Hospitals that are being operated by the company for a period
of more than one year and less than two years, being Shalby
Jabalpur, Shalby Indore and Shalby Silver Oaks

 (INR mn) FY15 FY16 9MFY16

Service Revenue 1.7 353.4 434.4

Other Income -0.5 1.8 6.9

Total Income 1.3 355.2 441.3

EBITDA -6.3 -44.8 -55.2

EBITDA Margin (%) -369.1 -12.7 -12.7

Occupancy Rate (%) 5.3 20.0 24.0

ARPOB (in INR) 12835.0 17414.0 18916.0

ALOS 1.3 4.4 3.7

Key operational and financial metrics for each of the operational hospitals as of and for the nine months period ended December 31, 2016:

Hospital SG Shalby Krishna Shalby Shalby Jabalpur Shalby Indore Shalby Vapi Shalby Silver Oaks Vijay Shalby

Location Ahmedabad Ahmedabad Jabalpur Indore Vapi Mohali Ahmedabad

Commencement of operations March, 2007 October, 2012 March, 2015 August, 2015 April, 2012 September, 2015 March, 1994

by Company/Subsidiaries

Bed capacity 201 220 233 243 146 145 27

Number of operational beds 174 150 138 155 70 55 20

Bed occupancy rate (%)* 55.05 43.33 27.84 17.33 37.57 33.13 11.84

Inpatient volume 6,695 3,316 3,208 2,416 2,272 561 231

Outpatient volume 50,840 5,437 21,808 18,349 19,801 1,878 1,999

ALOS (In days) 3.93 5.39 3.29 3.06 3.18 8.93 2.82

patient income (In INR million) 1,139.56 555.52 162.97 166.87 39.47 28.88 14.18

Out-patient income (In INR million) 56.76 17.44 26.96 27.04 13.79 4.5 4.44

ARPOB (in INR) 48,983 32,581 19,142 26,878 8,235 6,699 33,994

Revenue (in INR million) 1,326.76 583.27 205.17 200.8 60.15 35.28 22.3

EBITDA (in INR million) 374.77 234.97 -4.6 -23.95 -6.21 -26.69 3.99

Expansion Plans:

 Location
Estimated time for

Type of hospital
Number of capacity

Mode of expansioncompletion of expansion beds to be added
Nashik FY19 Multi-specialty 113 O&M arrangement

Vadodara FY20 Multi-specialty 150 O&M Arrangement

Mumbai (Zynova Shalby) FY19 Multi-specialty 100 O&M arrangement
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Major Events and Milestones

Financial Year Particulars

2007 Established and commenced operations of our first multi-specialty hospital, SG Shalby, at Sarkhej Gandhinagar
Highway in Ahmedabad

2013 Krishna Shalby commences operations

2013 Shalby Vapi commences operations

2015 Shalby Jabalpur commences operations

2016 Shalby Indore commences operations

2016 Executed a memorandum of understanding with ZH Private Limited to manage and operate Zynova Shalby

2016 Executed an O&M agreement with Kamesh Hospital to commence operations of Shalby Silver Oaks

2017 Entered into an agreement with Bait Al Batterjee Medical Company LLC, Dubai, to provide outpatient orthopaedics and
spine surgeries

Peer Comparision

Key Risks:
• A significant portion of the company's revenue is currently

generated from two hospitals SG Shalby and Krishna Shalby.
Further, a majority of its hospitals are located in the state of
Gujarat. Any material impact on the revenue from these
hospitals will impact the business, prospects, financial
condition and results of operations significantly.

• The company is dependent on one field of specialty for a
substantial portion of our revenue, i.e. orthopedics. Any
material impact on its earnings from orthopedics will impact
our financial condition and results of operations significantly.

• The company's O&M partner, SMJH Trust, has not perfected its
leasehold rights upon the land on which Shalby Jabalpur has
been constructed. Accordingly, the rights arising out of the
O&M arrangement with SMJH Trust in respect of Shalby
Jabalpur may be impaired, thus adversely affecting revenue,
profits, and financial conditions.

Outlook and Valuation
Since FY12, the company has experienced a steady growth in
providing orthopedic and non-orthopedic healthcare services,
maintaining higher margins and RoE than its peers because of
several cost-efficiency measures, such as procurement of medical
consumables, lower capital expenditure per bed, higher beds to
operation theatre, and better space utilization. This helps the
company achieve EBITDA positive levels for new hospitals in less
than two years. The company's revenues, EBITDA and PAT have
grown at a CAGR of 7.9%, 5.1% and 16.8% respectively, between
FY14-17. The company has showcased healthy EBITDA margins in
the range of 20-25% consistently. At the upper price band of INR
248/share, the issue is valued at a PE of 35x with FY17 Adj.EPS of
INR 7.0. We recommend to SUBSCRIBE to the issue as a good long
term investment.

Name of the company
Face value Revenues FY17 EBITDA Margins FY17 EPS NAV

P/E
EV/EBITDA

RoNW (%)
(INR per share) (INR mn) FY17 (%) (INR) (INR per share) (x)

Shalby Limited 10 3254 22.4% 7.0 36.7 35.4 33.2 23.8

Apollo Hospitals Enterprise Limited 5 64418 9.3% 20.5 257.6 55.1 23.1 10.6

Fortis Healthcare Limited 10 6451 NA NA 103.9 NA 24.2 NA

Narayana Hrudayalaya Limited 10 16459 13.1% 4.7 43.4 63.0 27.7 8.6

Healthcare Global Enterprises Limited 10 5388 14.4% 2.9 66.9 102.6 28.6 5.1
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Income Statement

Y/E (INR mn) FY14 FY15 FY16 FY17

Net Sales 2589 2754 2904 3254

% Growth 15.0% 6.4% 5.4% 12.1%

Cost of Goods Sold 40 45 45 54

Employee Cost 170 198 289 393

Other Optg. Exps. 1752 1836 2015 2080

Total Optg. Exps. 1961 2079 2349 2526

EBIDTA (excl OI) 628 676 556 728

% Growth 50.7% 7.7% -17.8% 31.0%

EBITDA Margin % 24.2% 24.5% 19.1% 22.4%

 Dep./Amortization 110 212 113 168

EBIT 517 463 442 560

EBIT Margin % 20.0% 16.8% 15.2% 17.2%

Interest Expense 24 55 105 102

Other Income 28 22 22 75

EBT 522 430 359 533

Tax Expenses 144 185 -4 -83

PAT 378 246 363 616

Minority Interest -13 -12 -13 -10

Adjustment to PAT -2 -3 0 1

APAT 392 260 376 625

% Growth 129.1% -33.7% 44.3% 66.3%

APAT Margin % 15.2% 9.5% 12.9% 19.2%

Balance Sheet

Y/E  (INR mn) FY14 FY15 FY16 FY17

Share Capital 354 354 879 877

Reserves and Surplus 1055 1331 1171 1783

Total Networth 1409 1684 2050 2660

Minority Interest 25 23 4 1

Secured 306 737 1516 2434

Unsecured 65 243 721 860

Total Debt 370 980 2237 3295

Deferred Tax Liability 27 112 21 228

Other Liabilities 75 53 37 130

Sources of Funds 1906 2853 4348 6314

Net Block 1303 1751 3193 3214

CWIP 51 907 822 2217

Investments 2 1 1 1

Current Assets 631 626 642 877

Current Liabilities 263 661 691 868

Net Current Assets 368 -35 -50 8

Deferred Tax Assets 0 0 0 0

Other Assets 182 228 382 874

Application of Funds 1906 2853 4348 6314

Key Ratios

Y/E FY14 FY15 FY16 FY17
Per Share Data (INR)
Reported EPS 10.8 7.0 4.1 7.0
Adj. EPS 4.3 2.8 4.1 7.0
Growth (%) 151.2% -35.2% 46.4% 70.7%
CEPS 5.6 5.2 5.4 8.9
DPS 0 0 0 0
BVPS 16.1 19.2 23.4 30.4
Return Ratios (%)
RoACE 36.1 21.2 13.2 12.2
RoANW 31.2 15.9 19.5 23.8
RoIC 26.1 12.11 13.32 14.1
Liquidity Ratios
Net Debt/Equity 0.2 0.4 1.0 1.2
Interest Coverage Ratio 22.9 8.8 4.4 6.2
Current Ratio 1.1 0.8 0.6 0.5
Quick Ratio 2.2 0.9 0.8 0.9
Efficiency Ratios
Asset Turnover Ratio 1.8 1.3 0.9 0.7
Inventory Days 9 8 9 9
Debtor Days 21 29 40 43
Creditor Days 29 81 69 83
Valuation Ratios
P/E (x) NA NA NA 35.4
P/BV (x) NA NA NA 8.2
P/CEPS (x) NA NA NA 27.9
Dividend Yield (%)
EV/Net Sales (x) 8.3 8.0 8.0 7.4
EV/EBIDTA (x) 34.2 32.7 42.0 33.2

Financials

Cash Flow

Y/E FY14 FY15 FY16 FY17

EBT 521 430 359 532

Less: Other Income/Exceptionals 9 11 -1 0

Add:Depreciation 110 212 113 168

Add: Interest paid 14 33 57 69

Direct taxes paid -131 -114 -101 -106

Change in Working Capital -473 660 -381 28

Cash Flow from operations (a) 51 1232 46 692

Change in Fixed Assets -273 -634 -991 -1581

Change in CWIP 0 0 0 0

Change in Investments 0 4 1 0

Others 13 7 10 19

Cash Flow from Investing (b) -260 -623 -980 -1562

Change in Equity 0 0 5 1

Debt Raised/(Repaid) 275 507 1291 1011

Dividend paid 0 0 0 -1

Interest paid -20 -35 -46 -102

Others -14 -862 -502 -10

Cash Flow from Financing  (c ) 241 -390 749 899

Net Change in Cash (a+b+c) 32 219 -185 28

Opening Cash 24 55 275 89

Closing Cash 55 275 89 117
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