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Sector: Healthcare Rating: BUY
CMP: Rs 787 Target Price: Rs 1,071
Stock Info

Sensex/Nifty 76,139 / 23,031
Bloomberg KRSNAA IN
Equity shares 32.3mn
52-wk High/Low Rs 1,042/528
Face value Rs 5
M-Cap Rs 25.4bn/ USD 0.29bn

Financial Snapshot (Rs mn)

Y/E March FY25E FY26E  FY27E
Sales 8,154 10,457 12,314
Gross profit 6,336 8,178 9,630
Gross Margin % 77.7 78.2 78.2
EBITDA 2,014 2,761 3,251
Margin % 24.7 26.4 26.4
PAT 769 1,231 1,500
EPS 23.9 38.2 46.6
DPS(Rs) - - -
ROCE(%) 12.1 16.9 17.9
P/E(x) 34.9 21.8 17.9
EV/EBITDA (x) 19.3 13.6 9.9
Shareholding pattern (%)

Jun-24 Sep-24 Dec-24
Promoter 27.17 27.17 27.24
—Pledged - - -
Fll 3.33 3.63 4.04
DIl 15.26 15.86 14.46
Others 54.23 53.34 54.27
Stock Performance (1-year)
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Delays in New Center Installation impact performance

Krsnaa Diagnostics’ (KRSNAA IN) Q3FY25 Revenue (Rs. 1,745 mn) and EBITDA (Rs.
451 mn) were below our estimates due to seasonal variations and operational
delays in some geographies that affected installations and volumes during the
quarter. As a result, revenue was up 10.2% YoY but down 6.3% QoQ. The D2C
business has started to contribute to the overall topline and we should see the
business gaining a larger share of the revenue pie. Currently the focus for D2C
business is on large cities and the smaller cities will open up soon. The D2C
initiative is supported by a team of 80 salespeople and 80 KBA (Krsnaa Business
Asscoiates). KRSNAA has also started to strengthen their B2B initiative, wherein
they service hospitals, nursing homes and laboratories. They are presently serving
more than 400 B2B labs, hospitals and nursing homes and intend to expand to
1,000 in FY26. These initiatives will leverage the infrastructure laid out for B2G
contracts and hence we expect to see meaningful leverage emerging from the
business going forward. We maintain our BUY rating on KRSNAA while retaining
our forecasts but roll over our target price (TP) based on 23x FY27E EPS to arrive at
arevised TP of Rs 1,071.

3QFY25 earnings highlights

Krsnaa reported 3QFY25 revenue of Rs 1,745 mn, up 10.2% YoY and down 6.3% QoQ.
EBITDA stood at Rs 451 mn, up 20.5% YoY and down 8.8% QoQ. EBITDA margin stood
at 25.8%, up 221 bps YoY and down 68 bps QoQ. PAT stood at Rs 194mn, up 49.6%
YoY and flat QoQ. PAT margin stood at 11.1%, up 293 bps YoY and 61 bps QoQ.

3QFY25 earnings call highlights
Key Developments:

o Jharkhand: KRSNAA secured a tender for 2 new centers expected to be
operational by 1QFY26.

e Maharashtra: 40 CT scan machines have been commissioned. 15 CT scan
machines and 17 MRI machines are expected to be operationalized soon with
revenue realization from 1QFY26.

o KRSNAA reported Delays in Maharashtra and Madhya Pradesh MRI installations
due to site handovers.

e Operational challenges remain in Assam and Karnataka, which has affected
volumes this quarter.

e Receivable days currently average around 60-65 days however, HP and
Karnataka reported receivable days at ~120 days. Measures are in place to
reduce receivable days in these states to 90 days by year end. KRSNAA also plans
to normalize company wide receivable days to 65-70 days by 2026.

e Retail venture: KRSNAA entered the retail diagnostics space this quarter by
launching its services in Maharashtra, Punjab, Assam and Orissa. Currently
KRSNAA has a presence of 80 touchpoints with an aim to expand the retail
network to 500 touchpoints by FY26.

Investors are advised to refer disclosures made at the end of the research report.
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o KRSNAA aspires for a higher B2C revenue contribution to total revenue. The
growth in retail venture may be gradual but is expected to increase in
subsequent years.

e Rajasthan tender: KRSNAA has fulfilled all its obligations required for the tender
and are awaiting the judiciary to take its due course. Management has said that
discussions are currently ongoing with the new government. The company is on
track to maintain its growth trajectory even without the tender.

e  KRSNAA has 178 CT/MRI centers across the country as on 3QFY25.

e The first Apulki hospital (in Baner) is expected to be operational by April (delayed
from earlier guidance of January/February’25).

e United Imaging — KRSNAA has ordered 7 machines of which 2 have been
received. 5 machines are expected to be received by February/March’25.

e  BMC Project — KRSNAA has reported that operational issues with BMC have been
resolved, and the project has been completed. The tender for renewal is
expected to be introduced with a larger scope. The company is confident in
securing the tender due to its past experience and execution capabilities.

e KRSNAA reported ROCE at 12% which is subdued due to past investments and
delayed realizations. An asset light model in the retail venture and other
efficiency initiatives are expected to help improve ROCE going forward.

e (Capex:
v" Radiology — 90 projects currently under implementation.

v Pathology — 489 collection centers to be added.
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Exhibit 1: Quarterly Performance

Particulars (Rs mn) 3QFY24 2QFY25 3QFY25 YoY (%) QoQ (%) FY23 FY24 YoY (%)
Revenues 1,583 1,863 1,745 10.2 (6.3) 4,871 6,196 27.2
Cost of Revenues 344 449 399 16.1 (11.2) 742 1,410 90.1
% of revenue 21.7 24.1 22.9 116 bps (124) bps 15.2 22.8 754 bps
Staff Costs 297 351 359 20.9 2.3 746 1,115 49.5
% of revenue 18.7 18.8 20.6 182 bps 174 bps 15.3 18.0 268 bps
Other expense 569 570 537 (5.7) (5.8) 2,161 2,229 3.1
% of revenue 35.9 30.6 30.8 (519) bps 18 bps 44.4 36.0 (839) bps
EBITDA 374 494 451 20.5 (8.8) 1,223 1,442 17.9
EBITDA margin (%) 23.6 26.5 25.8 221 bps (68) bps 25.1 23.3 (183) bps
Other income 41 46 92 126.5 101.1 194 168 (13.3)
Interest costs 41 64 61 48.0 (4.0) 77 165 114.2
Depreciation 212 222 227 6.9 2.3 538 745 38.6
Exceptional Items 0 0 0 NA NA 0 1 NA
Profit before tax 161 254 255 58.3 0.3 802 701 (12.6)
Tax rate 31 58 61 94.3 4.4 181 132 (27.2)
Tax rate(%) 19.4 22.9 23.8 441 bps 93 bps 22.6 18.8 (376) bps
Profit for the period 130 196 194 49.6 (0.9) 621 569 (8.4)
Profit Margin 8.2 10.5 11.1 293 bps 61 bps 12.8 9.2 (357) bps

Source: Company, Systematix Institutional Research

Exhibit 2: Margin Summary
Particulars (%) 3QFY23 4QFY23 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25 2QFY25 3QFY25
Gross Margin 83.8 80.7 80.1 76.9 78.3 74.1 74.8 75.9 77.1
EBITDA Margin 24.9 25.9 22.5 20.4 23.6 26.3 25.1 26.5 25.8
EBIT Margin 13.1 14.9 11.2 7.9 10.2 15.4 12.5 14.6 12.8
PAT Margin 11.6 14.2 10.5 6.8 8.2 11.3 10.5 10.5 11.1

Source: Company, Systematix Institutional Research

Exhibit 3: Actual vs Estimates
Particulars (Rs mn) Actuals Systematix Var(%) Cons. Var(%)
Net sales 1,745 1,979 (11.8) 1,947 (10.4)
EBITDA 451 505 (10.7) 514 (12.2)
Margin (%) 25.8 25.5 33 bps 26.4 (55) bps
PAT 194 204 (4.9) 212 (8.4)
Margin (%) 11.1 10.3 81 bps 10.9 24 bps

Source: Company, Systematix Institutional Research
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FINANCIALS

Profit & Loss Statement Balance Sheet

YE: Mar (Rs mn) FY23 FY24 FY25E FY26E FY27E YE: Mar (Rs mn) FY23 FY24 FY25E FY26E FY27E

Net Revenues 4,871 6,196 8,154 10,457 12,314 Equity Share Capital 157 161 161 161 161

YoY gr. (%) 7% 27% 32% 28% 18% Reserves & Surplus (Ex OCl) 7,230 7,937 8,705 9,937 11,436

Cost of Goods Sold 742 1,410 1,818 2,280 2,684 Net Worth 7,387 8,098 8,867 10,098 11,598

Gross Profit 4,129 4,786 6,336 8,178 9,630 Short term debt 82 1179 1179 1,179 1,179

Margin (%) 84.8%  77.2% 77.7% 78.2% 78.2% Long term debt 243 419 369 319 269

Employee Cost 746 1,115 1,468 1,882 2,217 Trade payables 621 823 1,117 1,433 1,687

Other Expenses 2,161 2,229 2,854 3,535 4,162 Other Provisions

EBITDA 1,223 1,442.1 2,014 2,761 3,251 Other liabilities 766 1,200 1,200 1,200 1,200

YoV gr. (%) 7.0%  17.9% 39.7% 37.1% 17.8% Total Liabilities 9,099 11,719 12,732 14,229 15,933

Margin (%) 25% 23% 25% 26% 26%

Depreciation & Amortization 538 745 891 1,040 1,188 Net block 4,707 6472 7,331 8,041 8,603

EBIT 685 697 1,123 1,721 2,063 Cwip 255 98 98 98 98

Margin (%) 14% 11% 14% 16% 17% Other Non-current asset 1,877 934 934 934 934

Net Interest 77 165 256 263 263 Investments 3 3 3 3 3

Other Income 194 168 157 184 200 Cash and Cash Equivalents 1,088 535 871 1,075 1,748

Exceptional Items ) ) ) } } Debtors 731 1,763 1,564 2,006 2,362

Profit Before Tax 802 700 1,025 1,642 2,000 Inventories 251 358 335 430 506

Margin (%) 16% 11% 13% 16% 16% Other current asset 188 1,555 1,595 1,641 1,679

Total Tax 181 132 256 410 500 Total Assets 9,099 11,719 12,731 14,228 15,932

Effective tax rate (%) 23% 19% 25% 25% 25% Source: Company, Systematix Institutional Research

Minority Interest & Share of

Loss from Associates - - - - -

Profit after tax 621 568.0 769 1,231 1,500

EPS 19 18 24 38 47

YoY gr. (%) -16% -9% 35% 60% 22%

Source: Company, Systematix Institutional Research

Cash Flow Ratios

YE: Mar (Rs mn) FY23 FY24 FY25E FY26E FY27E YE: Mar FY23 FY24 FY25E FY26E FY27E

PBT 802 700 1,025 1,642 2,000 Per Share(Rs)

Depreciation 538 745 891 1,040 1,188 EPS 19.3 17.6 23.9 38.2 46.6

Interest 82 13 13 4 15 CEPS 36.9 41.8 52.9 72.3 85.6

Others 8 59 ) ) ) BVPS 230.3 252.8 277.2 316.5 364.2

Working capital -356 -968 477 -267 -215 bPS 2.4 2.7 ) ) )

Direct tax 131 -188 256 410 spp  ReturnRatio(%)

Net cash from Op. activities 763 243 2,149 2,008 2,458 RoCE 9% 8% 12% 17% 18%
RoE 9% 7% 9% 13% 14%

Net Capital expenditures -1,347 -1,930 -1,750 -1,750 -1,750 Balance Sheet

Others 238 641 242 229 278 Net Debt : Equity (x) -0.1 0.1 0.1 0.0 -0.0

Net Cash from Invt. activities -1,089 -1,289 -1,508 -1,491 -1,472 Net Working Capital (Days) 9.7 48.8 46.5 311 304

Issue of share cap. / premium - - - - - Valuation(x)

Debt changes 91 -55 -50 -50 50 per 43.1 47.2 34.9 21.8 17.9

Dividend paid -78 -86 - - - EV/EBITDA 17.4 21.3 19.3 13.6 9.9

Others -162 983 -256 -263 -263 EV/Sales 5.0 5.3 45 3.4 2.6

Net cash from Fin. activities -331 842 -306 -313 -313 Receivables (days) 49.1 73.5 74.5 62.3 64.7

Net change in cash -657 -203 336 204 673 Inventory (days) 12.8 17.9 15.5 13.3 13.9

Source: Company, Systematix Institutional Research Payables (days) 52.2 425 434 44.5 46.2

Source: Company, Systematix Institutional Research
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DISCLOSURES/APPENDIX
I.  ANALYST CERTIFICATION

I, Vishal Manchanda, Rushank Mody, Vamsi Hota; hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject
securities or issuers referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed in this research report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain
independence and objectivity in making any recommendations.

Disclosure of Interest Statement Update
Analyst holding in the stock No
Served as an officer, director or employee No

I ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below:
1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report.

2. The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the
month immediately preceding the distribution of the research report.

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report.

4. The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or
services from the company(ies) covered in this report in the past twelve months.

5. The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous
twelve months.

6. SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research
report.

7. The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report.
8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report.

9. Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report:

;L" Particulars YSZ./
1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report. No

Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the

R No
previous twelve months.

Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other

X . . . No
products or services from the company(ies) covered in the research report in the last twelve months.

10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities.
STOCK RATINGS

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months.

HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months.

SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months.
NOT RATED (NR): The analyst has no recommendation on the stock under review.

INDUSTRY VIEWS

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months.
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months.
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months.

1. DISCLAIMER

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise
due caution while acting on it. Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for
distribution to institutional investors.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication,
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link,
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any
third party.

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies).

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report
including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell, the
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial interest)
or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential material
conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may or may not subscribe
to the views expressed therein.

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company
shall have no liability arising out of, or in connection with, any such referenced website.

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL
through this presentation.

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment
and tax consultants before taking any investment decisions based on this report.

Registration granted by SEBI to SSSIL and certification from NISM to the analyst in no way guarantee performance of SSSIL or to provide any assurance of returns to investors.
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Systematix Shares and Stocks (India) Limited:

Registered and Corporate address: The Capital, A-wing, No. 603 — 606, 6th Floor, Plot No. C-70, G Block, Bandra Kurla Complex, Bandra (East), Mumbai — 400 051
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Details of Compliance officer: Ms Nipa Savla, Compliance officer Tel no. 022-66198092/4035808092 Email id compliance@systematixgroup.in

Details of Email id grievance redressal cell : grievance@systematixgroup.in
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