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CMP
INR 509.8

“Foray into B2C and new tender wins to drive the growth”

Market Cap (INR Mn) Sector
16,006 Diagnostics

Krsnaa Diagnostics Ltd. or “Krsnaa”, incorporated in 2011, is one of the fastest growing and differentiated diagnostic service
provider with focus on Public Private Partnership (PPP). Krsnaa provides diagnostics services at disruptive rates (at ~50% discount to
the private players in the diagnostics sector) across various segments including radiology, pathology and tele-radiology. The
company has presence across 14 states in India with 1900+ centers and the company has served 29 Mn patients since inception.
Krsnaa has strong workforce of 186 radiologists, 34 pathologists, 7 microbiologists and more than 2,700 qualified professionals
including clinicians, technicians and operators.

We recently visited two diagnostics centers (situated in Sutar and Kamla Nehru Hospital, Pune) and tele-reporting hub of Krsnaa
Diagnostics at Pune. During the visit we interacted with company's top management team including Mr. Rajendra Mutha - Executive
Chairman, Ms Pallavi Bhatevara - MD and Yash Mutha - Executive Director. Along with the management team we also interacted
with Mr. Ravinder Sethi - COO and Mr. Pawan Daga - CFO.

Shares outs (Mn) 13
Equity Cap (INR Mn) 65
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Volume Avg (3m K) 6480
Face Value (INR) 5
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Sensex
SENSEX 57,362
NIFTY 17,153
Particulars Dec-21 Sep-21
Promoters 27.38 27.38
Flls 4.44 6.01
Dlls 30.14 30.16
Public 38.04 36.45
Total 100.00 100.00

Under the PPP model, the contracts are awarded for 10+2 years with 3-7% price
escalation clause built-in. The customer acquisition cost is minimal as these centers are
opened in existing hospitals which caters to the mass. The customer base is driven by
both patient’s visiting government hospitals and direct walk-ins. Krsnaa manages to
attracts customers from the day of establishment of centers as the rates are relatively
cheaper and they have best-in class infrastructure and timely reporting.

The company is currently evaluating 6 tenders and it in different stage of talks with
relative authorities. The company expects these tenders to be awarded by end of
CY2022. Krsnaa has a strong bid-win rate of ~78% in the past and if the company manages
to continue the trend then these tenders will provide revenue visibility from FY24E
onwards.

Krsnaa has managed to expand its relationship with Private hospitals and now they have
presence in 26 private hospitals which was 12 in FY18. The company is seeing good
traction and will continue to add more hospital in the network. These private centers
help the company in creating brand visibility which in-turn will lead to more revenue.
Currently 33% of the revenue comes from private hospital partnership.

The company’s strength lies in providing quality health care at affordable rate and they
have best-in-class infrastructure. The management is willing to leverage their strength
and plans to enter into B2C segment in FY23 by opening 1,000 collection centers mainly
Maharashtra, Punjab, Himachal Pradesh and Jammu & Kashmir. These centers would not
only service pathology customers but also make appointment for radiology patients at
Krsnaa centers at 20% premium to the company’s prices as convenience fee.

Krsnaa has built India’s largest Tele-Radiology reporting hub which is helping the
company to penetrate in remote locations and provide quality services in relatively
lesser time as the company has created strong infrastructure and network of
radiologists which are available 24x7. Krsnaa has build the technology in-house and 190
dedicated team of in-house Tele-Reporting radiologists from India and abroad. The
company’s hub and spoke model radiology facility is capable to process large volumes.
Currently Tele-Radiology accounts for 10-12% of company’s revenue.

CT-Scans 1,26,000 4,79,233 3.2x
MRIs 31,500 1,45,116 2.6x
X-Rays 15,00,000 24,29,683 7.4x

Source: Company, KRChoksey Research

Research Analyst

Vikrant Kashyap, researcg2@krchoksey.com, +91-22-6696 5408

Phone: +91-22-6696 5555 / Fax: +91-22-66919576
is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ



A |

-hoksey | research

India Equity Research |l I 25t March, 2022 Page 3

Krsnaa Diagnostics Ltd

Capacity created during FY18-21 will help to drive revenue growth

Krsnaa has invested in creating capacity in recent past and taken total centers’ count under PPP model to 1,905 in 9MFY22 as against
670 in FY18, a CAGR of 39%. During the same period, the company also taken total centers’ count under Private Hospital Partnership
to 26 from 12 in FY18, a CAGR of 19%. Many of these new centers are young and yet to reach their full potential. These existing centers
and new tender wins will provide growth opportunity to the company. The company has invested ~INR 3.3 Bn over FY18 to FY21 to
create the infrastructure.

Other Key Highlights

Under the PPP model the company has presence in 60 districts out of 760 districts which provides visibility for growth.

Private players are not direct competitors for the company as they can not have disparity in prices offered to its existing
customers and under PPP model. However, the company competes with small regional players under the PPP model.

The company has 10 years partnership with Private Hospitals where prices are higher than those under PPP model but the
company has revenue sharing with these hospitals.

Company does not require large capex for growth as it has created capacity over past four years. The average capacity utilization
is ~40%.

Foray into B2C will enhance overall operating efficiency of the company.

Prices for the tests are benchmarked to CGHS rate. Prices in the Sutar hospital were 6% less than the CGHS rate applicable to
patients with prescriptions from government hospitals.

Thye prices for private walk-ins and public patients are same. However, only in case of PPP in Pune, Krsnaa charges 10% premium
to private walk-ins.

Krsnaa offers tests for radiology and pathology for both PPP and Private Partnership at 40%-50% and 40%-70% lower than the
prevailing market rate, respectively.

Existing Infrastructure: 537 Pathology Centers, 46 Processing Labs and 491 Collection Centers.

Krsnaa has developed strong IT infrastructure which is driving operational efficiency. It is helping in accurate diagnosis and faster
reporting.

Future Growth Strategy

Historically, the company hasn’t lost any renewable tender and their win ratio of new tender participated is ~78%. Krsnaa has built
strong in-house capabilities to understand the terms of the tenders and participate in the right tenders where growth prospects
are visible.

Krsnaa will continue expand its Partnership with Private Hospitals.

With early success of Tele-Radiology with Assam government, Krsnaa believes it can replicate it with other state governments
too.

Krsnaa is expanding its presence in Mumbai and with B2C segment coming in the company expects to do revenue of INR 2,000
Mn from Mumbai in next 3 years.

The company expects to grow its revenue by 2x and net profit by 3x in next 3 years.

The company believes to achieve 25%+ RoCE next year.

KEY FINANCIALS

Net Sales 2,092 2,584 3,965 3,078
EBITDA 292 579 628 953 1,049
PAT 46 96 135 515 505
EPS 4.49 5.43 13.05 20.03 17.43
EBITDA Margin %) 32.2 27.7 24.3 24 30.2
PAT Margin (%) 5.0 4.5 5.0 12.6 14.1

Source: Company, KRChoksey Research
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ANALYST CERTIFICATION:
1, Vikrant Kashyap (PGDBM Finance & IT), Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect my
views about the subject issuer(s) or securities. | also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Terms & Conditions and other disclosures:
KRChoksey Shares and Securities Pvt. Ltd. (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited. KRCSSPL is a
registered Research Entity vides SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.

The information and opinions in this report have been prepared by KRCSSPL and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form,
without prior written consent of KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation to update the information. Also,
there may be regulatory, compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and
such suspension is in compliance with applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL might be acting in an advisory capacity to this company, or in certain other
circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed.
This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other
financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. KRCSSPL will not treat recipients as customers by virtue of
their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently
evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. KRCSSPL accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure
Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not
predictions and may be subject to change without notice. Our employees in sales and marketing team, dealers and other professionals may provide oral or written market commentary or trading
strategies that reflect opinions that are contrary to the opinions expressed herein, .In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give
rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months from the date
of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. KRCSSPL or
its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither
KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

Itis confirmed that, Vikrant Kashyap (PGDBM Finance & IT), Research Analyst, of this report have not received any compensation from the companies mentioned in the report in the preceding twelve
months. Compensation of our Research Analysts is not based on any specific brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research analyst.

Itis confirmed that, Vikrant Kashyap (PGDBM Finance & IT), Research Analyst, do not serve as an officer, director or employee of the companies mentioned in the report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other Jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject KRCSSPL and affiliates to any registration or licensing requirement within such jurisdiction. The
securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform them
of and to observe such restriction.

Please send your feedback to research.insti@krchoksey.com
Visit us at www.krchoksey.com

Registered Office:

1102, Stock Exchange Tower, Dalal Street, Fort, Mumbai - 400 001.
Phone: 91-22-6633 5000; Fax: 91-22-6633 8060.
Corporate Office:

ABHISHEK, 5th Floor, Link Road, Andheri (W), Mumbai - 400 053.
Phone: 91-22-6696 5555; Fax: 91-22-66919576.
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