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Krsnaa Diagnostics

First Recommended Date: 7 July First Recommended Price :741
Publishing Date: 30 Aug 2025 CMP: 789 Action: BUY
Industry/Sector Target Price Upside Potential Investment Duration
Automobile 890 to 926 13% to 17% 6 to 9 Months

To Our Valued Investors,

On July 7, 2025, we issued a BUY recommendation for Krsnaa Diagnostics at a price of 741, based on our fundamental

analysis of the company.

The company's Q1FY26 results, released on Aug 11, 2025, were in line with our expectations and showed continued

sustainable performance.

About Business:

e Krsnaa is one of the Integrated diagnostic service providers which includes radiology, pathology and tele-
radiology.

e Company has 185 CT/MRI centers, 120 pathology labs, 3500+ patient collections centers in 18 states & UT.

e Company has been focusing & building its retail network of labs for long term future growth.
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e Geography wise revenue Mix-

South India
13%

North India
40%

East India
17%

West India
30%

e Customer Segment Wise Revenue —

Contracts with
Private
Healthcare
Providers

27.1%

Contracts with

Public Health
Agencies
72.9%
e Product Wise Revenue-
Pathology
43%
Radiology

57%
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Business Updates:

» Rajasthan PPP Contract:
e On 7 July 2025, the company secured a public-private partnership (PPP) contract in Rajasthan, focused purely

on pathology services. This exclusive pathology nature of the project ensures a higher revenue-to-investment
ratio compared to blended contracts that include both radiology and pathology.

e The scope of the project is extensive, comprising 42 mother labs, 135 satellite labs and over 1,300 collection
centers across the state. The implementation is planned over the next 6—-9 months, with full-scale operations
expected by FY26. Material revenue contribution is anticipated to begin from FY27

e The total capital expenditure (CAPEX) for the project is estimated at INR 200-250 crore. The expected
annualized revenue from this contract is in the range of INR 300—350 crore. The contract has a tenure of 5 years,
counted from the date of commercialization.

e Revenue per test in Rajasthan is expected to be in line with existing tenders. There is potential for improvement
as the project matures and the test menu expands. Although the revenue share to business partners in
Rajasthan will increase as a percentage of revenue, this will be offset by a reduction in other expenses, thereby
allowing margins to remain stable.

e The working capital cycle is expected to remain between 90 to 120 days, in line with company’s historical
performance in Rajasthan.

e The project will be funded through a mix of internal accruals, potential debt raised at efficient rates and leasing
or reagent rental models, which are currently under evaluation.

» Retail (B2C) Business: Retail Pathology Lab (RPL)

e The company plans to scale its partnerships (with hospitals, nursing homes and labs) from the current base of
over 850 to approximately 3,500 by the end of FY27. Additionally, the company is augmenting its pathology
services alongside its radiology footprint, expanding its test menu to over 3,200 tests, including advanced
genomics and preventive wellness packages. The pathology-to-radiology revenue mix stood at 53%/47% in Q1
and is expected to remain broadly similar in the near term, with pathology capped at a maximum of 55%.

e Company’s RPL business has seen significant growth, with retail touchpoints increasing from 362 to 2,414 YoY—
a 7x jump. The company aims to continue this momentum by expanding its retail network to 700 exclusive
centers, up from the current 300. This expansion will be focused on 4 high-potential states: Maharashtra, Assam,
Odisha and Punjab.
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“Touch points increased by 741 across 4 states in Q1 FY26"
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The retail business is expected to contribute approximately 5-8% of overall revenue by the end of FY26, up from

6% in Q1. Over the next two years, management targets an increased contribution of 18—20% to overall revenue,
driven by strategic geographic expansion and enhanced service offerings.

The retail strategy leverages PPP hubs for logistics support, quality assurance and brand credibility. The company
is following an omnichannel approach, which includes company-owned centers, franchisee-operated outlets,
collection points, digital platforms and B2B/B2C partnerships. These partnerships span corporates, insurance
companies and hospitals and also include home-based diagnostic services and preventive wellness packages.
Currently, the RPL business is not EBITDA-positive due to upfront investments in brand building, marketing,
digital infrastructure and manpower. However, management expects the segment to reach breakeven by the
end of FY26 as volumes increase and the business matures.

The retail business is asset-light, capital-efficient and largely cash-based. This structure supports an improved
working capital cycle and better return ratios as the business scales.

Key Quarterly Updates (Q1FY26): Due to the seasonal nature of the business, year-on-year (YoY) comparisons are a
more appropriate metric than quarter-on-quarter (QoQ) comparisons across various parameters.

Consolidated revenue and PAT grew by 13% and 14.5% YoY respectively.
Operating margins Improved by 154bps YoY

Krsnaa Diagnostics ( Q1 FY 26 Results ) - Consolidated

Amounts InCr. | Q4 FY25 | Q1 FY26 | QoQ Growth Q1 FY25 | Q1 FY26 | YoY Growth

Operating Revenue| 186.1 193 3.71% 170.2 193 13.40%

Operating Profit 53 51.4 -3.02% 42.7 1.4 20.37%

OPM % Without Ol |28.48% 26.63% 25.09% 26.63%

Other Income (Ol) 4.4 4 7.3 4

PAT (Net Profit) 20.7 20.5 -0.97% 17.9 205 14.53%

PAT Margins % 11.12% 10.62% 10.52% 10.62%

The Rajasthan PPP project is expected to significantly enhance Krsnaa Diagnostics’ revenue trajectory, owing to
its large scale and strategic importance. Management anticipates revenue additions of approximately INR 300
crore from this project annually from FY27 onwards. As part of this expansion, the company’s network will grow
to 7 reference labs, 41 mother labs, 249 satellite labs and over 5,000 collection centers, thereby strengthening
its presence in the pathology segment.

Simultaneously, execution of ongoing projects will increase the company’s radiology network to more than 200
CT/MRI centers, reinforcing company’s position as one of Asia’s largest radiology players.

Receivable days remained elevated at approximately 120 in Q1 FY26, primarily due to delayed collections from
Himachal Pradesh and Karnataka. However, management has confirmed that overdue payments from these and
other states have started coming in. The company expects to reduce receivable days to 100 by the end of FY26
and normalize them further to 75-90 days by FY27.
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Maharashtra: A major CT/MRI implementation project is underway, with the majority of the planned 73 centers

expected to be operational by Q3 FY26.

Jharkhand: Implementation of pending radiology and pathology centers is scheduled for Q2 FY26.

Company exited the Brihanmumbai Municipal Corporation (BMC) contract due to unfavourable tender
conditions and a focus on long-term financial viability. However, the company has repurposed its Kurla lab in
Mumbai for retail operations and other partnerships. Despite the exit, management noted that the volumes
and revenues from the BMC contract exceeded initial projections, so the payback period has not been materially
affected.

The company has partnered with Apulki Oncology Hospitals to set up CT, MRl and pathology labs (excluding PET
scans) across two hospitals. This partnership offers 30-year revenue visibility, better-than-PPP pricing and an
urban location advantage. Operations at the Pune facility are expected to commence in the coming months.
Krsnaa continues to maintain a healthy EBITDA margin guidance of 25-27%, which management expects to
sustain even after the scale-up in Rajasthan. Volume growth for Q1 stood at 4%, compared to the industry
average of ~10%. This was impacted by the BMC exit and project suspensions. However, the ramp-up of the
retail and PPP businesses is expected to drive stronger growth in the coming quarters.

For FY26, the company is targeting revenue growth of 15-16%, outpacing industry trends. This growth is
expected to be volume-led, supported by the operationalization of new centers and deeper penetration in tier
2 and tier 3 towns. Incremental contributions from the retail and B2B segments are also expected to support
this growth.

Conclusion:

We maintain a positive outlook on Krsnaa Diagnostics and recommend a BUY at current market levels for
investors with a short- to medium-term horizon, projecting an upside potential of 13—17% over the next 6-9
months. The company is aggressively scaling its B2C retail segment, aiming to grow partnerships from 850+ to
~3,500 by FY27 and expanding its RPL network from 300 to 700 exclusive centers, with a focus on four key states:
Maharashtra, Assam, Odisha and Punjab.

A significant growth catalyst is the PPP pathology-only contract in Rajasthan (secured in July 2025), covering 42
mother labs, 135 satellite labs and 1,300+ collection centers. With INR 200-250 crore CAPEX and expected
annual revenue of INR 300-350 crore, the 5-year contract (from commercialization) is set to begin full
operations by FY26, with meaningful revenue contributions from FY27.

Key risks include a heavy dependence (72%) on government tenders, which may result in working capital stress
due to delayed payments and potential legal or policy-related execution challenges. However, the company
stands to benefit from seasonal demand tailwinds in Q2 and Q3 (during June to Oct), combined with the
management's proven track record and projected PAT growth of 13-15% for FY26, reinforces our positive
outlook. Based on the strength of current fundamentals, reasonable valuations and the anticipated
improvements in financial prospects, we project an upside potential of 13-15% for the company over the next
6 to 9 months.
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Disclaimer: This document has been prepared by Bajaj Capital Markets Limited, BCML (formerly known as Just Trade Securities Itd, JTSL)

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument / security(ies) or as an
official confirmation of any transaction. Further this document/report should not be construed as an investment advice. Readers
should take independent advice from their Financial Advisor, before acting upon or taking any decision based on this document/report.
The information contained herein is from publicly available data or other sources believed to be reliable. We do not represent that
information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for
information purpose only and is not intended to be and must not alone be taken as the basis for an investment decision. The user
assumes the entire risk of any use made out of this information. Each recipient of this document should make such investigations as
it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document
(including the merits and risks involved). The investment discussed or views expressed may not be suitable for all investors.

Affiliates of BCML may have issued other documents/reports that are inconsistent with and reach to a different conclusion from the
information presented in this document/report.

This document/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 BCML 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 themselves of and to observe such restriction.

In no event shall BCML, any of its affiliates or any third party involved in, or related to, computing or compiling the information herein
have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not
necessarily reflect those of BCML and/or its affiliates.

This document/report is subject to changes without prior notice and may contain confidential and/or privileged material and is not
for any type of circulation. Any review, retransmission, or any other use is prohibited.

BCML will not treat recipients as customers by virtue of their receiving this document/report.

BCML, its directors, employees and/or its associates/affiliates or their employees may have interest and/or hold position(s), financial
or otherwise in the securities mentioned in this document/report.



