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SENSEX: 53,823
NIFTY: 16,131

Diagnostic services player with a unique business model...

Krsnaa Diagnostics Limited (KDL), is one of the largest differentiated diagnostic service
providers in India. Incorporated in 2010, at Pune, KDL provides specialized diagnostic
imaging (including radiology), pathology/clinical laboratory and tele-radiology services
to public and private hospitals pan-India. They focus on the public private partnership
(PPP) diagnostics segment and have the largest presence in the diagnostic PPP segment.
They operate an extensive network of 1,823 diagnostic centres in 13 states across India.

e The diagnostic industry in India is expected to grow at ~ 15% and achieve a value of
Rs.920 billion to Rs.980 billion between FY21 and FY23.

e KDL operates one of India’s largest tele-radiology reporting hubs in Pune which can
serve patients in remote locations where diagnostic facilities are limited.

e  Under the hospital partnership model, KDL benefits from the captive patient base of
the health care facilities and offers radiology tests at 45-60% and pathology tests at
40-80% lower than market rates.

e KDL to focus on the private sector across both B2B and B2C segment by partnering
with private healthcare providers, establishing standalone centres.

e Revenue from sale of service to public health agencies in PPP model was 67% of the
total revenue from operations in FY21 while the rest came from non-government
customers(33%) such as private medical colleges, private laboratories etc.

e The net revenue from operations increased at a CAGR of 37.6% from Rs.209.2cr in
FY19 to Rs.396.5cr with 41% revenue from radiology services and 59% from
pathology in FY21.

e KDL reported one-time gain from fair value movement of CCPS (Compulsory
Convertible Preference Shares) amounting to Rs. 252.8cr in FY21 while it reported
loss in the previous two years(Rs.177cr&Rs.95.5cr).

e  Adjusted for fair value and deferred tax arising out of it, net profit for FY21 stood at
Rs 31.4cr compared with Rs.13.5cr in the year earlier.

e As of June 30, 2021, the total outstanding borrowings amounted to

Rs.209.3cr,resulting in post IPO debt will be negligible.

e At the upper price band of Rs.954, KDL is available at a P/E of 95x (diluted) which
appears highly expensive compared to peers. Considering its unique business model
with cost advantage and plans for standalone centres, the companys revenue
visibility for the future looks promising. We provide “Subscribe” on a short term
view for listing gain.

Purpose of IPO

The Offer comprises of the Fresh Issue and the Offer for Sale. The proceeds from the offer for
sale will go to the selling shareholders. The amount received from the sale of fresh issue will be
utilised to finance the cost of establishing diagnostics centres(Rs.150.8cr) at Punjab, Karnataka,
Himachal Pradesh and Maharashtra and for repayment/pre-payment, in full or part, of certain
borrowings availed by the company(Rs.140cr) and General Corporate Purposes.

Key Risks

e A substantial portion of the revenue depends on payments under contracts with public
health agencies(~67.5%)and a major portion of the revenue generated from the states of
Maharashtra, Rajasthan and Karnataka(~70%).

e The Company has reported losses and negative net worth in the past.

03rd August, 2021
IPO NOTE

SUBSCRIBE

Price Range Rs. 933- Rs. 954

Issue Details

Date of opening Aug 4, 2021
Date of closing Aug 6,2021
Total No. of shares offered (Cr.) 1.27
Post Issue No. of shares (cr) 3.14
Price Band 933-%954
Face Value %5
Bid Lot 15 Shares
}B)/I;irézrr}:ir:dag)};hlc?;lgn for retail (upper 214310
I}\)/Iral\i(:rggrrlr:j a}gglicgaﬁ)tgl for retail (upper %1,86,030
Listing BSE,NSE

DAM Capital Advisors,
Lead Manager Holdings, 1M Financia

Consultant

Registrars KFintech Pvt. Ltd.

Issue size (upper price)

Fresh Issue 400.0
OFS 813.3
Total Issue 1,213.3

Promoter & Promoter

group 31.6 27.4
Public 68.4 72.6
Total 100 100

Allocation % | Size Rs.cr |

Retail 10 119.3
Non-Institutional 15 179.0

QIB 75 895.0
Emp. Reservation - 20.0
Total 100 1,213.3
Sales 209.2 258.4 396.5
% Change - 235 534
EBITDA -37.6 -114.2 93.8
Margin% -18 -44.5 23.7
Reported PAT -58.1 -111.9 184.9
% Change - = -
Adj.EPS * 3 4 10
P/E (x) - - 95.0
EV/EBITDA - - 35.2
RoE (%) -11.9 -6.9 13.6

*Adjusted for fair value of compulsory convertible preference
shares and deferred tax as mentioned in RHP

Peer Valuation
Company MCap (X cr) Revenue (X cr) EBITDA Margin (%) EPS(X) ROE (%) EV/EBITDA P/E(x)
Krsnaa Diagnostics Ltd 2,994 396 23.7 10 13.6 35.2 95.0
Metropolis Health care 14,545 998 28.9 36 29.9 38.6 79.3
Dr. Lal PathLabs Ltd. 29,640 1,581 27.6 35 25.6 514 102.1

Source: Geojit Research, Bloomberg; Valuations of KDL are based on upper end of the price band (post issue), Financials as per FY21 Consolidated.
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Business Operations...
KDL provides specialized diagnostic imaging (including radiology), pathology/clinical laboratory and tele-radiology services. Through the

network of diagnostic centres, KDL offers a range of test that includes 1,394 radiology tests and 2,544 pathological tests, as of June 30,

2021 that cover a range of specialties and disciplines.

Sr. Tvpe of Diagnostic Centre As of March 31, | As of March 31, | As of March 31, As of June 30,
No. P g 2019 2020 2021 2021

1. | Radiology 833 897 1.365 1.370

2. | Pathology 440 455 465 487

3. | Collection Centres 409 422 425 443

4. | Processing Centres 31 33 40 44

Source: Geojit Research, RHP

Public Private Partnership Projects

KDL enters into agreements with public health agencies to establish and operate onsite diagnostic centres at existing healthcare facilities.
Under these arrangements, KDL establishes and manages “in-hospital” diagnostic centres to conduct onsite testing. Pursuant to the terms
of the contractual agreements, the medical facility typically provides rent-free space and access to its utilities and other infrastructure,
and KDL provides the diagnostic equipment and are responsible for all costs relating to personnel, transportation of samples and mainte-
nance of the laboratory. As of March 31, 2019, 2020 and 2021 and as of June 30, 2021, KDL operated 1,222, 1,311, 1,783 and 1,797 diag-
nostic centres pursuant to the PPP contracts, respectively.

Arrangements with Private Healthcare Providers

KDL enters into agreements with private healthcare providers to establish diagnostic centres within their existing healthcare facilities.
These include hospitals of medical colleges and universities, hospitals and healthcare facilities administered by community health centres
and other private healthcare facilities. As of March 31, 2019, 2020 and 2021 and as of June 30, 2021, KDL operated 14, 17, 20 and 26 diag-
nostic centres pursuant arrangements with private healthcare providers, respectively.

Strengths

e Unique and scaled diagnostics company

e  Strong brand equity

e  Extensive footprint across India with robust infrastructure

e  Business model with robust revenue visibility

e  Well positioned to capitalize on healthcare spending across public and private sectors

e Scalable and agile business model with efficient cost structure

e  Consistent track record of financial performance

e Ability to maintain cost competitiveness through operating leverage

Strategies

e  Continue to expand presence across India

e  Expand the offering of diagnostic services with a focus on specialized diagnostics
e  Grow the digital footprint

e Maintain high social impact

e  Continue to improve profitability and efficiency

e  Expand the business and geographical footprint through opportunistic acquisitions

Industry Outlook

The diagnostic industry in India has been estimated to be between Rs.710 billion and Rs.730 billion in FY21, clocking a CAGR of 13% to
14% between FY17 and FY20, mirroring the growth from healthcare delivery services. The industry is expected to grow at approximately
15% and achieve a value of Rs.920 billion to Rs.980 billion between FY21 and FY23. Going forward, the government’s share within the
diagnostic industry is projected to grow at a CAGR of between 14% and 17% to Rs.135 billion between FY20 and FY23, driven by govern-
ment-led programs, extensive PPP models and increasing focus towards healthcare at municipal corporation level.

Promoter and promoter group

The Promoter of the company is Rajendra Mutha. He currently holds 8,029,920 Equity Shares representing 29.53% of the issued, sub-

scribed and paid-up Equity Share capital of the company.

Brief Biographies of directors

e Rajendra Mutha is the Promoter, Executive Chairman and Whole-time Director of the company. He is currently responsible for the
overall management of the Company.

e Pallavi Bhatevara is the Managing Director of the company.. She is currently responsible for expansion and growth of the company
and is involved in the tendering process and implementation and execution of projects.

e  Yash Mutha is the Whole-time Director of the company.. He is currently responsible for internal audit, risk review and development
of business processes.

e Prem Pradeep is the Non-Executive Nominee Director of the company (nominee of Phi Capital).

e Chhaya Palrecha, Chetan Desai, Prakash Iyer and Rajiva Ranjan Verma are the Non-Executive Independent Director on the
board of the company.

www.geojit.com




@ GEOJIT

PEOPLE YOU PROSPER WITH

CONSOLIDATED FINANCIALS

PROFIT & LOSS BALANCE SHEET
Sales 209.2 258.4 396.5 Cash 1116 127.3 152.9
% change - 23.5 53.4 Accounts Receivable 56.2 61.4 72.5
EBITDA -37.6 -114.2 93.8 Inventories 4.2 51 72
% change ) - - Other Cur. Assets 2.8 1.5 6.5
Depreciation 25.6 324 37.4 Investments 28.7 24.7 11.7
EBIT -63.2 -146.6 564 Deff, Tax Assets 43.6 92.2 -
Interest 19.6 24.7 259 Net Fixed Assets 2224 273.6 307.3
Other Income 5.1 13.0 265.0 CWIP 41.7 9.1 3.7
Exceptional Items - - - Intangible Assets 0.8 1.5 1.2
PBT “77.7 -158.3 2955 Other Assets 17.0 336 415
% change - - - Total Assets 529 630 605
Tax oy -464 110.5 Current Liabilities 447 40.6 82.5
Tax Rate (%) 25 -29 37 Provisions 5.3 4.9 14.5
Reported PAT -58.1 -111.9 184.9 Debt Funds 563.9 7815 275.6
o 20 brurancs shares. 68 125 1534 Minority Interests - - -
Adj. PAT 10.1 13.5 31.5 Def. Tax Liabilities - - -
% change - 33.6 133.0 Equity Capital 20.2 20.2 248.9
Reserves & Surplus -105.1 -217.2 -17.0
No. of shares (cr) s s 1 Shareholder’s Fund -84.9 -197.0 2319
Adj EPS (Rs) 3 4 10 Total Liabilities 529 630 605
% change - 328 33 BVPS (Rs) -27 -63 74
*Post issue
CASH FLOW RATIOS
PBT Adj. -78 -158 2955 Profitab. & Return
Non-cash adj. 139.6 225.7 -200.1 EBITDA margin (%) -18.0 442 23.7
Changes in W.C -3.6 -29.5 7.2 EBIT margin (%) -30.2 -56.7 14.2
C.F.Operating 58.3 37.8 102.6 Net profit mgn.(%) 4.8 5.2 8.0
Capital expenditure -100 -76.7 -65 ROE (%) -11.9 -6.9 13.6
Change in investment -101 -7.3 -6 ROCE (%) 5.2 29 4.3
Sale of investment - - - W.C & Liquidity
Other invest.CF 1.5 7.4 9.4 Receivables (days) 98 83 58
C.F - investing -199.2 -76.7 61.1 Inventory (days) 89 61 24
Issue of equity 100.0 - 1 Payables (days) 73 54 72
Issue/repay debt 44 30.2 55.5 Current ratio (x) 4.1 4.8 2.6
Dividends paid - - - Quick ratio (x) 3.8 4.6 2.7
Other finance.CF -20 -24.5 -25.4 Turnover &Levg.
C.F - Financing 124.3 5.8 30.8 Net asset T.O (x) 0.9 1.0 1.5
Change. in cash -16.7 -33.0 72 Total asset T.O (x) 0.4 0.4 0.7
Closing cash -145 476 24.7 Int. covge. ratio (x) - - 2.2
Adj. debt/equity (x) - - 1.3
Valuation ratios
EV/Sales (x) 17.0 14.6 8.3
EV/EBITDA (x) - : 35.2
P/E (x) 295.8 2214 95.0
P/BV (x) = - 129
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General Disclosures and Disclaimers

CERTIFICATION

I, Sheen G, author(s) of this Report, hereby certify that all the views expressed in this research report reflect my personal views about any or all of the sub-
jectissuer or securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.
COMPANY OVERVIEW

Geojit Financial Services Limited (hereinafter Geojit), a publically listed company, is engaged in services of retail broking, depository services, portfolio
management and marketing investment products including mutual funds, insurance and properties. Geojit is a SEBI registered Research Entity and as such
prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compliance with Securities and Ex-
change Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives,
instructions or guidelines issued by the Regulators from time to time.

DISTRIBUTION OF REPORTS

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any
other person. Geojit will not treat the recipients of this report as clients by virtue of their receiving this report.

GENERAL REPRESENTATION

The research reports do not constitute an offer or solicitation for the purchase or sale of any financial instruments, inducements, promise, guarantee, war-
ranty, or as an official confirmation of any transaction or contractual obligations of any kind. This report is provided for assistance only and is not intended
to be and must not alone be taken as the basis for an investment decision. The information contained herein is from publicly available data or other sources
believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. We have also reviewed the research
report for any untrue statements of material facts or any false or misleading information. While we endeavor to update on a reasonable basis the infor-
mation discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so.

RISK DISCLOSURE

Geojit and/or its Affiliates and its officers, directors and employees including the analyst/authors shall not be in any way be responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. Investors may lose his/her entire investment
under certain market conditions so before acting on any advice or recommendation in these material, investors should consider whether it is suitable for
their particular circumstances and, if necessary, seek professional advice. This report does not take into account the specific investment objectives, financial
situation/circumstances and the particular needs of any specific person who may receive this document. The user assumes the entire risk of any use made
of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent evaluation of an invest-
ment in the securities of companies referred to in this report (including the merits and risks involved). The price, volume and income of the investments
referred to in this report may fluctuate and investors may realize losses that may exceed their original capital.

FUNDAMENTAL DISCLAIMER

We have prepared this report based on information believed to be reliable. The recommendations herein are based on 12 month horizon, unless otherwise
specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium
term, there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The
stocks always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed are subject to change but we have no
obligation to tell our clients when our opinions or recommendations change. This report is non-inclusive and does not consider all the information that the
recipients may consider material to investments. This report is issued by Geojit without any liability/undertaking/commitment on the part of itself or anyof
its entities. We may have issued or may issue on the companies covered herein, reports, recommendations or information which is contrary to those con-
tained in this report.

The projections and forecasts described in this report should be evaluated keeping in mind the fact that these are based on estimates and assumptions and
will vary from actual results over a period of time. The actual performance of the companies represented in the report may vary from those projected.
These are not scientifically proven to guarantee certain intended results and hence, are not published as a warranty and do not carry any evidentiary value
whatsoever. These are not to be relied on in or as contractual, legal or tax advice. Prospective investors and others are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice.

JURISDICTION

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies men-
tioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. Distrib-
uting/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession
this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a violation
of any foreign jurisdiction laws. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on
the value or price of or income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies
effectively assume currency risk.

REGULATORY DISCLOSURES:

Geojit’s Associates consists of privately held companies such as Geojit Technologies Private Limited (GTPL- Software Solutions provider), Geojit Credits
Private Limited (GCPL- NBFC Services provider), Geojit Investment Services Limited (GISL- Corporate Agent for Insurance products), Geojit Financial Man-
agement Services Private Limited (GFMSL) &Geojit Financial Distribution Private Limited (GFDPL), (Distributors of Insurance and MF Units).In the context
of the SEBI Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course of our business as a
stock market intermediary, we issue research reports /research analysis etc that are prepared by our Research Analysts. We also affirm and undertake that
no disciplinary action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader
before making an investment decision:

1. Disclosures regarding Ownership*:

Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.
It/its associates have no actual beneficial ownership greater than 1% in relation to the subject company (ies) covered herein.

Further, the Analyst confirms that:

he, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict in the
subject company.

he, his associates and his relatives have no actual/beneficial ownership greater than 1% in the subject company covered

2. Disclosures regarding Compensation:
During the past 12 months, Geojit or its Associates:
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(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject
company (c) Have not * received any compensation for investment banking or merchant banking or brokerage services from the subject company. (d)
Have not received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company (e) Have not received any compensation or other benefits from the subject company or third party in connection with the research report (f)
The subject company is / was not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage
services or transactions pertaining to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company:
It is affirmed that I, Sheen G, Research Analyst(s) of Geojit have not served as an officer, director or employee of the subject company

5. Disclosure regarding Market Making activity:
Neither Geojit/its Analysts have engaged in market making activities for the subject company.

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and
Exchange Board of India before investing.

Digitally signed by
EN

S H E E N SD’:(Ee: 2021.08.03

23:06:24 +05'30'

Geojit Financial Services Ltd. (formerly known as Geojit BNP Paribas Financial Services Ltd.), Registered Office: 34/659-P, Civil Line Road, Padivattom,
Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website: www.geojit.com. For investor queries: customercare@geojit.com, For grievances: griev-
ances@geojit.com, For compliance officer: compliance@geojit.com.

Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No: INH200000345,
Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098, IRDA
Corporate Agent (Composite) No.: CA0226
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