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New multiplexes strengthen topline 
For Q2FY07, Inox Leisure Limited (ILL) reported net sales and 
net profits of Rs389.5mn and Rs69.6mn, an increase of 40% and 
23.4%YoY, respectively. ILL’s EBITDA, however, grew only by 
4%YoY, as its entertainment tax outgo and other expenditure 
increased by 274% and 62%YoY respectively. EBITDA margins 
declined from 40.3% in Q2FY06 to 30% in Q2FY07. ILL’s net 
profits increased by 23.4%YoY to Rs69.6 vis-à-vis Rs56.4mn in 
Q2FY06. Net profit margins dropped 230bps to 17.9%. 

We believe that the movie exhibition sector is poised for strong 
growth during the next five years, driven by the changing 
lifestyle of the Indian consumer and increased spending on 
leisure and entertainment activities. ILL’s proposed expansion 
plans, if successfully executed, would make it one of the largest 
players in the Indian movie exhibition sector, going forward. 
Hence, we remain positive on the stock.  

Key Highlights: 

 Revenues up 40%: ILL’s net sales increased 40%YoY to 
Rs389.5mn. This growth was driven by higher revenues 
generated from its existing multiplexes and five new 
multiplexes launched during the year. 

 EBITDA increased only 4%: Though sales grew by 
40%YoY, EBITDA increased by only 4%YoY. This was 
because of a 274% increase in entertainment tax outgo 
due to the launch of five new multiplexes (14 screens) 
during the year; increase in other expenses and expenses 
incurred in its distribution business also pulled down the 
growth in EBITDA levels. EBITDA margins also dropped 
from 40.3% in Q2FY06 to 30% in Q2FY07. 

 Net profits up 23.4%: ILL reported net sales of Rs69.6mn 
as against Rs56.4mn in Q2FY06, an increase of 23.4%YoY. 
This growth was driven by increase in other income during 
the quarter. 

 During the year, ILL launched five new multiplexes with 14 
screens. Currently, ILL is operating 12 multiplexes with 44 
screens. By FY08E, the company plans to have 98 screens 
with more than 27,000 seats. The company would be 
funding this expansion from the money raised through 
public issue, debt and internal accruals. 

 For the acquisition and integration of Calcutta Cine Private 
Ltd (CCPL), Inox has signed the agreement finalizing the  
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scheme of amalgamation (subject to approval of shareholders, creditors and 
the high courts).  

We believe that, in the long-term, ILL is likely to benefit from its expansion 
plans and the increasing popularity of movies as a preferred source of leisure 
and entertainment. Hence, we are positive on the stock. 

  Table 1. Quarterly result table 

Rs mn Q2FY07 Q2FY06 YoY (%) Q1FY07 QoQ (%)

Net sales from operations       389.5        278.7        39.8        357.4          9.0  
Total expenses       272.6        166.4        63.8        269.7          1.1  
% of net sales          70.0          59.7           75.5   
Entertainment tax         29.6            7.9      274.7          23.8        24.4  
% of net sales            7.6            2.8             6.7   
Distributor's Share         89.2          64.9        37.4          71.6        24.6  
% of net sales          22.9          23.3           20.0   
Film distribution rights & print cost 
amortised 

        18.3              -             38.8      (52.8) 

% of net sales            4.7              -             10.9   
Cost of F&B         18.7          14.9        25.5          18.0          3.9  
% of net sales            4.8            5.3             5.0   
Staff cost         27.2          23.4        16.2          32.1      (15.3) 
% of net sales            7.0            8.4             9.0   
Other expenditure         89.6          55.3        62.0          85.4          4.9  
% of net sales          23.0          19.8           23.9   
EBITDA       116.9        112.3          4.1          87.7        33.3  
%of net sales          30.0          40.3           24.5   
Depreciation         14.8          12.4        19.4          14.4          2.8  
% of net sales            3.8            4.4             4.0   
EBIT       102.1          99.9          2.2          73.3        39.3  
% of net sales          26.2          35.8           20.5   
Interest/(interest income)         17.5          18.0        (2.8)         20.3      (13.8) 
Other income         10.1            3.7      173.0          47.9      (78.9) 
PBT         94.7          85.6        10.6        100.9        (6.1) 
Provision for taxation         25.1          29.2           17.2   
Net profit         69.6          56.4        23.4          83.7      (16.8) 
Equity        600.0        450.0         600.0   
Cash EPS (Rs)           1.4            1.5             1.6   
EPS (Rs)           1.2            1.3             1.4   

Key ratios (%)    

EBITDA margin         30.0          40.3          24.5  
Interest/sales           4.5            6.5            5.7  
Tax/PBT         26.5          34.1          17.0  
NPM         17.9          20.2          23.4  

 Source: IISL research, company 



 Entertainment 

  Inox Leisure Limited 

       3 ILL/Entertainment 

  
 

Institutional Equity 

 

 
Financials 

Profit & Loss Balance Sheet
In Rs million FY05 FY06 FY07E FY08E In Rs million FY05 FY06 FY07E FY08E
Net sales 605.6 1,020.7 1,746.1 2,346.1 Equity capital 450.0 600.0 600.0 600.0
YoY (%) 110.0 68.6 71.1 34.4 Preference capital 0.0 0.0 0.0 0.0
Total expenses 389.1 660.7 1,149.0 1,557.7 Reserves 140.3 1,557.9 1,868.0 2,311.8
Inc/dec in stock 0.0 0.0 (5.5) (2.0) Net worth 590.3 2,157.9 2,468.0 2,911.8
Film distributor share 130.4 211.4 336.0 456.0
Staff cost 55.7 76.5 130.8 175.7 Total borrowings 967.6 1,089.3 864.3 864.3
F&B cost 34.7 54.1 95.5 131.0 Deferred tax 66.3 107.7 180.8 285.5
Operating & admn cost 168.3 318.7 592.2 796.9 Total liabilities 1,624.2 3,354.8 3,513.1 4,061.6
Other expenses 0.0 0.0 0.0 0.0
EBIDTA 216.4 360.0 597.2 788.4 Gross block 1,524.7 1,821.7 2,963.9 3,368.9
YoY (%) 118.8 66.4 65.9 32.0 Less: Acc. depreciation 69.9 120.8 208.4 307.4
EBIDTA (%) 35.7 35.3 34.2 33.6 Net block 1,454.8 1,700.8 2,755.5 3,061.5
Other income 11.6 19.7 19.7 19.7 CWIP 48.4 54.0 185.0 200.0
PBIDT 228.0 379.7 616.8 808.1
Interest 53.7 78.9 89.1 79.1 Investments 5.0 1,452.1 556.8 876.1
Gross profit 174.3 300.8 527.7 728.9 Current assets 269.0 385.7 347.5 364.3
Depreciation 34.6 51.7 87.6 98.9 Inventories 3.5 4.8 8.1 10.9
PBT and extra ordinary 139.7 249.1 440.1 630.0 Debtors 18.4 25.3 40.7 54.6
Extra ordinary items (0.1) 0.0 0.0 0.0 Cash 15.7 30.3 20.0 20.0
PBT 139.6 249.1 440.1 630.0 Loans and advances 231.5 325.3 278.8 278.8
(-) Tax 58.8 73.6 130.1 186.2 Current liabilities 147.6 228.6 303.2 406.9
Tax/ PBT 42.1 29.5 29.5 29.5 Provisions 5.4 9.2 28.5 33.5
PAT 80.8 175.5 310.1 443.9 Net current assets 116.0 147.9 15.8 (76.0)
Adjusted net profit 80.8 175.5 310.1 443.9 Miscellaneous expenses 0.0 0.0 0.0 0.0
YoY (%) 218.5 117.1 76.7 43.1 Total assets 1,624.2 3,354.8 3,513.1 4,061.6

Key Ratios Cash Flow
FY05 FY06 FY07E FY08E In Rs million FY05 FY06 FY07E FY08E

EPS (Rs) 1.8 2.9 5.2 7.4 Net profit 80.8 175.5 310.1 443.9
Adjusted EPS (Rs) 0.0 0.0 0.0 0.0 Depn and w/o 34.6 51.7 87.6 98.9
CEPS (Rs) 3.6 4.5 7.8 10.8 Deferred tax 47.3 41.4 73.1 104.7
Book value (Rs) 13.1 36.0 41.1 48.5 Change in working cap (49.5) (17.3) 121.8 91.9
Dividend per share (Rs) 0.0 0.0 0.0 0.0 Other income 11.6 19.7 19.7 19.7
Debt-equity (x) 1.6 0.5 0.4 0.3 Operating cash flow 124.7 271.0 612.3 759.0
ROCE 11.7 9.5 15.3 18.3
ROE 13.7 8.1 12.6 15.2 Other income (11.6) (19.7) (19.7) (19.7)

Capex (244.4) (303.5) (1,273.1) (420.0)
Valuations Investments 0.0 (1,447.1) 895.3 (319.4)

Investing cash flow (255.9) (1,770.2) (397.6) (759.0)
PE (x) 93.1 57.2 32.4 22.6
Cash PE (x) 46.2 37.3 21.3 15.5 Dividend 0.0 0.0 0.0 0.0

Fresh equity (8.6) 1,276.5 0.0 0.0
Price/book value (x) 12.7 4.6 4.1 3.4 Debt 122.2 121.7 (225.0) 0.0
Dividend yield 0.0 0.0 0.0 0.0 Financing cash flow 113.7 1,398.2 (225.0) 0.0
Market cap/sales 12.4 9.8 5.7 4.3 Others 2.8 115.6 0.0 0.0
EV/sales (x) 14.0 10.9 6.2 4.6 Net change in cash (14.7) 14.6 (10.3) (0.0)
EV/EBDITA (x) 39.2 30.8 18.2 13.8 Opening cash 30.4 15.7 30.3 20.0

Closing cash 15.7 30.3 20.0 20.0
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Disclaimer Clause 
 
This report has been prepared by the Research Department of IL&FS Investsmart Securities Limited (IISL). The information and opinions contained herein have 
been compiled or arrived at based upon 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. All such information and opinions 
are subject to change without notice. This report has been produced independently of the company, and forward looking statements, opinions and expectations 
contained herein are entirely those of IISL and given as part of its normal research activity and not as a Manager or Underwriter or any Offering or as an agent of 
the Company or any other person. Accordingly, if the Company should at any time commence an Offering of securities, any decision to invest in any such Offer or 
invitation to subscribe for or acquire securities of the Company must be based wholly on the information contained in the Final Prospectus issued or to be issued 
by the Company in connection with any such Offer or invitation and not on the contents hereof. This document is for information purpose only. Descriptions of any 
company or companies or their securities mentioned herein are not intended to be 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. IISL, 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 basis of this report, including but not restricted to, 
fluctuation in the prices of the shares and bonds, changes in the currency rates, diminution in the NAVs reduction in the dividend or income, etc 
IISL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in 
the report or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations 
described in this report. 
This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person or entity who 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 IISL or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently send or has 
reached any individual in such country, especially, USA the same may be ignored and brought to the attention of the sender. This document may not be 
reproduced, distributed or published for any purpose without prior written approval of IISL. 
Foreign currency denominated securities, if any,  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. 


