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Expansions strengthen topline

Not rated
For Q2FYQ7, Shringar Cinemas Limited (SCL) reported net
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8 8 8 8 g 8 growth of 45%YoY and 18.4%Qo0Q to Rs125mn. This
0= = »w = increase was driven by revenues generated from the

company’s new multiplexes and incremental growth in
its existing theatres.

4 EBITDA jumped 113%YoY: SCL reported an EBITDA of
Rs18.4mn, an increase of 113% YoY as against Rs8.7mn
in Q2FY06. Consistent focus on reduction of overheads,
lowered the company’s staff costs and expenses during
the quarter; this contributed to the growth in EBITDA
levels. SCL’s EBITDA margins improved significantly to
14.7% as against 10% in Q2FY06 and 11.8% in Q1FYQ7.
We expect the growth in the company’s EBITDA and
EBITDA margins to continue, going forward, due to its
ongoing efforts to reduce costs.

A  Turnaround at net level (YoY): SCL reported net profits
of Rs27mn in Q2FYQ7, as against a loss of Rs3.9mn in
Q2FY06. This increase in profit was largely due to high
other income of Rs28.2mn.

A Currently, SCL operates eight theatres with 32 screens.
During the next three years, the company intends to




AILSFS INVESTSMART

Institutional Equity

Entertainment

Shringar Cinemas Limited

operate 169 screens, with more than 45,000 seats. Company would be funding
this expansion from the money raised through public issue, USD20mn FCCB
issue and internal accruals.

A We believe that SCL is likely to benefit in the long term 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% QIFYO7 QoQ %
Net sales 125.2 86.3 451  105.7 18.4
Total expenses 106.8 776 375 93.2 14.6
Direct cost 42.5 275 545 34.4 23.4
as % of sales 33.9 31.8 325

Staff cost 14.3 11.7 226 6.1  (11.3)
as % of sales 11.4 13.5 15.2
Operating expenses 50.0 38.5 29.9 42.7 17.2
as % of sales 40.0 44.6 40.4

EBIDTA 18.4 8.7 1129 12.5 47.4
EBIDTA margin (%) 14.7 10.0 11.8

Other income 28.2 5.3 4321 21.3 325
PBIDT 46.6 14.0 234.1 33.8 38.0
Interest 8.6 8.8 (2.3) 104 (17.0)
Depreciation 11.1 8.8 26.1 9.9 11.7
PBT and extra ordinary 26.9 (3.6) 13.5 99.8
PBT 26.9 (3.6) 13.5 99.8
() Tax 0.3 0.3 0.9

PAT 26.6 (3.9) 12.6 111.3
Paid up equity (FV Rs10) 315.7 3157 315.7

EPS 0.84 (0.12) 0.40

Ratios (%)

OPM 14.7 10.0 11.8

Tax rate 111 (8.24) 6.50

NPM 21.3 (4.6) 11.9

Source: IISL research, company
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Financials
Profit & Loss Balance Sheet Rs mn
Rs mn FY05 FY06 FYO7E FYOB8E Rs mn FY05 FYO6E FYO7E FYO8E
Net sales 378.6 580.1 899.9 1,700.1  Equity capital 234.2 315.7 315.7 315.7
YoY (%) 53.2 55.1 88.9 Preference shares 0.0 0.0 0.0 0.0
Total expenses 344.8 527.0 720.9 1,312.5 Reserves (55.8) 275.8 350.2 506.6
Direct Cost 159.9 254.0 308.0 540.9  Networth 178.3 591.4 665.8 822.3
Programming cost 0.0 0.0 0.0 0.0
Staff cost 42.6 68.9 90.0 153.0  Total borrowings 404.9 287.2 1,140.0 1,241.7
F&B 0.0 0.0 0.0 0.0 Deferred tax 5.7 5.7 5.7 5.7
Exhibition cost 0.0 0.0 0.0 0.0  Total liabilities 588.9 884.3 1,811.5 2,069.6
Operating expenses 142.3 204.2 322.9 618.5
EBIDTA 33.8 53.1 178.9 387.6 Gross block 571.5 647.0 1,157.3 1,704.4
YoY (%) 57.1 237.1 116.6  Less: Acc. depreciation 283.1 329.7 399.3 536.2
EBIDTA (%) 8.9 9.2 19.9 22.8  Net block 288.4 317.3 758.0 1,168.2
Other income 11.4 33.6 60.4 444  CWIP 95.7 150.0 150.0 150.0
PBIDT 45.2 86.7 239.4 432.0
Interest 23.5 57.1 58.7 61.6 Investments 25.4 178.1 604.4 444.2
Gross profit 21.7 29.5 180.7 370.4  Current assets 349.3 435.4 459.9 525.7
Depreciation 35.6 36.0 69.6 136.9 Inventories 0.6 0.9 1.1 1.9
PBT and extra ordinary (13.9) (6.5) 1111 233.5 Debtors 30.7 48.8 73.1 138.1
Extra ordinary items 0.0 0.0 0.0 0.0 Cash 29.1 200.0 200.0 200.0
PBT (13.9) (6.5) 111.1 233.5 Loans and advances 288.9 185.7 185.7 185.7
(-) Tax 211 12.4 36.7 77.1 Current liabilities 1125 139.2 103.5 161.2
Tax/ PBT (151.6) (189.4) 33.0 33.0  Provisions 57.3 57.3 57.3 57.3
PAT (35.0) (18.9) 74.4 156.5  Net current assets 179.5 238.9 299.1 307.3
Adjusted net profit (35.0) (29.0) 64.3 146.4  Miscellaneous expenses 0.0 0.0 0.0 0.0
YoY (%) (262.4) (17.1) 322.0 127.5  Total assets 588.9 884.3 1,811.6 2,069.6
Key Ratios Cash Flow
FY05 FY06 FYO7E FYOBE Rs mn FY05 FYO6E FYO7E FYO8E
EPS (Rs) (1.5) (0.6) 2.4 5.0  Net profit (51.8) (18.9) 74.4 156.5
Adjusted EPS (Rs) 0.0 (0.9) 2.0 46  Depn and w/o 35.6 36.0 69.6 136.9
CEPS (Rs) (0.7) 0.5 4.6 9.3  Deferred tax 0.8 (2.3) 0.0 0.0
Book value (Rs) 7.6 18.7 21.1 26.0 Change in working cap (75.9) 111.5 (60.2) (8.1)
Dividend per share (Rs) 0.0 0.0 0.0 0.0 Other income (11.4) (33.6) (60.4) (44.4)
Debt-equity (x) 2.3 0.5 17 1.5  Operating cash flow (102.8) 93.9 23.3 240.8
ROCE (0.3) 1.9 6.1 121
ROE (19.6) (3.2) 11.2 19.0  Other income 11.4 33.6 60.4 44.4
Capex (419.6) (119.4) (510.3) (547.0)
Valuations Investments (25.4) (152.7) (426.3) 160.2
Investing cash flow (433.6) (238.5) (876.1) (342.4)
PE (x) (38.3) (95.5) 24.2 12.3
Cash PE (x) (86.3) 113.5 125 6.1  Dividend 0.0 0.0 0.0 0.0
Debt/Equity 2.3 0.5 1.7 1.5 Fresh equity (176.0) 431.9 0.0 (0.0)
Price/book value (x) 7.5 3.0 2.7 2.2 Debt 283.7 (117.7) 852.8 101.6
Dividend yield 0.0 0.0 0.0 0.0  Financing cash flow 107.7 314.3 852.8 101.6
Market cap/sales 35 3.1 2.0 1.1 Others 439.3 0.0 0.0 0.0
EV/sales (x) 4.5 3.3 3.0 1.7  Netchange in cash 10.6 169.6 0.0 (0.0)
EV/EBDITA (x) 50.7 35.6 15.3 7.3 Opening cash 18.5 29.1 200.0 200.0
Closing cash 29.1 200.0 200.0 200.0
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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.
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