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Inox Leisure (INOL IN)

Rating: BUY | CMP: Rs515 | TP: Rs652

Flop show dueto weak content

Quick Pointers:

® INOL to acquire 11 screens of Luxe Cinemas, Chennaiand the transaction is
expected to be completed in next few weeks.

" Target to open 77 screens in FY23E remains intact (30 screens opened in
1HFY23). Capexwill be funded by internal accruals.

In-line with our expectations, INOL reported weak performance and managed
pre IND-AS EBITDA break-even with losses of Rs214mn (PLe Rs242mn) at
bottom-line level due to weak content. Except for Thor and Brahmastra, no
movie was able to breach the Rslbn NBOC barrier in 2QFY23. Despite
subdued performance, as content slate for near term is healthy with releases
like Ram Setu, Thank God, Drishyam-2, Avatar and Black Panther in pipeline
we anticipate strong back-ended recovery and expect footfalls in FY23E to be
at par over pre-pandemic base. We increase our FY24E/FY25E EBITDA
estimates by ~4% odd as were-align our cost assumptions given strong fixed
cost control post COVID. Except for rental obligations which were up 3% on
per screen basis as escalations kicked in, employee cost, power & fuel and
other overheads have declined by 27%/3%/21% respectively over pre-
pandemic base in 2QFY23. We expect sales/EBITDA CAGR of 21%/25% over
FY23-FY25 and retain BUY on the stock with a TP of Rs652 (arrived from swap
ratio of 3:10 with PVR) after assigning EV/EBITDA multiple of 15.5x (no
change) to the merged entity.

Topline/footfalls 28%/39% lower over pre-COVID base: Top-line increased
689% YoY to Rs3,741mn (PLe Rs3,630mn) in 2QFY23 on a lower base but
declined 36% on sequential basis and 28% over pre-COVID base due to weak
content. ATP/SPH stood atRs215/Rs102 respectivelywith footfalls of 11.6mn (PLe
of 11.5mn) and occupancy of 17% (30% in 2QFY20).

Pre IND-AS EBITDA at breakeven levels: Ind-AS adjusted EBITDAloss stood at
Rs32mn (PLe loss of Rs50mn) as against Ind-AS adjusted EBITDA loss of
Rs644mn in 2QFY22 and profit of Rs1,235mn in 1QFY23. Ind-AS adjusted loss
stood at Rs214mn (PLe Rs242mn) as againstInd-AS adjusted loss of Rs677mnin
2QFY22 and profit of Rs741mnin 1QFY23.

Con-call highlights: 1) SPH increased 6% QoQ to Rs102 largely on account of
introduction of season special items, marketing initiatives and interactive culinary
session across India with chefs. 2) Shareholders’ approval has been obtained for
amalgamation scheme with PVR and merger is expected to be completed by
4QFY23. 3) Inox entered the Srinagar marketby opening 3 screens with 522 seats
on managementcontractbasis. The company will receive managementfees while
capex is incurred by the owner. 4) Acquired Luxe Cinemas with 11 screens and
2,688 seats in Chennai on a slump sale basis. Transaction will be culminated in
FY23E. It is an EBITDA positive property. 5) Tie-up with ICC to showcase WC-T20
matches is on revenue sharing basis (no fixed fee outgo) but not an exclusive one.
These matches generate higher ATP and occupancy as compared to movies. 6)
Ad-revenue recovery over pre-COVID base was at ~65%. Although ad-yields are
improving volumes have been lower due to lesser footfalls.
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Inox Leisure
Exhibit 1: Consolidated result overview (Rs mn)
Y/e March Q2FY23  Q2FY22  YoYgr. QIFY23  QoQaqr. H1FY23 HIFY22  YoYgr.
Net sales 3,741 474 688.6% 5,823 -35.7% 9,564 698 1271.2%
Movie exhibition cost 949 138 587.0% 1,593 -40.4% 2,542 196 1195.6%
As a % of sales 25.4% 29.1% 27.4% 26.6% 28.1%
Consumption of F&B 260 34 664.1% 364 -28.6% 624 48  1197.1%
As a % of sales 6.9% 7.2% 6.3% 6.5% 6.9%
Employee expenses 282 236 19.3% 271 4.2% 553 483 14.5%
As a % of sales 7.5% 49.8% 4.6% 5.8% 69.2%
Other expenses 1,402 (90) NM 1,490 -5.9% 2,892 105  2665.1%
As a % of sales 37.5% -19.0% 25.6% 30.2% 15.0%
EBITDA 848 156 443.2% 2,105 -59.7% 2,953 (134) NM
EBITDA margin 22.7% 32.9% 36.1% 30.9% NM
Depreciation 774 736 5.1% 754 2.7% 1,528 1,465 4.3%
EBIT 74 (580) NM 1,351 -94.5% 1,425 (1,599) NM
EBIT margin 2.0% NM 23.2% 14.9% NM
Interest cost 676 648 4.3% 658 2.7% 1,334 1,292 3.2%
Other income 67 61 10.2% 72 -6.8% 138 92 49.7%
Exceptional items - - NM - NM - - NM
PBT (535) (1,167) NM 764 NM 230 (2,799) NM
Tax expenses (131) (291) NM 193 NM 62 (699) NM
Tax rate NM NM 25.3% 27.2% NM
PAT (404) (877) NM 571 NM 167 (2,099) NM
PAT margin NM NM 9.8% 1.7% NM
Non-controlling interest - - NM - NM - - NM
Other comprehensive income (OCI) 1 (1) NM (2 NM 1) 3 NM
PAT inclusive of OCI (403) (877) NM 569 NM 166 (2,096) NM
EPS (Rs) (3.3) (7.2) NM 4.7 NM 1.4 17.7) NM
Source: Company, PL
Exhibit 2: Revenue Mix (Rs mn)
Particulars Q2FY23 Q2FY22 YoY gr. Q1FY23 QoQaqr.
NBOC 2,090 270 674.1% 3,530 -40.8%
As a % of sales 56.0% 56.8% 60.7%
Net F&B 1,100 150 633.3% 1,640 -32.9%
As a % of sales 29.5% 31.5% 28.2%
Advertisement revenue 260 6 4233.3% 300 -13.3%
As a % of sales 7.0% 1.3% 5.2%
Other operating income 283 50 472.3% 348 -18.7%
As a % of sales 7.6% 10.4% 6.0%
Total sales 3,733 476 685.1% 5,818 -35.8%
Source: Company, PL
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Inox Leisure

Exhibit 3: Ind AS adjusted financials
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Exhibit 5: Gross/Net SPH trend over the last few quarters

Exhibit 4: Gross/Net ATP trend over the last few quarters
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Exhibit 7: F&B GM trend in last few quarters

Exhibit 6: Footfalls are volatile, driven by content
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Inox Leisure

Exhibit 8: Merged entity valuation

Particulars (Rs mn)

FY24E
EV/EBITDA 155
EBITDA* 14,297
EV 2,21,603
Less: Debt* 15,917
Add: Cash 6,563
Equity Value 2,12,249
No of shares 97.7
Per share value of merged entity (Rs) 2,174
Implied TP of Inox based on sw ap ratio of 3:10 652

Source: Company, PL, *Pre-Ind AS 116 projections
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Inox Leisure
Financials
Income Statement (Rs m) Balance Sheet Abstract(Rs m)
Y/e Mar FY22 FY23E FY24E FY25E Y/e Mar FY22 FY23E FY24E FY25E
Net Revenues 6,839 20,830 25,861 30,252 Non-Current Assets
YoY gr. (%) 545.6 204.6 24.2 17.0
Cost of Goods Sold 2,391 6,895 8,232 9,582 Gross Block 36,934 39,831 42,474 45,183
Gross Profit 4,449 13,935 17,629 20,670 Tangibles 36,696 39,589 42,227 44,930
Margin (%) 65.0 66.9 68.2 68.3 Intangibles 238 243 248 253
Employ ee Cost 949 1,291 1,681 2,057
Other Expenses 1,333 5,821 7,080 8,017 Acc: Dep / Amortization 6,269 9,419 12,719 16,069
Tangibles 6,065 9,215 12,515 15,865
EBITDA 2,167 6,823 8868 10,595 Intangibles 204 204 204 204
YoY gr. (%) 335.4 214.9 30.0 19.5
Margin (%) 31.7 32.8 34.3 35.0 Net fixed assets 30,665 30,413 29,756 29,114
Tangibles 30,631 30,374 29,712 29,066
Depreciation and Amortization 2,938 3,150 3,300 3,350 Intangibles 34 39 44 49
EBIT (772) 3,673 5,568 7,245 Capital Work In Progress 263 263 263 263
Margin (%) NA 17.6 21.5 24.0 Goodwill 175 175 175 175
Non-Current Investments 1,857 1,875 2,457 3,025
Net Interest 2,580 2,720 2,820 2,820 Net Deferred tax assets 3,576 3,576 5,007 7,009
Other Income 218 292 310 333 Other Non-Current Assets 355 352 460 586
Profit Before Tax (3,133) 1,244 3,059 4,758 Current Assets
Margin (%) NA 6.0 11.8 15.7 Investments 1,493 1,493 1,493 1,493
Inv entories 143 171 213 249
Total Tax (739) 314 771 1,199 Trade receivables 290 970 1,346 1,658
Effective tax rate (%) 23.6 25.2 25.2 25.2 Cash & Bank Balance 558 858 1,607 2,792
Other Current Assets 400 521 595 756
Profit after tax (2,394) 931 2,288 3,559 Total Assets 39,798 40,698 43,409 47,166
Minority interest - - - -
Share Profit from Associate - - - - Equity
Equity Share Capital 1,222 1,222 1,222 1,222
Adjusted PAT (2,394) 931 2,288 3,559 Other Equity 5,704 6,512 8,678 12,115
YoY gr. (%) NA NA 145.8 55.6 Total Networth 6,926 7,734 9,900 13,337
Margin (%) NA 45 8.8 11.8
Extra Ord. Income / (Exp) - - - - Non-Current Liabilities
Long Term borrowings 29,310 29,310 29,310 29,310
Reported PAT (2,394) 931 2,288 3,559 Provisions 153 167 181 212
YoY gr. (%) NA NA 145.8 55.6 Other non current liabilities 512 417 414 484
Margin (%) NA 45 8.8 11.8
Current Liabilities
Other Comprehensive Income 9 - - - ST Debt/ Current of LT Debt 171 171 171 171
Total Comprehensive Income (2,385) 931 2,288 3,559 Trade pay ables 1,359 1,427 1,630 1,741
Equity Shares Ofs (m) 122 122 122 122 Other current liabilities 1,356 1,462 1,792 1,899
EPS (Rs) (19.6) 7.6 18.7 29.1 Total Equity & Liabilities 39,799 40,698 43,410 47,166
Source: Conpany Data, PL Research Source: Conmpany Data, PL Research
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Inox Leisure

Cash Flow (Rs m) Key Financial Metrics
Y/e Mar EY22 FY23E FY24E EY25E Y/e Mar FY22 FY23E FY24E FY25E
PBT (2,394) 1,244 3,059 4,758 Per Share(Rs)
Add. Depreciation 2,938 3,150 3,300 3,350 EPS (19.6) 7.6 18.7 29.1
Add. Interest 2,580 2,720 2,820 2,820 CEPS 4.5 33.4 45.7 56.5
Less Financial Other Income 218 292 310 333 BVPS 56.7 63.3 81.0 109.1
Add. Other (2,576) (214)  (1,615)  (2,220) FCF 0.2 25.7 30.2 33.8
Op. profit before WC changes 548 6,901 7,564 8,708 DPS - 1.0 1.0 1.0
Net Changes-WC 262 (548) (459) (673) Return Ratio(%)
Direct tax (42) (314) (771)  (1,199) RoCE NA 10.1 14.5 17.3
Net cash from Op. activities 769 6,039 6,334 6,836 ROIC 5.4 16.8 20.4 22.5
Capital expenditures (735) (2,897) (2,643) (2,709) RoE NA 12.0 23.1 26.7
Interest / Dividend Income 25 - - - Balance Sheet
Others (1,070) - - - Net Debt : Equity (x) 4.0 3.5 2.7 1.9
Net Cash from Invt. activities (1,779)  (2,897)  (2,643)  (2,709) Net Working Capital (Day's) (49) (5) (1) 2
Issue of share cap. / premium - - - - Valuation(x)
Debt changes 177) - - - PER NA 67.7 27.5 17.7
Dividend paid - - - - P/B 9.1 8.1 6.4 4.7
Interest paid (107)  (2,720)  (2,820)  (2,820) PICEPS 115.7 15.4 11.3 9.1
Others 1,450 (122) (122) (122) EV/EBITDA 41.7 13.2 10.1 8.3
Net cash from Fin. activities 1,166  (2,842)  (2,942)  (2,942) EV/Sales 13.2 4.3 35 2.9
Net changein cash 156 300 749 1,185  DividendYield (%) - 0.2 0.2 0.2
Free Cash Flow 23 3,142 3,601 4,127 Source: Conpany Data, PL Research
Source: Conpany Data, PL Research
QuarterlyFinancials (Rs m)
Y/e Mar Q3FY22 Q4FY22  QI1FY23 Q2FY23
Net Revenue 2,965 3,177 5,823 3,741

YoY gr. (%) 1,892.4 251.3 2,509.9 688.6
Raw Material Expenses 1,029 1,117 1,957 1,209
Gross Profit 1,936 2,060 3,865 2,533

Margin (%) 65.3 64.8 66.4 67.7
EBITDA 1,318 983 2,105 849

YoY gr. (%) NA NA NA NA

Margin (%) 44.4 30.9 36.1 22.7
Depreciation / Depletion 738 735 754 774
EBIT 580 248 1,351 75

Margin (%) 19.6 7.8 23.2 2.0
Net Interest 645 643 658 676
Other Income 49 77 72 67
Profit before Tax (16) (318) 764 (535)

Margin (%) NA NA 13.1 NA
Total Tax 3) 37) 193 (131)

Effective tax rate (%) 17.5 11.5 25.3 24.5
Profit after Tax (13) (282) 571 (404)
Minority interest - - - -
Share Profit from Associates - - - -
Adjusted PAT (13) (282) 571 (404)

YoY gr. (%) NA NA NA NA

Margin (%) NA NA 9.8 NA
Extra Ord. Income/ (Exp) - - - -
Reported PAT (13) (282) 571 (404)

YoY gr. (%) NA NA NA NA
Margin (%) NA NA 9.8 NA
Other Comprehensiv e Income 2 4 ) 1
Total Comprehensive Income (11) (278) 569 (403)
Avg. Shares O/s (m) 122 122 122 122
EPS (Rs) (0.1) (2.3) 4.7 (3.3)
Source: Conpany Data, PL Research
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Price Chart Recommendation History

(Rs)

No. Date Rating TP (Rs.) Share Price (Rs.)
625 1 06-Oct-22  BUY 646 514
510 2 04-Aug-22 BUY 699 603
3 07-Jul-22  BUY 668 523
e 4 03-May-22 BUY 681 493
280 5 08-Apr-22 BUY 681 505
6 22-Jan-22 BUY 486 380
e 2 8 S & d “. § 7 10-Jan-22 BUY 490 361
8 2 8 2 8 2 8 8 25.0ct-21  BUY 490 418
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Entertainment Netw ork (India) Hold 190 167
2 Indian Railw ay Catering and Tourism Corporation Hold 635 731
3 Inox Leisure BUY 646 514
4 Music Broadcast Hold 24 24
5 Navneet Education BUY 170 130
6 Nazara Technologies BUY 1,031 740
7 PVR BUY 2,153 1,786
8 S Chand and Company BUY 234 187
9 SafariIndustries (India) BUY 2,062 1,852
10 V.I.P. Industries BUY 1,020 699
11 Zee Entertainment Enterprises BUY 302 280
PL’'s Recommendation Nomenclature (Absolute Performance)
Buy  >15%
Accumulate . 5% to 15%
Hold : +5%to -5%
Reduce : -5%10-15%
Sell © <-15%
Not Rated (NR) . No specificcall on the stock
Under Review (UR) . Ratinglikelyto change shortly
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ANALYST CERTIFICATION
(Indian Clients)

Wel/l, Mr. JineshJoshi- MS(Finance) and CFA, Ms. Shweta Shekhawat- MBA Finance & MCom Research Analysts, authors and the names subscribedto this report, hereby certify
that all of the views expressedin this research report accurately reflect our views about the subject issuer(s) or securities. We 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.

(US Clients)

The research analy sts, with respectto each issuer and its securities covered by themin this research report, certify that: All of the views expressed in this researchreport accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this researchreport.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred toas “PL”") is engaged in the business of Stock Broking, Portfolio Manager, Depasitory Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
inv estment banking, financial services (marginfunding) and distribution of third party financial/cther products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by therecipientonly asinformationand is notfor circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. Itshould not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has notindependently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
av ailable or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitabity or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of douht, advice should be soughtfrom an independent expert/advisor.

Either PL or its affiliates or its directors orits employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies refered to in this report and they may have used the research material prior to publication.

PL may fromtime to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is aregistered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL orits research analysts or its associates or his relatives do not have any financial interestin the subject company.

PL orits research analysts or its associates or his relatives do not have actual/beneficial ownership of one per centor more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material corflict of interest at thetime of publication of the research report.

PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twele months or mandated by the subject company for any
other assignment in the pasttwelve months.

PL or its associates might have received any compensation forinvestment banking or merchant banking or brokerage services from the subject company in the pasttwelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of researchreport. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection withthe preparation of the research report. PL or its Research Analysts donot have any material conflict of interest
at the time of publication of this report.

It is confimed that Mr. Jinesh Joshi- MS(Finance) and CFA, Ms. Shweta Shekhawat- MBA Finance & MCom Research Analysts of this report have notreceived any compensation
from the companies mentioned in the report in the preceding twelve months

Compensation of our Research Analystsis notbasedon any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific re commendations or views expressed in this report.

The research analysts for this report has not servedas an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oralor written market commentary or trading strategies toour clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations 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 corflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sel the securities of the subject company or (b) be engaged
in any other transaction involving such secuiities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or actas an
adv isor or lender/borrower to the subject company or may have any other potential corflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research reportis/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances andtradingsecurities held by a research analystaccount.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to"Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Secuiities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this reportis not a Major
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