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Reuters: MUKR.BO; Bloomberg: MKTA IN  

Mukta Arts  

Faster Expansion Planned In Film Exhibition 
Mukta Arts or MAL started business as a production and distribution company in 1985, but over 
the past six years it has gradually moved itself to stable revenue-generating and higher-margin 
film exhibition and film education businesses which together contributed ~85%  to its revenues 
in FY17. We had a meeting with Mr.Rahul Puri, CEO of MAL recently to get an update on the 
growth plans of both these businesses discussed during our earlier meetings with him. We came 
away with the feeling that while its Whistling Woods (film education) business, which 
contributes ~30%  to total consolidated revenues, has grown well in the recent past, there is 
limited scope for growth left in it post FY19 when it will be running at  full capacity (~1,300 
students). Future growth is going to come from its film exhibition business which contributed 
~55% to revenues in FY17. Currently, it has 51 multiplex screens spread largely across Western 
India, particularly Maharashtra and Gujarat, with some screens in Karnataka, Andhra Pradesh 
and Bhopal as well (see Exhibit 4) and it plans to take this screen count to 80 - 100 screens by 
the end of FY18. MAL stated that it is looking quite seriously at single screens in South Indian 
market as occupancy level (~50%-65%) and F&B revenues are quite high in this region. MAL is 
on the verge of setting up new screens in Chennai (Tamil Nadu). The management also 
highlighted that it has entered into a joint venture with Asian Cinemas (owned by Mr. Suresh 
Babu - who is one of the largest film distributors in this region) to convert single-screen cinemas 
in small towns in Tamil Nadu/Andhra Pradesh/Telangana to multiplex screens. In terms of 
operational parameters, MAL stated that all its operational parameters have decent room to grow 
as it is still a way behind top players like PVR & Inox Leisure. While PVR’s current average ticket 
price (ATP) is ~Rs200, average F&B spend per head (SPH) is Rs85 and advertisement revenue 
contribution is ~12% to overall revenues, the corresponding numbers for MAL are ~Rs120, Rs33 
and 3%, respectively. It expects a growth of 5.0%-5.5% in ATP to continue in the coming years 
and for advertisement revenues, the management stated that starting August 2017 it has been 
able to almost double its minimum guaranteed advertisement rates from Rs30,000/screen/per 
month to Rs54,000mn/screen/per month from UFO Moviez, who handles its advertising. But this 
is still way below PVR’s advertisement revenue of ~Rs3,75,000/screen/month. The lower ATP, 
SPH & advertisement revenue per screen primarily stem from its greater presence in Tier 2&3 
cities. The doubling of advertisement revenue per screen has been because of the increase in 
screen number of late in Tier-1 cities. We do not believe MAL will be a  M&A candidate for PVR, 
Inox Leisure or Cinepolis over the next three to five years as the latter are focused on 
premiumisation. It, however, could be an organic growth story that helps single-screen players 
convert to smaller multiplexes (two to three screens per property) and address a large segment 
of the population that thirsts for affordable, but quality movie- viewing experience. The scope for 
margin expansion exists as advertisement revenues have a very low share in its mix (~3% 
versus 12% of PVR). 

Capex requirement to be funded by debt and ongoing cash generation: MAL stated that it will 
need ~Rs250mn for capex in FY18 to set up ~30-50 new screens. For funding of capex, the 
management indicated that only half of the screens will come at a capex of Rs 10mn/screen and 
the rest half will come as managed properties whose capex is much lower. The management also 
indicated that it has only Rs 120mn as debt on the exhibition side and it is comfortable raising debt 
if required. MAL also stated that it is looking at standalone properties because of slow growth of 
affordable new mall space and lots of standalone properties willing to get into revenue-sharing 
agreements. MAL believes it has been able to reduce its costs by sourcing some of its moveable 
assets like chairs and F&B equipment from China. We, however, believe that a major part of its 
cost reduction (~Rs4mn/screen) also comes from non-usage of 4K screens (~Rs2.5mn) and Dolby 
Atmos sound system (~Rs1.5 mn) at most of its properties.  

Whistling Woods currently shows growth, but future growth visibility poor because of 
ongoing land dispute: MAL expects revenues from this segment to be ~Rs380mn in FY18 and 
the management indicated that this is a 25%-30% EBITDA margin business. It currently has 1,000 
students and the management indicated that the present infrastructure can accommodate 200-300 
additional students which will take its revenues to Rs450mn by 2019 at current margin level. For 
further growth in revenues post 2019 in this segment, MAL stated that it has significant room to 
increase fees for certain programmes, but it will not be able to accommodate more students 
following space constraints. 
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Film Exhibition business economics focuses on keeping costs variable and capex low: It involves 
acquiring ‘modest’ properties: (1) With variable rentals i.e. no ‘minimum guarantee (MG)’ for most properties 
which were either not in use or whose audience size cannot be estimated in advance, or (2) With fixed rentals 
for properties which have been in use for a long period of time and have a loyal audience. To cite an example, 
it is paying Rs0.3mn/month for Ramakrishna in Hyderabad, an old but apparently a historical movie hall. 
Overall, MuktaA2 Cinemas aims to have a pan-India presence with 200-250 screens in three years and 
believes that it has the necessary resources (team) for the same. We believe for an expansion of this sort it 
could potentially require capital.  

Expansion plan: MAL currently has 51 multiplex screens across India and Bahrain and it plans to take this 
screen count to 80-100 screens by the end of FY18. Currently, its screen concentration is mostly in Western 
India which includes screens in Maharashtra and Gujarat and some in Karnataka and South Eastern India 
(largely Andhra Pradesh). As regards new upcoming properties, MAL stated that two screens are coming up in 
Ahmedabad, four in Karimnagar (Andhra Pradesh), three in Nainital, and some in Gurgaon and Pune as well. 
MAL stated that it is looking quite seriously at Southern India market as the occupancy level ( ~50%-65%) and 
F&B revenues are quite good in this region and also stated that it is on the verge of setting up new screens in 
Chennai (Tamil Nadu). The management highlighted that it has entered into a joint venture with Asian 
Cinemas (owned by Mr. Suresh Babu- who is also the second-largest content distributor in this region) to 
convert single-screen cinemas in small towns in Tamil Nadu/Andhra Pradesh/Telangana into multiplex 
screens. The management highlighted that these are lucrative markets with higher occupancy level and 
greater content options (Hindi/English/Regional). Properties in Ahmedabad and Karimnagar are expected to 
open around Dussehra festival and Chennai property is expected to open during Pongal festival. MuktaA2 
Cinemas has an average management contract period of 9 years and rental contract periods of 9, 12, 15 and 
19 years for its properties.  

Other points discussed 

Revenue-sharing contracts: MAL has revenue-sharing contracts for most of its properties. In such contracts, 
the exhibitor has to pay a share of revenues in the range of 12%-14% of box office collections and F&B 
revenues, while advertisement revenues are excluded from this.MAL also highlighted that most of its new 
screen additions have revenue-sharing agreements. 

Business model: It has a ‘Value for Money’ kind of a business model in which it provides high quality movie 
experience at an affordable price. The ATP is low, but it is not so low to be called as a common man’s cinema. 
MAL picks up a locality and it sets up 2-3 screens there and it only wants people in that locality to come and 
watch the movies. It is not trying to build a brand image to attract people from far-off places to come and 
watch movies in its theatres. Citing an example, the management stated that it charges Rs220/ticket for its 
Jaihind property in Parel, Mumbai, where spending capability is big and Rs120-150/ticket for its Topiwala 
property in Goregaon, Mumbai, where the spending capability is not that large. MAL also highlighted that most 
of its projection screens are its own and only a few are on lease. MAL also highlighted that its capex involves 
purchase of moveable assets like chairs, projectors, acoustical panels and screens and all other civil works 
like toilets, ducting and fire safety are done by mall developers. Its capex/screen stands at Rs2mn-Rs3mn for 
existing properties and ~Rs10mn for new properties which is much less than Rs25mn capex/screen in case of 
PVR and Inox Leisure as MuktaA2 Cinemas does not have any standard design for its multiplexes and the 
design depends on: (1) Location of property, (2) Ticket price affordability of local population, and (3) Prospects 
of scaling up advertisement business.  

Advertisement revenues: Currently, advertisements account for 3% of revenues which it expects to go up to 
5.5% of revenues with increase in its minimum guarantee (MG) advertisement rates by UFO Moviez to Rs 
54,000/screen/month from Rs30,000/screen/month. This increase was highlighted to be effective from August 
2017. With increase in business scale following the likely increase in the number of screens by FY18,MAL 
also indicated its plan to open its advertisement window to other private advertisement agencies like Khushi in 
the coming years. 

Ratio of properties in malls to standalone properties: MAL stated that most of its 51 existing screens are 
in malls and only 4-5 screens are in standalone properties, but indicated that most of the upcoming screens 
are going to be standalone properties. MAL stated that mall development in its areas of operation is low as a 
result of which it has to renovate already existing standalone single-screen theatres to multiplex screens. It 
believes proximity is the factor for people to come and watch the movies and presence of screen in a mall 
hardly adds to the rise in occupancy level and it believes in building its own niche characteristics for better 
targeting its audience. 
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Education business (Whistling Woods): It currently has 5.5 acres of land and it charges Rs0.55 
mn/student/year. It expects revenues to be Rs380mn in FY18 and the management indicated that this is a 
25%-30% margin business. It offers 14 programmes or courses in this segment and indicated that this 
business has stable revenues and cash flows. It currently has 1,000 students and the management indicated 
that the present infrastructure can accommodate 200-300 additional students which will take its revenues to 
Rs450mn by 2019, but the management indicated that its margins will continue to remain at current level. For 
further growth in revenues in this segment, MAL stated that it has significant room to increase fees for certain 
programmes such as animation and music courses, but indicated that there is not much scope left for fee hike 
on the film courses side. On the ongoing land dispute, the management seemed hopeful of settling the dispute 
by the end of FY18 and also stated that it has provided three options to the government for dispute settlement. 
Of the three options which were provided, the management indicated that it will have to shell out money only if 
the government asks it to purchase the disputed land which it stated to be unlikely. Else, MAL stated that it 
would not need to shell out more money as it has already paid Rs100mn to Film City. The disputed land had a 
valuation of Rs320mn in 2001. 

Software business and content production business: MAL plans to de-risk lot of the work it had been 
doing in the past and stated that it is diverting its focus towards television and digital from film production. It is 
planning to produce television serials for Star TV and Balaji Telefilms in this segment and moving away from 
film production which, it believes, is risky. It is also getting empanelled with Doordarshan in both fiction and 
non-fiction works. It is also making a documentary in association with History channel on Indian film industry 
with a renowned director. As regards digital, MAL indicated that it has a lot of infrastructure, ability and access 
to reach out to young and hungry talent who are ready to go in that space at a relatively competitive price. It 
stated that both these markets i.e. television and digital have better margins than films and the risk is low in 
these segments. Other than that, it also has a virtual academy in which it has 100 odd programmes in the form 
of online classes. MAL also highlighted that it has recently appointed Mr. Ashish Gharde, who has 18 years of 
experience in operations and human resources and was previously associated with Tata group, Balaji 
Telefilms and Larsen & Toubro is its chief operating officer. MAL stated that it also has a large catalogue of 38 
movies under its banner which it has currently sold to Zee TV and highlighted that the content is going to 
come back to it by 2020 after which it can be considered for other ways of monetisation such as online 
streaming (Amazon Prime) which are generally high-paying. It also stated that TV channels are going to be 
more competitive as streaming and on-demand rights pick up momentum with the entry of players like Netflix 
and Amazon Prime. MAL stated that it is also planning to leverage its movie ‘Khalnayak’ for a remake and 
stated that two studios are already bidding for it. It stated that these associations are generally of no risk and if 
the film does well, it provides additional revenues. 

Challenges: In the film exhibition business, the management indicated that challenges lie on the content side, 
real estate development and licensing requirements. The management stated that it takes 18-36 months to 
get a licence in Maharashtra. On threat of new entrants like Amazon Prime, MAL stated that undoubtedly film 
exhibition revenues are going to be eroded by Amazon, but stated that it is going to be a good thing for the 
exhibition industry as players like Amazon are going to reduce the number of films which are going to be 
exhibited in theatres. It highlighted that in India currently, seven movies are released every week while the 
average household consumption is only 0.75 movies per month. It further highlighted that this will free up a lot 
of space for good films. It indicated that there is also a need for some form of differential pricing for different 
movies based on the star cast power. For screens in Bahrain and the challenges it was facing there, it stated 
that it has 6 screens there and it was able to generate Rs150mn revenues from ~6months of its operations in 
Bahrain and also indicated that it has just started making money at the EBITDA level.  

Other operational parameters: Its ATP and SPH are low at Rs120 and Rs35, respectively, when compared 
with other big players like PVR whose ATP and SPH is ~Rs200 and ~Rs85, respectively. MAL indicated that it 
achieves breakeven at an occupancy level of 25% and for FY17, its occupancy level was 33%-35%. MAL 
indicated that all of its operational parameters have decent room to grow. It expects a growth of 5.0%-5.5% in 
ATP to continue in the coming years and also indicated that ATP growth may be higher this year GST. For 
FY18, MAL stated that it will be pretty close to 80-100 screens. MAL stated that first two months of the year 
have been good and it has already collected 25% of the revenues it had collected in FY17. The management 
indicated that FY17 was a bad year in terms of content. 

Seasonality: MAL indicated that 1Q and 2Q, generally, tend to be strong but 3Q (apart from the festival 
season close to Diwali and Christmas) and 4Q (due to exam time) tend to be weak.  
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F&B costs: Food costs are typically about 30% of overall costs and MAL believes there is still scope for 2%- 
3% improvement. Bigger multiplex chains like PVR now own their food outlets and hence their profits are a tad 
better. MAL, however, stated that it has also started making some of the food items such as chips and fries on 
its own to increase its F&B margins. SPH is generally low in Tier 2&3 cities, but SPH is expected to go up by 
Rs3/year and it expects a 5%-6% increase in ATP every year. 

Management and board of directors: The company’s CEO is Mr.Rahul Puri, an ex-investment banker. Its 
board of directors include Mrs.Monika Shah, Mr.Keval Handa, Mr.Manmohan Shetty, Mr.Parvez A Farooqui, 
Mr.Prabuddha Dasgupta, Mr.Rahul Puri, Mr.Subhash Ghai and Mrs.Paulomi Dhawan. Details of ownership of 
the company are given in Exhibit 2. 

Exhibit 1: FY16 consolidated revenue break-up (FY17 segregation is not released as of now) 

 
Source: Company, Nirmal Bang Institutional Equities Research 
 

 

Exhibit 2: Shareholder mix 

Shareholder category Shareholder sub-category No. of shares held Shareholding % 

Promoter and promoter group 
 

                          15,889,290  70.37 

Public shareholding 
   

1 Financial institutions/banks                                   12,747  0.06 

2 Individual share capital up to Rs200,000                              2,513,154  11.13 

3 Individual share capital in excess of Rs2,00,000                              2,337,655  10.35 

4 Mr. Raju Nanwani                                 836,700  3.71 

5 Others                              1,828,354  4.38 

Total public shareholding 
 

                             7,528,610  29.63 

Source: Company, Nirmal Bang Institutional Equities Research 
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Exhibit 3: Segmental performance 

 Segment revenues (Rsmn) FY13 FY14 FY15 FY16 FY17 3QFY16 4QFY16 1QFY17 2QFY17 3QFY17 4QFY17 

 Software division   2,471  2,660  734  102  55 26  2  5  1  1 0.4 

 Equipment division  4  9  3  4  3 1  1  -  1  1 1 

 Theatrical exhibition division  52  177  296  432  553 111  89  120  118  112 123 

 Fees from students  183  180  215  270  334 -  -  -  -  -  

 Others  57  88  72  76  86 18  20  20  21  23 22 

 Total  2,768  3,114  1,319  884  1,030 157  112  146  142  137 146 

 Less: Inter-segment revenues  - 31  5  - - - - - - -  

 Net sales/ income from operations  2,768  3,083  1,314  884  1,030 157  112  146  142  137 146 

     
 

    
  

 Segment Results (Rsmn) 
    

 
    

  

Profit/(loss) before tax & finance costs from each segment  
  

 
   

    

 Software division   77  (27) 10  (11) (53) 10  (20) (2) (8) (7) (36) 

 Equipment division  (5) (3) (4) (2) (2) (1) (1) (1) -  (1) (0.4) 

 Theatrical exhibition division  (1) 1  (5) 5  (88) 1  (5) 5  (3) - (11) 

 Fees from students  (6) (26) 5  (6) 18 -  -  -  -    

 Others  49  65  63  78  75 19  18  17  21  19 17 

 Total  115  11  69  63  (51) 29  (9) 20  10  11 (30) 

 
             

  
  

RoCE (%) 
    

 
    

  

 Software division   23  (10) 4  (4) (30) 17  (42) (2) (8) (11) (43) 

 Equipment division  (12) (9) (13) (9) (9) (5) (5) (4) 2  (5) (2) 

 Theatrical exhibition division  (0) 1  (2) 3  NA -  (3) 2  (1) -  

 Fees from students  (3) (13) 6  (8) (6) - - - - -  

 Others  41  52  45  50  44 10  9  10  12  11 10 

Source: Company, Nirmal Bang Institutional Equities Research 
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Exhibit 4: Screen presence 

 
Source: Company, Nirmal Bang Institutional Equities Research 
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Consolidated Financials  

Exhibit 5: Income statement  

Y/E March (Rsmn) FY13 FY14 FY15 FY16 FY17 

Net sales 2,771 3,083 1,314 884 1,030 

Growth (%) 26.1 11.3 (57.4) (32.7) 16.5 

Exhibition cost (distributor’s share) 2,341 2,611 332 142 206 

Food & beverage cost 4 13 24 33 28 

Employee benefit expenses 82 106 131 158 210 

Other direct operation expenses 2 17 112 0.55 (8) 

CAM, power & fuel, R&M and others 
Expenses 231 306 356 420 512 

Total expenses 2,736 3,138 1,346 846 1,065 

EBITDA 109 30 361 133 77 

% of sales 3.92 0.97 27.44 15.00 7.48 

Growth (%) (14.9) (72.4) 1,103.4 (63.2) (41.9) 

Depreciation & amortisation  77 86 392 94 112 

EBIT 3 (6) (3) 4 (35) 

% of sales 0.1 (0.2) (0.2) 0.4 (3.4) 

Other income (net) 22 45 37 22 75 

Interest 57 66 96 90 95 

PBT (3) (77) (91) (30) (55) 

PBT margin (%) (0.1) (2.5) (6.9) (3.4) (5.3) 

Tax 11 (3) (5) 1 17 

Effective tax rate (%) (377.9)) 4.1 5.7 (4.2) NA 

PAT (14) (73) (84) (31) (76) 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 7: Balance sheet  

Y/E March (Rsmn) FY13 FY14 FY15 FY16 FY17 

Equity capital 113 113 113 113 113 

Reserves & surplus 488 415 319 288 212 

Net  worth 601 528 432 401 325 

Minority Interest 0.01 0.22 35 34 37 

Long-term borrowings 171 183 153 599 650 

Deferred tax liabilities (net) 11 7 (0.02) 0.43 7 

Other long-term liabilities 281 271 109 100 103 

Long-term provisions 126 11 129 132 204 

Total liabilities 1,190 1,001 858 1,267 1,326 

Net fixed assets 749 785 815 904 1092 

Long-term loans and advances 283 207 391 449 355 

Long-term investments 174 398 86 25 30 

Total non-current assets 1,206 1,390 1,292 1,378 1,477 

Cash & cash equivalents 33 29 36 39 36 

Total current assets 914 681 712 743 609 

Total current liabilities 930 1,070 1,146 854 780 

Net current assets (16) (389) (434) (111) (171) 

Total assets 1,190 1,001 858 1,267 1,326 

Source: Company, Nirmal Bang Institutional Equities Research  

Exhibit 6: Cash flow  

Y/E March (Rsmn) FY14 FY15 FY16 FY16 FY17 

Profit before tax (3) (77) (91) (30) (55) 

Depreciation and amortisation 77 86 392 94 112 

Changes in working capital (183) 369 51 (319) 57 

Cash flow after changes in working capital (109) 378 353 (255) 114 

Tax paid (11) 3 5 (1) (17) 

Cash from operating activities (120) 381 358 (256) 97 

Cash flow from investment activities (32) (253) (302) (173) (117) 

Cash from financing activities (36) 12 (30) 446 51 

Others 192 (143) (20) (13) (34) 

Net cash inflow /outflow 5 (4) 6 3 (3) 

Opening cash & cash equivalents 28 33 29 36 39 

Closing cash & cash equivalents 33 29 36 39 36 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 8: Key ratios  

Y/E March FY13 FY14 FY15 FY16 FY17 

Per share (Rs)      

Earnings per share (Rs) 1.29 (0.67) (3.10) (0.84) (1.14) 

Adjusted EPS (Rs.) 1.29 (0.67) (3.10) (0.84) (1.14) 

DPS(Rs) 0.50 - - - - 

Adj. DPS(Rs) 0.50 - - - - 

Book value (Rs) 53.46 52.78 49.46 48.71 48.57 

Dividend payout ratio (%) 38.89 - - - - 

Return ratios (%)      

RoA (%) 1.22 (0.58) (2.89) (0.90) (3.64) 

RoE (%) 2.42 (1.27) (6.06) (1.72) (23.38) 

RoCE (%) 5.55 2.55 0.04 2.62 (5.81) 

Turnover ratios      

Asset turnover(x) 1.09 1.11 0.45 0.30 0.49 

Inventory turnover(x) 3194 2450 607 196 125 

Debtors turnover(x) 7.21 7.32 5.49 7.69 2.85 

Fixed-asset turnover (x) 1.92 2.03 0.64 0.33 0.94 

Valuation (x)      

Price / book value(x) 0.53 0.69 0.60 1.21 1.75 

Dividend yield (%) 1.76 - - - - 

EV/net sales(x) 0.40 0.47 1.01 3.25 2.37 

EV/EBITDA(x) 7.83 13.65 2.94 17.69 35.71 

M-Cap/sales 0.25 0.28 0.64 2.37 2.14 

Source: Company, Nirmal Bang Institutional Equities Research 
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Disclaimer 

Stock Ratings Absolute Returns 

BUY  > 15% 

ACCUMULATE  -5% to15% 

SELL  < -5% 

This report is published by Nirmal Bang’s Institutional Equities Research desk. Nirmal Bang group has other business units with independent research teams 
separated by Chinese walls, and therefore may, at times, have different or contrary views on stocks and markets. Reports based on technical and derivative analysis 
may not match with reports based on a company's fundamental analysis. This report is for the personal information of the authorised recipient and is not for public 
distribution. This should not be reproduced or redistributed to any other person or in any form. This report is for the general information for the clients of Nirmal Bang 
Equities Pvt. Ltd., a division of Nirmal Bang, and should not be construed as an offer or solicitation of an offer to buy/sell any securities.  

We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates to current and historical 
information, but do not guarantee its accuracy or completeness. The opinions expressed are our current opinions as of the date appearing in the material and may be 
subject to change from time to time without notice. 

Nirmal Bang or any persons connected with it do not accept any liability arising from the use of this document or the information contained therein. The recipients of 
this material should rely on their own judgment and take their own professional advice before acting on this information. Nirmal Bang or any of its connected persons 
including its directors or subsidiaries or associates or employees or agents shall not be in any way responsible for any loss or damage that may arise to any person/s 
from any inadvertent error in the information contained, views and opinions expressed in this publication. 

Nirmal Bang Equities Private Limited   (hereinafter referred to as “NBEPL”) is a registered Member of National Stock Exchange of India Limited, Bombay Stock 
Exchange Limited. NBEPL has registered with SEBI as a Research Entity in terms of SEBI (Research Analyst) Regulations, 2014. (Registration No: INH000001436 -
19.08.2015 to 18.08.2020). 

NBEPL or its associates including its relatives/analyst do not hold any financial interest/beneficial ownership of more than 1% in the company covered by Analyst. 

NBEPL or its associates/analyst has not received any compensation from the company covered by Analyst during the past twelve months. NBEPL /analyst has not 
served as an officer, director or employee of company covered by Analyst and has not been engaged in market-making activity of the company covered by Analyst. 

The views expressed are based solely on information available publicly and believed to be true. Investors are advised to independently evaluate the market 
conditions/risks involved before making any investment decision. 

Access all our reports on Bloomberg, Thomson Reuters and Factset. 
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