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Executive Summary 
 

The multiplex industry has grown significantly over the last decade complemented by rise in per capita income, increasing 

discretionary spends and changing consumer preferences for an enhanced movie-watching experience. Increasing number of 

malls with multiplexes have also contributed to the shift from single screen theatres to multiplexes. As per ICRA estimates, India 

currently has around 8,200 film screens of which ~2,200 are multiplex screens and the rest consists of single screen theatres. 

Three states viz. Andhra Pradesh, Tamil Nadu and Kerala together account for half of the total single screens in India.  

The multiplex industry has seen significant consolidation in recent years with seven major acquisitions valuing over Rs 2,500 

crore since November 2012. This has led to considerable change in market dynamics with four major multiplex chains emerging 

as the prominent players. These four players, in order of their screen count as on September 2016, are PVR
1
 (557 screens), Inox

2
 

(429 screens), Carnival Cinemas
3
 (324 screens) and Cinepolis

4
 (269 screens). They together contribute to more than 70% of total 

screen count of the Indian multiplex industry. 

The multiplex screens in India have grown at a CAGR of 13.5% between 2009 and 2016, from ~900 to ~2200 screens in absolute 

terms during this period. Despite healthy growth, the screen penetration remains significantly low at six screens per million of 

population as compared to developed countries such as the USA, which is estimated to have over 125 screens per million of 

population with over 40,000 screens at the end of CY2015.  

ICRA expects the number of multiplex screens to cross 3000 by 2019 backed by increasing penchant for movie watching, 

increasing acceptance of regional as well as hollywood films and increasing number of retail malls especially in tier II and tier III 

cities which have started to witness development in recent years only. The share of single screens in overall screen base is likely 

to reduce with rapidly changing consumer preferences for better services, enhanced movie watching experience and comfort. 

Fixed cost constitutes almost 45% of total operating expenses incurred by a multiplex operator resulting in high operating 

leverage. Fixed cost includes rentals, power cost and employee expenses while variable cost is dominated by distributor’s share 

in the net box office collections. Given the high operating leverage in the multiplex business, industry’s overall profitabil ity is 

highly dependent on the occupancy levels which in turn depend on the performance of films at the box office – a key risk 
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variable. In order to maximize film exhibition revenues, the multiplex majors resort to dynamic pricing to attract higher footfalls 

during weekdays and morning shows.  Further, in order to diversify revenue sources film exhibitors have been focusing on non-

film exhibition sources such as food and beverage sales, advertisement income and convenience fee. For our sample of 

companies, share of non film exhibition revenues has increased from 32% in FY2011 to 40% in FY2016 in the total Operating 

Income. 

The film exhibitors, which include multiplexes as well as single screens, pay entertainment taxes (in the range of 0%-66%) to 

respective State Governments on their gross collections from the sale of tickets. The entertainment tax as a proportion of gross 

collection has been on an increasing trend and continues to impact profitability of the film exhibitors. ICRA, however, takes note 

of the Goods and Services Tax (GST) Bill which recently got the President’s assent after it was passed in both houses of The 

Parliament. Since Entertainment Tax is proposed to be subsumed in GST, implementation of GST at a favourable rate can bring 

down the levied entertainment tax and the same would improve the profitability of multiplex players as the entire benefit of 

lower entertainment tax is unlikely to be passed on to the customers. Nevertheless, reduction in ticket prices if any, could 

improve the occupancy. The profitability would also get a boost by the availment of input credit against taxes paid on rentals 

which was not the case earlier.  

In addition to high entertainment tax, another major challenge for the multiplex industry is timely implementation of under 

construction malls and receipt of required approvals. The actual screen addition through the organic route has remained lower 

than the planned addition over the last three years for the industry leaders. The same is attributed to delays in commencement 

of retail mall operations where the screens were planned to be opened. The delays in approvals will continue to impact the pace 

at which these players can grow going forward, unless the approval process is simplified.  

Financial Performance of Listed Multiplex Operators 

The leading multiplex players, PVR Limited and Inox Leisure Limited account for ~45% of the multiplex screen count with more 

than 980 operational screens in India. The consolidated operating income (OI) for these companies has grown at a CAGR of 

around 35% over a five-year period ending March 2016. Besides the acquisitions, the OI growth has been primarily backed by 

increasing footfalls and F&B spend per head during this period. The growth in consolidated OI moderated in FY2015 owing to 

poor box office performance of the released films, which led to a decline in occupancy and footfall/screen when compared to 

FY2014. The significant improvement in box office performance of films released in FY2016 enabled the consolidated OI to post a 

healthy growth of ~27% in FY2016.  

As mentioned already, the operating profitability of the industry remains a function of box office performance of the released 

films. Relatively higher operating leverage in the business further intensifies the impact on profitability. For a multiplex operator, 

the share of net collections with the distributor remains the most significant cost head and accounts for ~26% to 28% of the total 

operating income and ~42-45% of net box office collections. Of the fixed expenses, the most significant cost head is rentals 

(including Common Area Maintenance) paid to the mall owners. Over the last five years the rental per screen has increased at a 

CAGR of 9% for industry leaders, however, the rental /OI ratio has remained range bound in the range of 19.5% to 21%. The 
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consolidated operating profitability of sample companies
5
 has remained healthy in the range of 13-17% between FY2011 and 

FY2016, the volatility in profitability has been on account of a variation in box office performance of released films.  

Unlike single screen theatres, where exhibitors might have to invest in land besides construction of facility, the multiplex 

operators lease the required space relatively easily especially with growing Grade A retail development in the form of malls. On 

an average, the cost for setting up a multiplex screen is around Rs 3.0 crore in a tier I city, ~Rs 2.2 crore in a tier II city and Rs 1.5 

crore in a tier III city. The capex is generally funded by a mix of external debt and internal accruals. In addition to long term debt, 

the companies resort to working capital debt to meet their working capital requirements, primarily in the first and the fourth 

quarter of a financial year, wherein the fund generation is generally impacted due to seasonality. ICRA expects capex to continue 

for the multiplex majors in the near to medium term, largely to expand screen base. Debt protection metrics are expected to 

remain healthy, aided by adequate profitability levels and cash accruals, despite an anticipated increase in debt levels. 

The outlook for the multiplex industry remains positive owing to low screen density in India and increasing preference for 

multiplexes over single screen theatres. While the industry has seen significant consolidation in the last four years, the multiplex 

players are now likely to focus on organic growth, barring small acquisitions of regional players. Since most of the upcoming malls 

are being constructed in tier II and tier III cities, a majority of new screen additions would also be in such cities. Further, the 

growth in tier II and tier III cities would also be complemented by the improving state of the regional film industry. Nevertheless, 

the industry players would not leave any opportunity to expand their screen portfolio in metros and tier I cities as these account 

for most of their revenues and result in a relatively higher operating profit per screen in absolute terms.   
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