
Adlabs Entertainment Ltd.

Company Overview

Adlabs Entertainment limited is a leading player in India operating in
the business of entertainment. Adlabs currently owns and operates
Imagica - a Theme Park and Aquamagica - a Water Park both located
at Khalapur off the Mumbai - Pune Expressway in Maharashtra.
Imagica, which became operational on November 1, 2013 features a
diverse variety of rides and attractions of international standards,
food and beverages outlets and retail and merchandise shops,
designed to cater to a broad demography of the Indian populace.
Aquamagica which became operational on October 1, 2014 is also
located in tandem with the theme park. Novotel Imagica, a family
hotel is the new project under construction, the first phase of which
is expected to be completed by March 2015. Adlabs Mumbai is spread
over an aggregate area of around 132 acres at Khalapur.

Key Highlights

 Improved demographic factors in India such as urbanization,
increased proportion of young population, increased levels of
disposable income has created enormous opportunity for
entertainment business.

 The location of the park in the catchment area of two metro
cities is to augur well for the business.

 A perfect blend of international standards of entertainment and
the Indian tastes has created a niche offering for all the age
groups of the population.

 Continued addition of varied and innovative services would
provide the base for long term sustainability of the business.

 Experienced management, established brand image of adlabs
and innovative and aggressive focus on marketing would provide
growth synergies to leverage upon.

Recommendation
Adlabs Entertainments Ltd is valued at 6.8x and 7.1x on P/Bv basis at
Lower and Upper price band respectively. The company presently is
EBIDTA positive but due to high interest and depreciation cost the
company has loss of Rs52.5 crore as on March 2014. While comparing
the stock with Wondera Holiday, the company has relatively weak
valuation and return ratios. Ticket sales forms nearly 75 percent of
total revenue for Adlabs Imagica unlike 50% at the international theme
parks. Though there is significant operating leverage available to
Adlabs Imagica due to high fixed cost,  we believe  Wonderla's lighter
assets and near debt free balance sheet helps it to generate better
margin. We recommend to AVOID the issue.

ISSUE DETAILS:

Date of Opening 10th March 2015

Date of Closing 12th March 2015

Price Band Rs 221 - 230

Issue Size @ Rs 221 - 230 Rs.449.21 Cr - Rs. 467.50 Cr

No. of Share Offered 20,326,227

Face Value Rs. 10

BRLM Deutsche Equities India Pvt. Ltd.

Centrum Capital Ltd.

Kotak Mahindra Capital Co. Ltd.

Registrar Link Intime India Private Limited

Bid Lot 65 equity shares and in multiples

of 65 equity share thereafter

Post  Issue Share Capital Rs. 79.9 Cr

OBJECTS OF ISSUE

Description (Rs. Cr.)
Partial repayment or pre-payment of the
Consortium Loan 330.00

General corporate purposes [ • ]

Retail Research IPO Note

Sector: Entertainment Price Band (`): 221 - 230

09 March, 2015

Source: RHP, SSL Research

For complete information and a complete list of the risk factors,
please refer the Red Herring Prospectus.

Pre Issue No. of Shares %

Promoter & Promoter Group       47,417,239     77.01
Institutions                     -           -
Non Institutions       14,154,344     22.99
Public                     -           -

Total       61,571,583   100.00

SHAREHOLDING PATTERN

Post Issue No. of Shares %

Promoter & Promoter Group       45,417,239     56.84
Institutions                     -           -
Non Institutions       14,154,344     17.72
Public       20,326,227     25.44

Total       79,897,810   100.00
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Poised to Capitalise on the Increasing Propensity of Indians to Spend on Entertainment
Favourable macroeconomic and demographic factors such as economic growth, rising disposable income, a growing young
population, an expanding middle class and rapid urbanisation have resulted in the Indian population spending more on
entertainment. With the rise in education levels and exposure to international trends, Indian consumers are willing to pay a
premium for quality entertainment. Imagica - The Theme Park has been designed to provide a wholesome, day-long and
'value for money' entertainment option for guests. The park offers entertainment options for all age groups which are
comparable to and provide the international standards of entertainment.

Strategic location is the key
Adlabs Mumbai is located off the Mumbai - Pune Expressway. The per capita income of the two cities is way higher than the
average per capita income of the country. The park attract guests primarily from Mumbai, Pune and the rest of Maharashtra
and Gujarat, which are some of the more economically developed areas in India. Mumbai is one of the most populous urban
regions in the world. In addition, with a large base of corporates in this region, adlabs has the opportunity to market Adlabs
Mumbai as a venue for meetings, off-sites and other corporate events. In addition, Lonavala, which is 25 kilometres away
from Adlabs Mumbai, is a very popular weekend destination for the customer base in this region and offers an opportunity
to attract travelers to Adlabs Mumbai. Further the weather at the location of the park is suitable throughout the year for
outdoor holidays.

International standard of entertainment Customised to Indian Tastes and Preferences
The park is attractively themed and delivers high-quality entertainment, aesthetic appeal, shopping and dining options.
Wrath of the Gods, I for India and Mr. India are some of the popular themes of the park designed in accordance with
international quality standards and customized to appeal to the tastes and preferences of Indian customers. Further the park
has a large number of rides and attractions of various genres to keep the guests from different age groups and with varying
tastes and preferences engaged for an entire day. The consultants and vendors that have worked with many of the leading
theme parks across the world allows the park to leverage their expertise in customizing or creating the rides and attractions
of international quality standards for Indian requirements. The rides and attractions which are based on Indian mythology,
Bollywood and other popular themes develop an emotional connect with the guests.

Competitive Advantage through Entry Barriers
Adlabs has the ability to leverage the 'first-mover advantage' through Adlabs Mumbai. There are significant barriers to entry
into the business of theme and water parks in India and it is difficult to replicate a project of similar scale and size in the same
catchment area. Among the most important of these barriers is the need for significant capital expenditure to set up theme
and water parks, the difficulty to identify and purchase large and suitable parcels of land on commercially viable terms and
the long lead-time from the conceptualization to the launch of rides and attractions.

Capitalizing on experienced management
Our theme park operations team comprises highly skilled and dedicated employees with wide ranging experience in operations,
product development, business development and marketing. Mr. Manmohan Shetty is a well known entrepreneur in the
media and entertainment business in India and has more than three decades of experience in consumer-facing entertainment
businesses. He has also served on key industry bodies in India, including as the Chairman of the National Film Development
Corporation. Chief Operating Officer, Vincent Pinjenburg is an experienced theme park executive with more than two decades
of experience with small, medium and large sized parks and family entertainment centres across the globe.

For complete information and a complete list of the risk factors, please refer the Red Herring Prospectus.  •  Source: RHP

Investment Rationale
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Growth Strategies

 Develop Adlabs Mumbai as an Integrated Holiday Destination

Currently, a significant majority of visitors are residents of our catchment area, Mumbai, Pune, rest of Maharashtra and
Gujarat who make day-trips to our theme park off the Mumbai-Pune Expressway. With the launch of the water park and
the hotel, adlabs plans to market Adlabs Mumbai as a multiple day holiday destination and attract guests for a longer
stay. The management also intends to exploit the proximity of Adlabs Mumbai to Lonavala and Khandala, which are
popular hill stations to attract tourists. Adlabs intend to offer various cost promotion and combination packages of
admission tickets to the parks and stay at the hotel to take advantage of cross selling opportunities. In addition, the park
aims to market its facilities as a suitable venue for hosting wedding receptions, parties, conferences and meetings and
other corporate events.

 Focus on Increasing the Number of Guests Hosted

The management has strategic plans to increase attendance at the theme park over the near future. Awareness campaign
includes marketing of 'Adlabs' and 'Imagica' brands through effective media aimed at various target groups including
families, young kids, college students and young professionals and Offering a variety of ticket options and disciplined
pricing and promotional strategies to coincide with events and holidays throughout the year. Adlabs has confidence
over the word of mouth publicity marketing. The park intends focusing on sales and marketing initiatives in the secondary
catchment areas, such as print campaign from time to time in major cities like Delhi NCR, Bangalore, Hyderabad and
Jaipur, to attract tourists visiting the Mumbai - Pune region.

 Diversify revenue base

Sales of admission tickets comprised a significant portion of our total income for the period ended December 31, 2014.
The company has enhanced focus on increasing non ticket revenue. Adlabs will be focusing on F&B and retail and
merchandise operations by targeting the per capita spending of the guests. Adlabs plans to monetise the crowd movement
in the park by offering sponsorship opportunities to advertisers for special events, naming rights for our rides and
attractions, partnering in destination advertising and assisting in products and brand activations. With the completion
of the Water Park and hotel, adlabd intend to position Adlabs Mumbai as a destination for varying customer requirements,
including for entertainment, corporate meetings and off-sites, weddings and other events.

 Expand Existing Operations and Foray into New Geographies in India

In addition to the ongoing development of the water park and the hotel, adlabs aim to pursue other expansion
opportunities at the parks. The adlabs intend to add three to four rides and attractions over the next five years. The
management also intends to set up integrated holiday destinations in other locations in India, either through parks
owned and operated by the company or through a partnership or a franchise model. Adlabs have identified Hyderabad
as a new location to develop a new theme park. Adlabs will continue to place the theme parks and water parks near
each other, which will allow them to operate with reduced overhead costs and create cross selling opportunities.

Risk factors

 The theme park business is seasonal in nature, and may be affected by weather conditions, school vacations, public
holidays and weekends.

 The high debt levels of the company may expose it to various risks which may have adverse effect on the business
operations and ultimately on the profitability of the business.

 The company relies on the value of the brand, and any failure to maintain, protect or enhance awareness of the brand
could adversely affect the business and results of operations.
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For complete information and a complete list of the risk factors, please refer the Red Herring Prospectus.

ADLABS ENTERTAINMENT LTD

Pre Issue Post Issue

(Rs. in Cr.) FY14 FY14

Price Band

Particulars 230 221 230

Net Sales        103.7       103.7       103.7

Total Income        106.9       106.9       106.9

EBIDTA           3.8          3.8          3.8

PAT        (52.5)       (52.5)       (52.5)
Equity Share Capital          61.6        79.9         79.9

No of Equity Shares           6.2          8.0          8.0

Face Value          10.0        10.0         10.0

EPS         (8.5)        (6.6)        (6.6)
CMP        230.0       221.0       230.0

Cash and Bank          20.0        20.0         20.0

Debt     1,261.4    1,261.4    1,261.4

Market Cap     1,416.1    1,765.7    1,837.6
BV per share (Rs)          42.2        32.5         32.5

PE(x)        (27.0)       (33.6)       (35.0)

P/BV (x)           5.4          6.8          7.1

Enterprise Value     2,657.6    3,007.2    3,079.1
Mcap/Sales (x)          13.7        17.0         17.7

EV/Sales (x)          25.6        29.0         29.7

EV/EBIDTA (x)        707.8       800.9       820.0

EBITDA Margins (%)           3.6          3.6          3.6
Net Margins (%)        (50.6)       (50.6)       (50.6)

ROE (%)        (20.2)       (20.2)       (20.2)

ROCE (%)          (1.5)         (1.5)         (1.5)

Debt/Equity           4.9          4.9          4.9
Networth        260.0       260.0       260.0

Financials and Valuation Snap Shot:

Particulars. Adlabs Entertainment Ltd. Wonderla Holiday

Lower Band Upper Band

CMP (Rs) 221.0 230.0 272.9

Sales (Rs Cr) 103.7 103.7 179.4

EBITDA 3.8 3.8 84.5

PAT (52.5) (52.5) 51.2

M.cap (Rs Crore) 1,765.7 1,837.6 1,541.9

PE (x) (33.6) (35.0) 30.1

EV/Sales (x) 29.0 29.7 8.6

EV/EBITDA(x) 800.9 820.0 18.3

M.cap/Sales (x) 17.0 17.7 8.6

P/BV(x) 6.8 7.1 4.7

OPM (%) 3.6 3.6 47.1

NPM (%) (50.6) (50.6) 28.5

ROE (%) (20.2) (20.2) 29.6

ROCE (%) (1.5) (1.5) 37.6

Relative Valuation:


