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Moderator: Good day, ladies and gentlemen and welcome to the Q3 FY16 Earnings Conference Call of 

Brigade Enterprises Limited. We have with us on the call today Mr. Suresh Kris – Executive 

Director & CFO, Brigade Enterprises Limited; Mr. Om Ahuja – CEO- Residential, Brigade 

Enterprises Limited. As a reminder all participant lines will be in the listen-only mode. There 

will be an opportunity for you to ask questions after the presentation concludes. Should you 

need assistance during this conference call, please signal an operator by pressing „*‟ then „0‟ 

on your Touchtone phone. I now hand the conference over to Mr. Suresh Kris. Thank you and 

over to you, sir. 

Suresh Kris: That is for about 9 months that is in consolidated basis the total turnover is around Rs. 1,200 

crores and which is about 30% increase over the same 9 months for I would say previous 

year. And profit after tax is around Rs. 106 crores which is around 31% which is as published 

clause 41. But in the same clause 41 there is a note also about the profitability impact of the 

interest that is in to the estimates which we have included. We have also told in the interview 

in the morning the interest on the borrowings from the banks which we have also estimated 

till the repayment as well as the amendment as per the sanction is over has been estimated 

over about Rs. 100 crores as an estimated cost that the there is an impact in the gross profit 

for the project as a whole. 

 It will not going to impact the quarterly results or the financial results which will be 

published in the future or in the past but the gross profit of the project has been reduced to the 

extent of the interest whereby we are increasing the estimated cost only. Normally we used to 

do on quarter-on-quarter basis whatever the actual interest which will be increased to the 

estimate as well as the actuals. 

 The whole impact in the profitability on a consolidated basis is around Rs. 33 crores. And 

again in the last year we do not have the component accounting of depreciation whereas for 

FY15-16 we have also done the component accounting of depreciation wherein the excess 

depreciation is around Rs. 12.5 crores whereby around the total profit will be increased by 

about 75% instead of 31% for 9 months. 

 The same impact on to the I would say quarterly results that this Q3 results. The sales 

turnover is about 48% increase over Q2 and about 39% increase over the same quarter last 

year. And the profit after tax it is about Rs. 40 crores as per the published results it is about 

2% lesser than the previous quarter that is Q2 whereas when you give the same effect of this 

again Rs. 33 crores only because the component accounting is the same for Q2 and Q3. 

 Then the increase in profit is 71% instead of minus 2% whereas the same quarter last year it 

is not minus 26% it is around 43% giving the effect of the interest impact as well as the 

component accounting of depreciation only for this quarter. So we have taken a hit only in 

this quarter for all the projects up to this I would say quarter about Rs. 33 crores which is the 

profit impact. When you want to compare apple-to-apple about 75% increase for 9 months 

and 71% for quarter-to-quarter and about 43% for the same quarter for this year end last year. 
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 The total interest provided is about I would say more than about Rs. 100 crores for the whole 

project. And again it will not have any impact on the cash flows either in present or in future. 

This is only in the estimated cost that has been reduced in the gross profit of the project that 

is why we are only seeing even in the segment reporting which will be discussed in may be 

few slides later. Actually we have it will take affecting our EBITDA also which would 

around 8% lesser than normal EBIDA. 

 And the sales contribution for this quarter it is around Rs. 373 crores from Brigade and about 

Rs. 75 crores each from other two subsidiaries I would say JVs which is Brigade Properties 

Private Limited where the Cosmopolis project is there. And again BCB Developers where the 

Brigade Orchards project is there. 

 During this quarter about 4 projects which has contributed a revenue of about Rs. 150 crores. 

One is the Northridge and the other is Nalapad Center and then Orchards Cedar and Parkside. 

The gross contribution of the gross profit is around Rs. 50 crores. And on 9 months basis out 

of Rs. 1,200 crores about Rs. 978 crores from Brigade and about Rs. 125 crores each from 

BCB and BPPL. 

 And there could be again a question on the increase in the interest. Increase in interest is 

again due to the capital structuring in the BPPL whereas the interest has been provided and 

paid to the investors by way of interest on debentures and of course some increase in 

utilization of the loans for about 9 months there is some about Rs. 2,300 crores on the  

 Even though there is an interest rate reduction from about 11.9% from March to about 10.9% 

for December. And we have the consolidated again segment analysis the EBITDA level for 

the company is around 31% which has been maintained throughout. And we have also given 

the cash flow. The cash from operation is positive about Rs. 97 crores and cash collection is 

steady from all the segments and I would say majority have been contributed by I would say 

real estate segment. Out of Rs. 518 crores about Rs. 375 crores is from real estate and balance 

from leased rental and hospitality. 

 And if it also see the figure in the cash flow about Rs. 496 crores avail and about Rs. 431 

crores repaid which is due to one loan by way the top up loan in to the LRD where the old 

LRD‟s loan has been closed and again for the same amount new LRD has come. The whole 

effort of this is about Rs. 250 crores the interest nudged it up also. 

 And as far as the funds deployed is concerned I would say debt-to-equity ratio is about 0.88% 

earlier it was 0.89%. There was no significant increase in the debt say for this quarter. May 

be during Q4 because of some of the additional borrowings it may go up to 1:1 because we 

may be acquiring some of the land as well again the CAPEX expenditure. And the rating has 

been steady and I think during this quarter ICRA has rated A with positive outlook at least 

about half notch better than the earlier one. A with stable outlook. 
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 As far as the sales is concerned actually we have little over 0.4 million square feet that is 

during this quarter and then overall it is about 1.8 million square feet which it is like does not 

include any land ownership even though it is about 16% say lesser than the same period 

previous year. And the average realization for this quarter is around Rs. 5,500 and then we 

are been steady even for 9 months which is Rs. 5,500 which is slightly higher than the 

previous year of about Rs. 5,000 which is about 10% higher even though we have been 

contributed by the price increase of the new projects by about 10% to 12% the year-on-year 

basis at the project level itself. 

 Then as again in summary we have about 20 million square feet ongoing out of which about 

18 million square feet is from residential and about 1.5 million square feet from commercial 

and 0.5 million square feet of hospitality. Out of the 18.2 million square feet the land owner 

share is 2.75 million square feet and other share is about 15.5 million square feet we have 

sold 8.2 million square feet balance 7 million square feet is to be sold. 

 Total sale value is Rs. 7,900 crores out of which sold value is Rs. 4,000 crores and we have 

also collected Rs. 2,600 crores so far out of this Rs. 4,000 crores and balance to be collected 

including the unsold portion is around Rs. 5,400 crores. And so far we are now recognized 

around Rs. 2,000 crores as a revenue only for the launched project and about Rs. 5,900 crores 

is to be recognized over a period of 3 years based on the sale as well as on the construction 

spend. 

 On to the cash flows on to the launched projects it is around Rs. 2,600 crores and even when 

you go and consider the about Rs. 900 crores of the present borrowings it is around Rs. 1,637 

crores is the net operating cash flows only on the launched projects. Maximum period is 

about 3 years.  Then as far as the leasing is concerned we have.63 million square feet out of 

which 1.5 million square feet has been already leased out and again slight change in the 

leasing is due to WTC that is for steer engineering about 9,000 square feet and in Orion Mall 

I mean there are about two parties which vacated total 2000 square feet. 

 And as far as the hospitality business is concerned the occupancy rate is very good. It is 

around inches now 81% for the 9 months and for again Sheraton it is 87%. Grand Mercure is 

about 81% and then Sheraton is 87%. GOP for Grand Mercure is around 48% and for 

Sheraton it is around 40%. 

 As far as the CAPEX is concerned our total CAPEX estimate is Rs. 836 crores breakup of the 

commercial is around Rs. 469 crores and then hospitality Rs. 357 crores. Spent on to the I 

would say commercial segment around Rs. 350 crores balance Rs. 119 crores the spent. The 

maximum period is about only at 2.5 years. And then in terms of again hospitality Rs. 210 

crores has been spent and around Rs. 147 crores is balance. So maximum period you can take 

it as about 2 years for all the CAPEX on the launched projects. 

 As far as the land bank is concerned we have 545 acres of land and around Rs. 1,300 crores is 

the total cost out of which around Rs. 800 crores has been paid and balance Rs. 500 is 
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payable. And this land bank is capable of developing around 49 million square feet and our 

share is around 37 million square feet and then majority is I would say residential which is 

around 25 million square feet and then majority of the projects will be in Bangalore. Out of 

37 million square feet around 30 million square feet will be in Bangalore. 

 And as far as the new launches is concerned we want to launch around 6 million square feet 

during this year out of which we have already launched around 2.7 million square feet. We 

may expect around 2 million square feet to be launched during the period. 

 And if you have any other questions you can now ask us. 

Moderator: Thank you very much, sir. Ladies and gentlemen, we will now begin the question and answer 

session. The first question is from the line of Vinod Malviya from Florintree. Please go 

ahead. 

Vinod Malviya: Sir, just wanted to understand the sales volume. Earlier you were doing sales of around 7 

lakhs square feet on a quarterly basis. This quarter your sales have come down to 4 lakhs 

square feet. So what would be the reason for that and going forward what would be the likely 

run rate on a quarterly basis? 

Om Ahuja: I think what happens is basically we had a pre-launch last year in the same quarter and this 

year we had not so many pre-launches or launches I would say in this quarter. That is the 

primary impact I would not say that there is any material impact in terms of the existing 

projects but it is only the extra kicker what you get in terms of launching new projects. 

Vinod Malviya: So generally this in case if there was a let us say the similar kind of launches what would be 

the likely run rate would have been 4 lakhs odd square feet you have sold in this quarter what 

would be the? 

Om Ahuja: I think it will be very difficult to say that what will be the likely run rate because if the 

projects which we are having in the pipeline and which we hopefully will launch once we 

have approvals in place we should be doing well. I would say that the run rate would have 

been far better than what was in the past. 

Vinod Malviya: And second thing on this pre-launch and launches like what is the major difference in this 

pre-launch and a launch thing? 

Om Ahuja: See the pre-launch and launch is primarily we normally do launch only after getting 

approvals and pre-launch is something which we are having almost 70%, 80% of approvals 

in place. Only it is a matter of one or two small things to happen in that. Then we do a pre-

launch. 

Vinod Malviya: So in a pre-launch how much of the area is available for sale in generally? 
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Om Ahuja: See we normally restrict it to 10% to 20% of the area in the pre-launch phase. 

Moderator: Thank you. The next question is from the line of Prem Khurana from Anand Rathi. Please go 

ahead. 

Prem Khurana: My question is somewhat related to the question answered earlier. So as far as volumes are 

concerned there is appears to be one of the weakest quarter over the last three years equal to 

only around 0.4 million square feet of area in terms of pre-sales. So how should we see that it 

was only because of the fact that we could not launch any new projects during this quarter or 

you do believe that the markets are kind of going little slow or going weak even further sort 

of? I mean what would you attribute this to as in I mean if you were assign a proportion as in 

terms of percentage and how much would be on account of markets going slow and how 

much would be on we not managing any new launch during the quarter? 

Om Ahuja: Yes, I think see there is a market report suggest that there is a 10% dip in the overall market 

volume in the Bangalore market per se in terms of residential field. If you take that in to 

factor in to consideration what you saw is one or two launches we delayed in to next quarter 

primarily keeping in mind the Chennai floods and there are lot of rains in November and that 

is basically November being a very slow month with lot of holidays built in. So we thought it 

is basically prudent to push one or two launches to next quarter. Keeping that in mind I guess 

beyond that I think December was a good month. We could see the revival in the market and 

January also continues to be a good month. 

Prem Khurana: And what kind of full year target are we looking at now given the fact that this quarter has 

been somewhat weak so would we be able to kind of repeat the kind of performance that we 

could deliver in FY15 because to be able to deliver that we would have to do almost 1 million 

square feet of area and then Rs. 450 crores of due sales for? 

Om Ahuja: We are geared for that in terms of three new launches which are lined up for this next two 

months. That is what we are targeting. 

Prem Khurana: And on P&L side we took a hit of around Rs. 33 odd crores during the quarter because of 

periodical review of our cost estimates. I mean I heard sir saying in the CNBC that the total 

revision that we have seen across the project is around Rs. 100 odd crores and out of that Rs. 

33 crores has been kind of recognized in this quarter. So this Rs. 100 odd crores would be on 

a base of how much I mean what was the total cost of these projects and wherein we have 

seen this Rs. 100 odd crores of increase in cost estimates? 

Suresh Kris: Again cost estimates basically it is an interest cost and the borrowed funds. Again that is on 

quarter-on-quarter basis we used to take what is the actual interest paid and which has been 

put to the estimates to go and estimate the cost so accurately we have also included the total 

interest cost for the project keeping in mind the repayment schedule of the loan and even 

there is an un-availed portion that also assume that it has been availed as per the business 
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plan and what could be the probable interest on the project. That is there and added with the 

estimated cost. So it is not having any impact on the cash flow anyway. 

Number one, I mean cash flow of the project. Because you are owing an increase in the 

estimate cost the gross profit for the project will come down assuming that it was around 

35% it may now because of the bulk increase in the interest cost the gross profit will come 

down to 30%. And the 30% impact on the already launched and ongoing projects from the 

date of launch till date the whole effect has been absorbed in to the same quarter. Otherwise it 

will not have any profitability and going forward the margin will be very good because we 

have taken about 8% margin hit in the same quarter. Going forward the gross margin has to 

be better…. 

Prem Khurana: So sir, if I were to understand you correctly I mean this is not related to any specific project I 

mean you have taken this increase across the board so? 

Suresh Kris: Yes, across the board wherever you have a borrowings from the banks. 

Prem Khurana: And on land payment side we have some Rs. 500 odd crores of land payments due this is 

payable over what time? 

Suresh Kris: You can say over a period of 1.5 years because the again major payment is to about one of 

the land which has been allotted by KIADB. So as soon as the land is getting allotted then we 

will pay. 

Prem Khurana: So apart from our normal construction outflow we would have around Rs. 500 odd crores of 

outflow towards land bank and then another around Rs. 300 odd crores towards your CAPEX 

plan, right? 

Suresh Kris: Yes, because we have a very good cash flow even from the Synopsis slide you have around 

Rs 2500 crores over 3 years and then again that will be sufficient for any future growth or 

even some of the what you call balance projects to be undertaken plus again we have the 

bank loan because whatever your actual repaying during this period the same amount for the 

existing just as the new projects will be able to take. 

Prem Khurana: And just one last if I may squeeze in. Any update on this Brooke Bond land and the GIFT 

City land that we acquired last year? 

Suresh Kris: There is no further development in to the GIFT City. I think we may do construction may be 

in the next financial year depending on the demand in the region. 

Prem Khurana: And how about this Brooke Bond land that we had acquired in Bangalore with GIC? 

Suresh Kris: Which are under the different stage as well as the approval stage like this and may be during 

next year we may do some construction there. 
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Prem Khurana: But we are planning a residential or a commercial now I mean initially it was meant for an IT 

SEZ what exactly is the plan are we planning to go ahead with the same approval or are we 

planning to get it and wanting to do residential? 

Suresh Kris: Same approval. 

Moderator: Thank you. The next question is from the line of Adhidev Chattopadhyay from Elara Capital. 

Please go ahead. 

Adhidev Chattopadhyay: Firstly, could you just give us an idea on what is the approvals in Bangalore because I believe 

for last six months it has been pretty slow? So what is the sort of improvement we are seeing 

and how confident are you of launching all the projects you have given in the presentation? 

Om Ahuja: Well, I think you are right. The process is little slow and we are in different levels of stages 

of approval process in most of these projects and we are also hoping that we should be 

getting this approval soon to help us to launch these projects and across Chennai and 

Bangalore put together. 

Adhidev Chattopadhyay: Do you expect any more like whatever stoppages or anything or is it fairly certain that we 

will definitely launch these projects? 

Om Ahuja: Of course we are confident that we will be launching these projects provided may be in to 

this final approval. I think we are just hoping that we will be getting in next few days. 

Adhidev Chattopadhyay: And Chennai also you would be launching in this quarter itself or? 

Suresh Kris: Yes, we again the similar stage there. We are waiting for the final go ahead that is what is the 

pending aspect like. 

Adhidev Chattopadhyay: So for next year what is the sort of sales run rate that we are looking to target any ballpark 

figure over there? 

Suresh Kris: See we are looking to get we have been doing between 2.5 million square feet and how to 

cross the 2.5 million square feet is what is the game plan. With the line of launches we have 

we have not listed all the new launches which we are planning to do this year but next year 

the new launches put together we should be targeting over 3 million square feet to 3.5 million 

square feet. 

Adhidev Chattopadhyay: And next just wanted to get some sense on the upcoming hotel properties now so over the 

next one year which are the hotel properties becoming operational and how many rooms they 

would broadly have and in the initial phase what sort of revenue and EBITDA are you 

targeting as a company just a sense on that? 
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Suresh Kris: May be during Q4 I think one hotel will be operational which is Grand Mercure in Mysore 

and again Q1 of next year it could be Holiday Inn, Chennai and may be 2017-18 we will be 

having the Holiday Inn Express in Race Course Road, Bangalore.  

Adhidev Chattopadhyay: Sir, anything on the Kochi hotel; WTC Kochi when will that get operational? 

Suresh Kris: Kochi we are now starting the construction. It can take around minimum 2 years to 2.5 years 

from now. 

Om Ahuja: It is for Sheraton and not the WTC. 

Adhidev Chattopadhyay: Then just to add your stands on what is the sort of like operational performance you are 

looking for the hotels in the initial years? Are you expecting an EBITDA breakeven in the 

first year itself or only the second year onwards you are expecting an EBITDA breakeven or 

there are new portfolio of hotels? 

Suresh Kris: That is going to be launched; our to be launched hotel or operational hotel definitely 

EBITDA will be positive, there is no doubt about it. It is not even breakeven it is to be the 

total EBITDA will be positive. The Grand Mercure will be around 150 rooms and we now 

expect it would at least about 50% to 60% occupancy daily. 

Adhidev Chattopadhyay: Sir, and lastly on the rental property now just wanted to get a sense like over the next year 

which all properties will come on stream and of this all properties how much of the portion 

would be preleased as of now and if you could share some percentage? 

Suresh Kris: out of this 0.9 million square feet major projects like in WTC, Kochi as well as Orion East 

will be operational in about 6 months. One during this quarter that is Orion East will be 

operational may be end of this quarter and again Kochi may be in the next quarter. Out of this 

more than about 75% has been preleased. In Kochi around more 2.5 lakh square feet has been 

preleased and in Orion East it is more than about 1.6 lakh square feet i.e, about 78% has been 

leased out of this. 

Adhidev Chattopadhyay: So then incrementally how much rental you expect next year from the new operational 

properties so in terms of rental income? 

Suresh Kris: Along with the escalation of the existing as well as this one at least about Rs. 50-70 crores 

will be coming in the next year. On an annual basis. 

Adhidev Chattopadhyay: So then on an aggregate as a company how much rental income are we targeting next year on 

a gross basis? 

Suresh Kris: It will be around Rs. 250 crores to Rs. 275 crores minimum. 

Adhidev Chattopadhyay: This is in FY17 you are looking at? 
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Suresh Kris: Correct. 

Moderator: Thank you. The next question is from the line of Himanshu Uphadyay from DHFL 

Pramerica. Please go ahead. 

Himanshu Uphadyay: There is one question I had on bookkeeping question. In the slide 31 it says that there is a Rs. 

46 crores of balance CAPEX in Grand, Mysore the hotel. And the other place it is written 

that in the press release it is stated that the hotel is complete and will start operations. So is 

this Rs. 46 crores because if I just see the numbers it means around 50% is balance CAPEX? 

Suresh Kris: Basically these are all in the finishing stage where the bills have not been submitted to the 

respective company may be to the extent of Rs. 25 crores or something. Obviously we may 

not have accounted this because bills have not been though advances have been paid. And 

then the company follows the approval accounting and not cash accounting. Obviously we 

would not have booked these expenditures and once about 90% to 95% of the estimated cost 

has been incurred and the balance would have been paid over a period of 6 months, 8 months 

depending on the work. It is on the if the final bills or I think the finishing all these things 

will come only after about 6 months to one year. 

Himanshu Uphadyay: And one more question was on in the last quarter the Star Bazaar moved out of that Orion 

Mall and has any customer come out and has there been any other customers means moved 

out of Orion Mall because? 

Om Ahuja: Yes, we are discussing with brand like Shoppers Stop and HyperCity  and negotiations are 

currently going on. 

Himanshu Uphadyay: And will they start this from next quarter the revenue earnings in Orion Mall again will we 

get that 90% plus leased out? 

Om Ahuja: Hopefully in the next quarter onwards we will start seeing the revenue. 

Himanshu Uphadyay: And is it substantially better than previous one or how is it means profit sharing or? 

Om Ahuja: Yes, it is substantially better. 

Himanshu Uphadyay: And one more question was on this WTC Kochi, so will again that start from 1st April and 

we stated that around 2.25 lakhs square feet has been leased out. Any further increase in the 

leased out or it is around that figure only? 

Suresh Kris: Yes, it is around 2.44 lakhs square feet that is the there is a slight increase over last quarter. 

Himanshu Uphadyay: And will it start earning from next means from April quarter? 

Suresh Kris: Yes, definitely. 
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Himanshu Uphadyay: And in Orion Mall East how much has been leased out you said I could not hear that? 

Om Ahuja: 75% to 78% is what we have already confirmed. 

Himanshu Uphadyay: And are the reach near to the Orion Mall or means how are they reach in Orion East? 

Suresh Kris: Those are very close to that brand. 

Himanshu Uphadyay: One more question I had we really have done a JD with Yuken in India for 6 acres. What is 

the developable area in that and is it commercial, residential project and by when do we think 

we will be completing the projects means one project entry what we have in this quarter? 

Suresh Kris: I think it is too early to talk about development. Let us go and finalize the deal and do that. 

May be next call we will talk about that, once it comes. 

Moderator: Thank you. The next question is from the line of Saurabh Jain from HSBC. Please go ahead. 

Saurabh Jain: The question is relating to your hospitality business. So I see that you are doing an EBITDA 

margins of about 36%. So are these a peak margins that you are expecting and it will be the 

same going forward or do you see an improvement in these margins only from these two 

hotels? 

Suresh Kris: Though it is not peaked out but we are actually doing better than any other hotel in 

Bangalore. That is what we used to get the report. And I think we will be able to sustain in 

these EBITDA margin even in the future plus whatever will be escalation in to the rates 

definitely we will be able to reap that benefit. 

Saurabh Jain: And given that your new hotels will be coming up in other cities like Chennai and other 

places. So will this margin will you be able to do even this margin or the margin will be 

better in those hotels? What do you see in the markets per se? 

Suresh Kris: Actually we need to see after our experience but that is for the new established hotels we do 

not think that we will be able to achieve this kind of EBITDA margin in to that. May be in 

about a year or so we may go and pick up these are all depending on the occupancy rate also. 

Saurabh Jain: So the hospitality business is as you said in Bangalore you are doing better than the other 

hotels. How is it in the markets like Chennai, the business will be better or from Bangalore 

how are the things on macro perspective? 

Suresh Kris: See the location really matters in the hotel and specifically when it comes to Chennai on the 

OMR Road at the junction of the OMR Road basically before the toll gate is the hotel 

property what we have in Chennai. And location really matters in that particular locality you 

really do not have too much of supply in terms of rooms and that gives us the location 

advantage and that is what is our optimism with regard to the property there. 
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When it comes to Mysore there is only one other branded hotel in the city and Grand 

Mercure will be second branded hotel there. And considering the kind of tourism demand 

which Mysore caters to we are quite hopeful that our location as well as the branded hotel 

will really matter. 

Saurabh Jain: And also in your residential business I do not think we have any projects in Hyderabad yet? 

Suresh Kris: We do have a project in Hyderabad in Banjara Hills, Road number 7. 

Saurabh Jain: So how is it doing? 

Om Ahuja: Well, I would say it is Rs. 5 crores ticket size project and with a velocity what it is giving at 

this point of time we think it is fairly decent. 

Saurabh Jain: And any plans of new launches in Hyderabad? Do you see that market coming up now post 

all these political issues settling down? 

Suresh Kris: The market data reflects that there is demand of uptake almost 20%, 25% in Hyderabad in 

residential space. So we are quite optimistic about that market and we are scouting for good 

deals there. 

Saurabh Jain: So no immediate plans of launching anything or no rush as such? 

Suresh Kris: We are in rush but we need to tie up the land parcel. 

Moderator: Thank you. The next question is from the line of Samar Sarda from Kotak Securities. Please 

go ahead. 

Samar Sarda: My first question is with regards to your launches. Now in your comments you mentioned 

you might launch three projects during this quarter like one month is already done. But your 

slides 21 and 22 you talked about 6, 7 launches in your residential segment and a few more 

on your commercial segment. So what would be the realistic launch pipeline for this quarter? 

Om Ahuja: Well, I would say most of the projects as you said we are waiting for the final approvals and 

as a policy the company we do not normally launch a project unless we have approvals in 

place. So we are optimist at this point of time. 

Samar Sarda: But again like if I total the number of projects it would be around about 3 million square feet 

from a bandwidth perspective like the company have suitable bandwidth for launching 

projects in different cities because it is Chennai, Bangalore, Mysore? 

Om Ahuja: We already have functional teams in most of the cities and most of teams are geared up for 

launches. 
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Samar Sarda: Now you did comment on no pre-launches in the third quarter but typically third quarter is 

usually better on sales even on the operational projects. So one is of course something to do 

with the company on sales. The other is do you really believe there is some ready and unsold 

inventory in the Bangalore market? 

Om Ahuja: Well, again it is very difficult to comment upon the Bangalore market and the unsold 

inventory because every research houses its own view on the market. It is very unfair on our 

part to comment upon that but we see at this point of time real unsold apartments in the 

market but the key is not that what you see in cities like Delhi or Mumbai. Bangalore has 

much more robust one. It is more not the investor‟s market it is actually user‟s market. 

Samar Sarda: The third question was on your direct cash flows now Mr. Suresh, have you like restated 

some of the previous quarter numbers in this quarter? 

Suresh Kris: Yes, we have done some of the numbers again restated and then I think I would reclassified 

also. 

Samar Sarda: And my final question was on the cost increase you have taken, you mentioned you have 

taken the interest cost. So if I just break it down have you seen any direct construction cost 

increase versus what you had budgeted? 

Suresh Kris: The answer is, no. 

Samar Sarda: And on the interest payments now even when your budget your construction cost you will 

typically take interest cost also in your construction budgets, right? 

Suresh Kris: May be a separate line item for the estimated cost we used to have the construction cost and 

we have the approval cost and we have the project overheads and again as per AS7 we will 

also consider the interest cost. 

Samar Sarda: So I did not really get the explanation on like why was the cost increase taken so that the 

entire project interest is now been considered including the repayment of your loans? Can 

you please help me with that again? 

Suresh Kris: Yes definitely. Normally once you go for the estimate of the project especially for AS7 

computation we will take only construction cost and project overheads and the approval cost 

and then since the project is launched without any loans obviously the interest cost will be 

zero. And if you are going for any bank loan then whatever will be the interest under the 

bank loan you go and procure the estimate as well as in the actuals. 

So the total estimated cost is going on increasing only based on the interest accrued up to that 

particular quarter. Then we thought that instead of doing that better you go and restate the 

interest till the entire borrowings is also done and the entire repayment also done. What is the 
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quantum of interest estimated that also you go on add with the estimated cost in the project. 

That is what we have done. 

Samar Sarda: So this is like done by your company or is there are some rule which was come from ICAI to 

like take it like this? 

Suresh Kris: We are talking about the interest and the EY also was again I was suggesting about better you 

restate your interest estimate so we have taken the hit because anyway profit is also there and 

we can take the hit after this. Rs. 33 crores is the onetime hit we have to take at least again 

going forward it will not reduce at all. And that we are now going towards the accuracy. 

Samar Sarda: And say just hypothetically if your project sales are much better than what you have 

estimated and you will not drawdown the complete debt which you had sanctioned for the 

project. Then in the future this cost of the project like cost of interest on the project will also 

come down? 

Suresh Kris: Absolutely, you got it. 

Samar Sarda: But just to reconfirm again you have not taken any like budgeted construction cost increase 

so it is only to do with the interest? Just a final thing. You have done roughly 1.8 million 

square feet of sales in the first 9 months and like last five years you have been growing on 

your sales number. Do you think you will reach about 2.8 million square feet a number or 

even your sales value for last year which is around about Rs. 1,420 crores for FY16? 

Om Ahuja: Well, I think as I mentioned earlier there are pre-launches basically which are lined up in this 

quarter is going to be crucial for us in terms of crossing the number of last year. 

Moderator: Thank you. The next question is from the line of Saurabh Kumar from JP Morgan. Please go 

ahead. 

Saurabh Kumar: I am just referring to the slide 31 and slide 6. Just trying to estimate what will be your 

EBITDA on your lease rent and the hospitality business in FY17 and FY18 once the entire 

CAPEX is finished? So you said that the rental will move to Rs. 270 crores next year, right? 

Suresh Kris: Yes. 

Saurabh Kumar: And you should have a similar margin of 74%, 75% in FY17? 

Suresh Kris: It may not to be that extent definitely it will be over 65%. 

Saurabh Kumar: And what will be the reason for that? Is this stabilization period or? 

Suresh Kris: No, because of the average realization of so when all the other again property is not like this 

existing ones. That is the reason for it. 
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Saurabh Kumar: But should not you get some operating leverage on your admin and all? 

Suresh Kris: Yes, that will be there then the property tax has to be paid on square feet. 

Saurabh Kumar: And on FY18 how much do you go to? 

Suresh Kris: That will be too much for us to estimate but you can take around 15% for three years or about 

5% per annum definitely you can take plus some more projects may come during that period 

which we need to estimate. 

Saurabh Kumar: But they will not suddenly come off for commissioning in FY18? What I am trying to 

understand is you spent about Rs. 400 crores I mean if I look slide 31 you have spent 

something like so the total project cost is Rs. 470 crores and you are saying Rs. 70 crores 

incremental rent just in FY17 may be another Rs. 40 crores, Rs. 50 crores in FY18. So your 

yield on cost looks to be very, very high like not of 20%? 

Suresh Kris: Total yields on the cost only, this is not on the CAP rate or something. 

Saurabh Kumar: No, I am not talking about CAP; I am talking about cost. So yield on cost I have from what I 

understand it is like max 14%, 15%. You seems to be indicating a number which is way 

above that, it is like north of 20% so? 

Suresh Kris: Yes, the lease rental in this I mean the region is like that. When you take about 1 million 

square feet and we are talking only about I think maximum of about Rs. 70 crores. I mean 

sorry, this is on total about Rs. 250-270crores which also includes again 5% escalation on the 

still to be leases in the existing portfolio. 

Saurabh Kumar: But that will be Rs. 10 crores I mean there will not be much? 

Suresh Kris: No, it is Rs. 200 crores is the existing one. So Rs. 20 crores will come from or about Rs. 10 

crores from escalation and about minimum Rs. 50 crores from the new projects. 

Saurabh Kumar: So Rs. 60 crores is coming from your new projects and another Rs. 50 crores in FY18 may be 

Rs. 40 crores, Rs. 50 crores? 

Suresh Kris: Around Rs. 250 crores to Rs. 270 crores. 

Saurabh Kumar: And on the commercial projects so basically again so this Rs. 800 crores CAPEX when is 

this fully done again what does this EBITDA moves up to? 

Suresh Kris: We have not computed the EBITDA move but we will be there is a long run we will be able 

have overall EBITDA about 30% to 32%. 

Saurabh Kumar: But that is then what are your revenue in that case? 
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Suresh Kris: Probably I am talking about. 

Saurabh Kumar: Like whatever is there but you do not cost this something like 5%, 6% I mean best case so 

one, this will suggest that the you will add about Rs. 48 crores to Rs. 50 crores max. Is that 

the number which look profit to you? 

Suresh Kris: Can you please repeat the question? 

Saurabh Kumar: I mean like in the hotels the yield on cost tends to be 6% to 7% best cases. So this Rs. 800 

crores will add probably Rs. 48 crores to Rs. 50 crores? First year I am talking about 

obviously. Second year I mean to say post stabilization. 

Suresh Kris: This again Rs. 800 crores is for the entire CAPEX it is not for hospitality. The hospitality is 

only Rs. 357 crores. 

Saurabh Kumar: And just last question on this margin. So why was QoQ was at why was the margin down? 

Suresh Kris: That is in my first statement I have also told you. If at all we have considered the interest 

estimate which has been included Rs. 33 crores the hit we have taken in to this quarter. 

Otherwise again it is Q3 and Q2 it is 71% instead of minus 2%. And again Q3 FY16 as well 

as Q3 FY15 the minus instead of minus 26 it is 43% plus. We have just taken the hit on the 

project estimate by way of interest what the estimation. Otherwise when you go on which 

was not there in earlier period either in Q2 or Q3 of last year. When you go and compare 

apple-to-apple it is 71% higher and 43% higher. 

Moderator: Thank you. The next question is from the line of Danish Mistry from Tata Mutual Fund. 

Please go ahead. 

Danish Mistry: Just one question on that interest part. So now it is only a one-time adjustment, right? There 

are no more adjustments coming in now? 

Om Ahuja: Definitely, no. 

Danish Mistry: And one more thing on the HUL land. What was the total land area, sir? I mean the total 

developable area if I may ask? 

Om Ahuja: Brookefield, it is over 25 acres. Then what is your question? 

Danish Mistry: The developable area in terms of square feet because we were planning IT, right? 

Om Ahuja: Yes, developer area is around 3 million square feet plus. 

Danish Mistry: And all are for IT? 

Om Ahuja: Presently it is IT. 
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Danish Mistry: Any plans to convert it to Resi or is the company‟s strategy to go with IT? 

Om Ahuja: I would say presently it is IT. 

Danish Mistry: And sir, in terms of and you also mentioned that your debt will go up to 1:1 because there 

could be some land payments etcetera is that for the Chennai land? 

Om Ahuja: You can say that but we have this CAPEX we have about Rs. 300 crores and we have also 

again bank loan lined up and other loan lined up. And as of date we have unutilized and un-

availed loan of about Rs. 1,100 crores. 

Danish Mistry: So we have that much levy to still borrow? 

Om Ahuja: Yes. 

Danish Mistry: But for this Chennai land have we paid any advance money or what? 

Om Ahuja: So far, no. 

Danish Mistry: So it is just like kind of agreement that we have entered in to pay later on? 

Om Ahuja: Correct, you can say that. 

Danish Mistry: And when do you think we will be paying this money is it subject to some approvals etcetera 

or what? 

Om Ahuja: No, the land owners do not get you approvals and all.  

Moderator: Thank you. The next question is from the line of Sandipan Pal from Motilal Oswal. Please go 

ahead. 

Sandipan Pal: Sir, just one question on the slide 31 on the CAPEX side. So which are the projects which 

will be operational in FY17? 

Om Ahuja: FY17 including FY16 I will tell you. Orion East, Vantage, Chennai and WTC, Kochi. 

Sandipan Pal: So these three projects together will account for around Rs. 70 crores? 

Om Ahuja: Which is minimum of Rs. 50 crores. Balance is only small. Bhuwalka will again also come 

during ‟17 but some more expenditure we need to do otherwise we were also the saying that 

and in to the hospitality Holiday Inn we can say excepting Holiday Inn Express which will be 

in to ‟16-‟17 definitely. 

Sandipan Pal: So remaining three will be in ‟16-‟17? 
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Om Ahuja: Yes, definitely. 

Sandipan Pal: And Holiday Inn will be ‟18? 

Om Ahuja: Yes, slightly we can say it is ‟17-‟18. 

Sandipan Pal: And sir, I did miss the guidance you are giving on the annual pre-sales I mean did you say 

that you will be able to reach whatever level we had achieved in FY15? 

Om Ahuja: As I said it is all depends upon the pre-launch approvals which we are hoping we will be 

doing the pre-launches in next two months and that will basically drive our guidance. 

Sandipan Pal: And broadly speaking whatever slowdown in Bangalore market if there so what is the kind of 

next catalyst you can see where probably things can turnaround? 

Om Ahuja: Well, I would say at this point of time we are seeing the kind of demand we are seeing in the 

commercial space that is resulting in to good demand in East part of Bangalore and North 

part of Bangalore and that is visible and only one small pockets of South Bangalore where we 

see a little bit resistance I think is that is more to do with timing. 

Sandipan Pal: So metro level there is honestly no visibility about any particular catalyst where you may be 

most of the developers are waiting to launch or something like that? 

Om Ahuja: I think approvals frankly it is not that people are timing in the market it is do with approval 

process which is getting clearing. 

Moderator: Thank you. The next question is from the line of Abhishek Anand from JM Financial. Please 

go ahead. 

Abhishek Anand: Sir, I just actually wanted know from your side that I was just going through our inventory on 

books. Couple of years back it was at 3.3 million square feet and now it is at almost 7.3 

million square feet plus we are planning to launch another 2.5 million square feet. So that is 

makes it closer to roughly 10 million square feet by maybe end of this year. So given the 

current sales what is the inventory level that you are most comfortable with that beyond 

which you will be focusing more on the current projects and may be just go a bit slow on the 

launches. Just trying to understand from the strategy point. So I think 10 million square feet 

of inventory is on the higher side given the pre-sales of 2.5 million square feet? 

Suresh Kris: In a manufacturing company suppose a person wants to buy raw material , manufacture and 

sell in  6 months? How much time he should keep the inventory. Is it 6 months or only 1 

month inventory? 

Abhishek Anand: Of course. 

Suresh Kris: Six months, you know? 
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Abhishek Anand: Yes, correct. 

Suresh Kris: So here for us what happens we have the short cut license plus 3 years. So obviously how 

much again how many times or how many inventory we should keep. Inventory here is not 

finished and unsold which we have again tending zero. We are talking about the launch and 

unsold that these all inventory according to you. That means minimum of 36 months 

inventory based on now run rate we should give. Am I right? 

Abhishek Anand: Correct. 

Suresh Kris: So when you see our sales velocity around 3 million square feet, 3.5 million square feet; 10 

million is justifiable? 

Abhishek Anand: Yes. 

Suresh Kris: That is it. 

Abhishek Anand: So just to understand that 3 million per annum and 10 million square feet is the number we 

should be looking at? Is that correct? 

Suresh Kris: Correct, absolutely. 

Abhishek Anand: Sir, secondly on just I was going through our hospitality portfolio Grand Mercure and 

Sheraton. So I am seeing a bit of a decline in ARR which actually may be it is not a direct 

correlation or it is a direct correlation in increasing our occupancy. It is concentrated if at all 

it is a strategy to reduce ARR or how actually the strategy on this side? 

Suresh Kris: Yes, this is over a period of 9 months the quarter even the occupancy rate is also high and the 

ARR also high. But I think during the first two quarters the ARR was low and occupancy 

also low. And again the hospitality also again subject to some kind of seasonality. But again 

obviously you may have to tradeoff between the occupancy rate and the ARR. 

Abhishek Anand: Because I think 87% and 81% occupancy is extremely good for a hospitality business. 

Moderator: Thank you. As there are no further questions from the participants, I now hand the 

conference over to Mr. Om Ahuja for his closing comments. 

Om Ahuja: I would like to thank all the participants and giving us an opportunity to present our quarterly 

results and we believe that we will have lot of action in this quarter in terms of the new 

approvals and new launches which we are hoping that we will be doing in the next two 

months. And few new projects which is like Orion East which still is going to go like this 

quarter as a mall and Grand Mercure, Mysore which is as a hospitality project which 

basically will go live in Mysore city and look forward to meet you in the next quarter. 
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Moderator: Thank you very much, members of the management. Ladies and gentlemen, on behalf of 

Brigade Enterprises Limited, that concludes this conference call. Thank you for joining us 

and you may now disconnect your lines. 

 

**************************************** 


