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Company Background

Background
* Oberoi Realty is a premium real estate developer based in Mumbai, Maharashtra.
* The company has developed over 39 projects at locations across Mumbai
 Its main interest is in Residential, Office Space, Retail, Hospitality and Social Infrastructure properties in Mumbai
Uniqueness
One of the few company in sector which always had very asset light balance sheet
Works at very high margin (35%) due to design focus and brand power
Promoters takes o salary (It is led by Vikas Oberoi, CMD)
Among 1st movers to implement technology, bringing in international design and architects for various projects

Promoter has shown ability to sit and do nothing in bull real estate cycles and make attractive land acquisitions in
bear markets utilizing the cash on books




Historical Performance
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All projects are now RERA approved and we have received registration numbers for all of them as well in Q2FY18




Commercial Operational Business

Expected to Generate Rs

300 Crof EBITDA in FY19

No major operating cost

Mall has shown very good

rental growth whereas
office space, there is some

pressure on rentals
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Residential Operational Business

Q2'FY13
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Rs 15000 Cr of revenue (booked + inventory) to be realized in next 2 years based on current execution pipeline
Taking 5% cut from historical PAT margin of 35%, this turns out to be Rs 4583 Cr of PAT

However, based on last 4 quarters of sales velocity analysis, “Engima” and “ThirtySix West” seem to be very slow
in terms of sales velocity and can really eat up lot of working capital (67% of potential revenue)

Also, in some of the previous projects, company has not been able to achieve 100% sales by construction

completion time. Ideally, % of project completed = % of area sold




Commercial Project Pipeline and Future Projects

Project Expected Completion  Cost Area (5q Feet) Rate Revenue EBITDA Margin  EBITDA
Worli Residential Mar-19 3000
Worli Hotel Dec-19 00 630000 9000 107 35% 38
Commerz Il
Worli Mall Dec-20 1000000 233 280 95%
Borivali Mall Dec-19 1560000 233 436 95%

Upcoming Projects
Thane
Goregaon Phase Il




What is working/ Not working

What is working What is not working

Real Estate is undergoing tremendous consolidation to * Market is shifting from premium housing to lower

quality players price housing. Lodha, Suntek, Kolte, Sobha,

Company is sitting on Rs 1200 cr of cash and utilize if Panchsheel etc have shown more interest in lower
any deals come ticket housing which has lower margins

Existing annuity commercial rental properties There could be a slow demographic shift to Navi
generating ~300 Cr of EBITDA with high cashflow Mumbai

conversion and possibility of major annuity commercial Due to NBFC crisis, in short term, customers may not

cashflow have fund sources

Improved response on marketing schemes on some of Huge project concentration risk and some of the

the projects projects not doing as per expectation




Risk/Concerns

What if any of key projects fail or underperform?

What if Mumbai looses its charm?

What if consolidation does not happen?

What if Mumbai realty demand shifts to Navi Mumbai?
What if economic slowdown happens?

What if regulatory changes happen?




Real Estate Sector: How is it doing? Is Consolidation there?
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Navi Mumbai Airport and Trans harbor Link Project

https://www.makaan.com/ig/city/navi-mumbai-airport-giving-a-kick-start-to-

affordable-housing

CST airport handles (45 millio passengers annually in 2017). Growing in double
digit

Navi Mumbai airport is proposed in 4 phases:

Phase 1: 10 million (Not coming before 2020). Now, if existing traffic is growing at
10-15%. In 2 years , this 45 million will generate additional 10 million capacity.
Present capacity of CST is 40 million. So, it is already overcapacity. So, after 2
years, this new demand can be shifted to Navi Mumbai

But now from phase 2, things get interesting:

Phase 2 to be delivered by 2022: Capacity increases to 25 million. With Indian add
3 years of delay and hence add 3 years of delay in each phase. So,

Phase 2 : 2025 : 25 million ; Phase 3: 2030 ; Phase 4: 2035 : 60 million

If India aviation foot fall which is growing in double digit but Mumbai growing single
digit (7%).. worst case scenario for goregaon, let us consider it keeps growing at

7% between 2017 to 2035. here are the projections
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https://www.makaan.com/iq/city/navi-mumbai-airport-giving-a-kick-start-to-affordable-housing

Navi Mumbai Airport and Trans harbor Link Project

https://en.wikipedia.org/wiki/Mumbai Trans Harbour Link

The Mumbai Trans Harbour Link (MTHL), also known as the Sewri-Nhava Sheva
Trans Harbour Link , is an under-construction 21.8 km, freeway grade road
bridge connecting the Indian city of Mumbai with Navi Mumbai,

Its satellite city. When completed, it would be the longest sea bridge in India.The e iy’ s 2N TN

bridge will begin in Sewri, South Mumbai and cross Thane Creek north - | MN;M |
of Elephanta Islandand will terminate at Chirle village, near Nhava Sheva. 7" o 5

The road will be linked to the Mumbai Pune Expressway in the east, and to the
proposed Western Freeway in the west. The sea link will contain a 6 lane
highway,which will be 27 meters in width, in addition to two emergency exit
lanes, 5! edge strip and crash barrier.

The project is estimated to cost 214,262 crore (US$2.0 billion).
The MMRDA awarded contracts for the project in November 2017; construction
began in April 2018, and is scheduled to complete within four-and-a-half years.

The MMRDA estimates that 70,000 vehicles will use the bridge daily after it
opens
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Summary of Con call Transcripts

Unsold Residential Inventory Revenue Recognition

 Slow moving projects remain slow, thought, * 25% sales area volume to start revenue
marketing subvention schemes give some lift to recognition
sales velocity
Land cost excluded in revenue recognition
At 50% sales, company is able to recover project while doing % completion method to avoid
construction cost (0% return) aggressive accounting

High ticket size cash markets are bad for Initially revenue recognition is to the extent
company like it happened in Mulund of cost and no margins included

In premium properties, customer likes to see end
product

Last 2 year has been supply constrained market
due to dumping issue and not seeing much over
supply except Mulund if product positioning is
good with brand and execution




Summary of Con call Transcripts

RERA, Land Bank Commercial Projects

All projects RERA compliant and updated Boriwali mall : April - June 2019
quarterly
Though company has low debt equity, company Want to time in such a way so that can launch as
is not averse to leverage, however, it wants to metro construction in that area is over. So, 2019
ensure that return on investments are good and or early 2020
projects are secured by crystal clear cashflow
INOX booked for Boriwali mall
Whatever land we buy, we will quickly get into
development and not create a land bank Mall architect Benoy has developed westfield in
London and some prime properties in Singapore
We like to buy a clean property, from a good
seller, we do not want to buy expensive site and
we do not want to buy sites competing with each
other. Our window of opportunity is small but
we do get our opportunities once in a while




Summary of Con call Transcripts

Financials Current Crisis

Money has not been raised to pay debt but to be used
as growth capital Good for company as will help to wash out poor

developers further and company has enough fund to

Commercial properties will be done out of internal make good deals if opportunity comes
accruals and some debt

Will not do deal unless get like minded partner and
good deal even if takes 1-2-5 years. We are in no hurry

And there are | thank arcund 4,000 hoctares of kand operung up. So. whach o like 8% or 9% of
total hasd 10 Mumbai So, will u impact, | escan obvicusly @ will opes up bt of lsad

oppotunics, but = lerrms of supply will ot reatrict Berther, | sscan pescing approcation”

It » music 10 my can bocaunse this s the raw material 1 noed for my prodect and we are able to
breaild well and we have 3 pood reputatson. 1Fthe asarket size mcreancs, it s only 3 huge positive
for us. Aad like | wod we have changod strategy, we have changed pears and we are gotting
ready %o build more and cam more money out of buildemg more, So, price s not somcthing that
wo are really concerned if fand poices get istwonal. O profias are more oot of processing lead

imo ready prodect and we will continee %o do thee




Field Check and Responses

It is becoming increasingly difficult to sell premium properties and most of the builders are shifting to lower ticket properties

NBFC issue will have impact on short term sales

Future sales mix in residential might undergo changes and hence current margins may not be sustainable

Change from premium housing to affordable housing need a cultural mindset change and may not be easy

Consider 20% margin hit in projects where sales is not inline with project completion

Oberoi mall success is largely dependent on location and given Worli has phoenix already existing, the repetition of Oberoi

mall success might be difficult




Valuation
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Thanks...

Questions????




Backup Slides




Key Reply to Questions — Unsold Inventory

Sameer Baisiwala:

Vikas Oberoi:

Okay. And my second question is on Goregaon. Now, you would have Esquire ready maybe
next 3 - 6 months. But you have unsold inventory of roughly about 350 - 360 units, another 40 -
50 units coming from Exquisite, so roughly about 400 units unsold. You had this similar situation
earlier with Splendor and also Exquisite at the time of completion. But this seems to be 2x of
those situations and on the face of that, you want to launch Phase-II1, so just wanted to hear your

thoughts on it?

See, | completely agree with you. We would love to see this number go down big time, having
said that, the Phase-III is a different product by itself. This is not for somebody who wants to
move in today. It is for someone who wants to probably move in after 3 - 4 years and wants to
book today and hold on. So, we would rather take that customer in and whoever wants it ready,
obviously, has this available. You are absolutely right that Esquire inventory is 2x of what others
were but if you see, we have ramped up production, also. Like the way we are going, this is

bound to happen. So, if you look at the amount of construction we are doing, it also is higher.

Sameer Baisiwala:

Vikas Oberoi:

Your philosophy, Vikas, is to price the product adjusting for time value in terms of delivery. So,
if Esquire also moved to 17,500, so would you price Phase-III accordingly to adjust for the time

value?

Absolutely. So, Phase-IIl if it is going to take time it will be a lot cheaper, that itself will create
interest and there is no harm. I mean, and like I said that our entire policy is to try and sell.
Today, Esquire, 50% has been able to build the entire Esquire. So, the downside is that I am left
with inventory but the upside is also that I am left with ready inventory and with RERA kicking
in and with all that kicking in there will be very few people who will be able to give you a
product. I mean, there is bound to be a slowdown in development and so ready material is not
going to be churned out at that speed and in that regime, if you are left with ready apartment
which are well-located and well-built so you know this is like literally cash for you. So, if you
look at the value of these 400 apartments, they are close to anywhere between Rs. 1,800 crores
and Rs. 2,000 crores. All we have to do is sell, collect the cash. We have already billed, paid
taxes and the rest of it becomes your cash flow. So it is a huge positive for the company and we

hope that the momentum will pick-up and we will be able to sell a lot more.

After 5 quarters out of 400, only ~130 sold till now

* But the key question is after selling how much %, company does a cash breakeven at project basis — 50%,
60%, 70%, 80% ?

* And what is the cost of holding inventory?




Additional Information

Source: Bloomberg, Company, ICIC! Direct Research

Key events

Date
Jun-15

Aug-16

Sep-16
Mar-17

Sep-17

Event

Dberoi Realty approves raising of ¥ 324 crore through preferential issue of shares to Aranda Investments, an indirect subsidiary of Temasek Holdings

As per media sources, Oberoi Realty to buy Crompton Greaves’ Worli building spread over ~1 acre for over ¥ 200 crore.

Oberoi Realty launches its multi-tower project “Sky City” at Borivali spread across 25 acres consisting of multiple towers of up to 60 storeys each. The project has a
saleable area of 4.5 million square feet (msf) and the company expects to eam revenues of —¥ 6000-7000 crore from the project

and Brihanmumbai Municipal Corporation (BMC) have failed to comply with the municipal solid waste (MSW) rules at Deonar and Mulund dumping grounds,due to
which Oberoi will be unabile to launch projects until the ban is lifted

Rajya Sabha passes the real estate requlation bill paving the way for regulation in the real estate sector. The bill would promote timely execution of projects, ensure
speedy adjudication of disputes and help promote private participation, positive for Oberoi

Swedish furniture retailing giant lkea in talks with Oberoi Realty to buy a built-to-suit retail space for over ¥ 300 crore in Borivali. As per media reports, if the deal
happens, this will monetise Oberoi's landbank at better prices of ~¥ 112.5 crore per acre vs. Oberoi's acquisition price of ~¥ 46.2 crore per acre

Dberoi aliots 59,104 equity Shares of ¥ 10 each to certain option grantee(s) pursuant to exercise by them of options granted to them under Company’s Employee
Stock Option Scheme 2009. The exercise price for options is ¥ 260/ share. Post allotment, share capital has increased to ¥ 339.4 crore.

developing malls. [he venture would have a corpus of T 1,000 crore. Oberoi is expected to hold about 75%. Further, it could also initiate talks with Canada Pension
Plan Investment Board, which has shown an interest in buying in malls

Teva Pharmaceuticals buys ~1.0 lakh sq ft space in Oberoi Commerz Il in Goregaon

Samsung India Electronics leases ~1.1 lakh sq ft space in Oberoi Commerz Il in Goregaon for ~¥ 145/ sq ft per month. The lease is for nine years with 15% rental
escalation every three years

Oberoi Realty acquires GlaxoSmithKline (GSK) Pharmaceuticals' 60 acre land parcel at Thane for ¥ 555 crore.

Source: Company, ICICI Direct Research

Top 10 Shareholders Shareholding Pattern

Rank  Name Latest Filing Date % 0/S  Position (m) Change (m) |l (in %) Dec-17  Mar-18  Jun-18  Sep-18
Oberoi (Vikas Ranvir) 30-Sep-18  58.5% 2129 0.0 Promoter 125 125 67.7 67.7
R S Estate Developers Pvt. Ltd. 30-Sep-18  9.2% 333 00 Fi 249 226 264 26.4
Franklin Advisers, Inc. 30-Sep-18  2.5% 92 0.0 Dul 0.7 29 34 34
Franklin Templeton Investment Management Ltd. 30-Sep-18  25% 92 0.1 Others 18 20 25 25

Fidelity Management & Research Company 31-Aug-18 1.3% 48 0.0
OppenheimerFunds, Inc. 30-Jun-18 1.1% 42 0.0
GIC Private Limited 30-Sep-18  1.0% 37 0.8

1
2
3
4
5 APG Asset Management 30-Sep-18 1.6% 6.0 0.0
6
7
8
9

Wellington Management Company, LLP 30-Jun-18 1.0% 37 0.2

10 BlackRock Asset Management North Asia Limited 30-Jun-18  0.9% 34 0.1

Source: Reuters, ICIC! Direct Ressarch




Reply to Questions — Residential & Unsold Inventory

Tanuj Mukhija: My first question is regarding the demand at your Esquire project in Goregaon and your Mulund  Chintan Modi: Two questions from my end. One is on the 360 West collection which has been quite low

project continues to remain [ think pretty weak. Can you please comment on the inquiry levels compared to the booking value that we have done in the quarter. So what are the reasons for the
at these two locations? same and how do vou look at it going ahead? Second is again on 360 West, considering that we
are planning for possession in March 2019 and we have close to 200 units and we have sold 46

Vikas Oberoi: See, in fact Esquire is not that bad. We believe that there is enough demand and there is demand units till now. Once the possession is given, a lot of operation cost will start coming in. Of course,

. —_— . ou have to switch on the amenity, the security cost comes in, lot of things get into it. So, wanted
in the pipeline. We ourselves are a little concerned about Mulund as such. I mean Mulund has ¥ % y &8

) ) to understand how large the quantum of this expenditure could be and how do we bear it and
been a little slow for us and we are trying to see whether an oversupply or what the real reason

what is the way ahead?
for that is. So, we are focusing a little on Mulund to see how things pan out there and that is a

cause of concern for us also. Esquire we are not really worried. We have seen uptake happen
Saumil Daru: Two things Chintan, firstly on the collections bit, if you will see typically what happens in

transactions of this magnitude is that customers prefer to do a more detailed diligence compared

Sameer Baisiwala: Saumil, if you can just tell us on the timelines for recognition for Borivali, Mulund and Worli to our turnaround in places like say cither Goregaon or Borivali or Mulund where typically
160 West? people just walk in and they collect the agreement and then they sign off. Here typically it goes

through a far more detailed diligence and a far more detailed discussion on the agreements. And

. . . . . . . i subsequent to that payments all get linked into timelines or to milestones. So, | would say that
Saumil Daru: So, in sequence Borivali in all probability Q1 of FY19 so this would be in April to June. As far . . o )
maybe again from March quarter with the way we are seeing things getting lined up, | think you

as Mulund is concerned Eternia should in all probabilities be HI, so in all probabilities may be will start sceing the cash flows which we are looking at starting to come through. That would be

Q2 and Enigma could be the third quarter. And as far as Worli is concerned again first quarter or the first one. The second one [ do not think, frankly, is a material number in the overall context

second quarter. If you will note as far as Worli is concerned, the percentage completion for of the size of that project and everything. Plus, if you will also note what happens in Worli is
construction we have already way passed that threshold of 25%, so it is only a question of hitting that we are selling bare shell apartments, so even once we hand over the possession, by the time

the volumes and then beginning recognition. As far as the others are concerned it will be more people will fit out and move in it will take some time. So obvicusly the usage of those facilities

will also begin only once people come in. But having said all that it is not such a material number.
trying to reach the construction milestone rather than the sales milestone. Borivali we are already

above 50% in terms of sales.




Key Reply to Questions — Residential & Unsold Inventory

Kunal Lakhan:

Vikas Oberoi:

Sameer:

Vikas Oberoi:

But anything on the strategic front that we are thinking that could help us revive the momentum

here?

We are really putting our thoughts together on how to do it. One other challenge is that we are
not able to mitigate is that Mulund is a cash market where 90% of the developers are selling in
cash. We obviously do not and cannot do it and that is genuinely an issue for us. And there are
people who come and say that take cash which we cannot. So that is the only challenge I feel in
Mulund, in fact even I do not see that there are no customers also. But luckily now we see these
NBFCs are willing to fund people who cannot show their capability to pay and are willing to
fund these guys at a higher margin and all that and with a secured developer. So we are hopeful
that people who do not have incoming cheque and all that can go to these NBFCs and still buy
our house which they very much want to but they do not have the cheque or whatever
wherewithal. So that has been a challenge here but that is a market challenge which we genuinely

do not have an answer for.

This is Sameer here. Quick question Vikas to you is on your discount scheme, does it show that
you mi-s-read the market in terms of the pricing and the real price is actually 10%-15% lower

and that is what your discounts scheme achieves?

Firstly, the velocity which we want to achieve probably would not have been achieved had we
not come up with this sort of scheme and again these schemes also give a lot of emotional value
more than merely price. If you see the prices of both Exquisite and Esquire are not less, I mean
they are at least 30% or 40% higher than its closest development. So, I would not read as much
on price. It is more like the product is ready. We want the volume and we can afford to do this
and | thought it appealed to the emotional sentiment of the buyer and this is what we have really

gone for.

Saurabh Kumar:

Yikas Oberoi:

And second 15 essentially on this Worli thing. So, Vikas obviously mentioned that you do not
want to be stuck with inventory post completion and that is heartening to hear but that will be
the likely situation in Worli because it will get complete hopefully over the next 12 months and
you will have almost whatever the way you are calculating, you have between Rs 5,000 crores-
Rs 5,500 crores to come from that. So, I mean if you sell everything would you want to figure

out some activation around that maybe today just to get that thing in as quickly as possible?

Well, all these schemes will be literally like horses for courses. We cannot generalize everything
at one go as someone earlier mentioned then these are inventory, this is ready, others are under
construction we still have a lot of time and when it comes to Worli, we will see how the velocity
15 and again today [ genumnely feel that Worli 1s underpriced compared to the product that 1s
ready and available. Today, Beaumonde 1s available for Rs. 100,000 - Rs. 125,000 a square foot
on carpet and we are still at 60.000-70,000. Beaumonde 1s not a Samsung built or KPF designed
or such a sophisticated building as ours is. It is a good building but it was good in its time. This
building is far superior. So, we feel that once our entrance lobby is ready, our club floors are
ready, it is a product Mumbai has not seen. And we know for a fact that there are lot of people
who are fence sitters waiting for the building to get ready. They do not have any compelling
reasons. One 1t 1s not even ready that they can pay and move in. So, they are waiting for reasons
for them to come in and buy and one being that the minute it is ready and people start moving
in you will see momentum. So, I do not think in Worli one will ever even require discounting.

It 15 a beautiful product and we hardly have anything to sell beyond this.




Key Reply to Questions — Residential & Unsold Inventory

Niraj Mansingka: Just wanted to know a few things. After you have launched this scheme of 25% you have seen Punect Gulati: Secondly, more on the operational side, if you can give calor on why is there a divergence of
. = 7 1a? 3 . o . new
a bump up in the sales. So, how has been sales in the last one month? Just want to understand is performance between Enigma and Etemia? Onc seems to be doing well with the scheme

. . C e . . . but the other s still lagging?
that a consistent thing or is it just a one-off jump in the sales that you are seeing?

Vikas Oberoi: Two things, one, where there is a apartment which is ready we continue to see demand. And
wherever we had the regular scheme we need to continue to back it up with advertisements and
stuff like that, which we will continue to do. We see a steady state right now, it is too early for Page 6 of 17
us to comment either or. But like [ said, we continue to see a steady state. If we see a change
then we will change our strategy. We have got a few things lined up so that we can continue [
with the momentum. The idea is that we want to grow, and we want to be prudent about how we

understand and address what the market needs. We will do that, so, yes, we are ready.

OL
OBEROI

quarter. Till date we have booked about 15.16 lakh square feet which is about 71% of the REALTY

Of the total project of about 21.22 lakh square feet we booked over 52,000 square feet in this

. . . . . . . . Oberoi Realty Limited
inventory. The total booking value for this quarter 1s 110 crores as against 267 crores in the first July 31, 2018

quarter and 103 crores for the same quarter last year. The cumulative booking value till date is Vileas Oberoi: Eternia are smaller apartments and they scem to be doing better than Enigma because Enigma

about 2.389 crores and the total revenue recognized for this project in this quarter is 110 crores has bigger sized apartments. What is happening is that Esquire once complete has done very

. . . R - . . well under the subvention scheme. So, what we are really coming to is that whatever one can
and the cumulative revenue recognition till date 1s 2,389 crores on account of 100% project )

sell during construction one will go about selling them. But as the product gets ready, the buyer

completion. base increases because people want to now move into ready apartments. This 15 how we look at

. ) . ; it. And just to answer your question, it is just the size of the apanment and in the stage where
For Mulund, Enigma in (2 FY'19 we booked about over 7,600 square feet till date over 3.75

the construction is today, maybe people who have appetite for a smaller apartment are coming

lakh square feet. The total booking value for this quarter is Es. 10 crores as against 19 crores for forth first. bigger apartments arc more expensive, people like to buy them when they are more
the first quarter and 25 crores for the same quarter last year. The cumulative booking value till ready and want to move in. | am just assuming the logic.
date i1s 552 crores and the total revenue recognized for this project in this quarter is 18 crores

and the cumulative recognition till date is about 86 crores.




Key Reply to Questions - RERA, Land Bank & Debt

Abhishek Anand:

Saumil Daru:

Abhishek Anand:

Saumil Daru:

Just wanted to understand. see we have been clocking around Rs. 300 crores of collection, not
for previous quarter but before that on a quarterly basis more than that, but over the last two
quarters we have seen it come down. So, in the next quarter should we expect a significantly
higher collection as the demand letters go out and the pent-up collection is received by the

company, should we expect that?

Yes, very clearly. Because this has happened more due to RERA, this is all post RERA
implications. So, as you are aware all the developers had to reword their earlier MOFA
agreements to meet the RERA conditions and all of that. So, once all that agreements have got
rolled out and then they have all got registered, so I think this was something which we had
discussed even in the last analyst call, Abhishek. Even in the last quarter as you rightly pointed
out the collections were a little subdued. But very clearly with the pace of registrations and
everything else that we are seeing we believe that almost all these collections will come through

by December.

Sure. Secondly, 1 wanted to understand regarding the RERA website. So, I understand that you

have registered all the projects, it is visible. But when does the next updation happen, is there

some kind of a directive by the regulator to update the quarterly sales or is it voluntary, how

does this activity take place?

So, Abhishek, the requirement as per the law is that the update has to be quarterly. So, though
the only thing 1 would just want to clear about is what is the exact date by which the quarterly

update has to go through. But the update is required on a quarterly basis for sure.

Sameer Baisiwala:

Vikas Oberoi:

Vikas, just on new project acquisition, two questions. One, what is your comfort level to which
you want to lever up your balance sheet? And second, are you also looking at capital light JD,
IV model and do you see deals on table for that?

Again, contrary to what the market thinks we are not averse to leveraging, our focus is very clear
that we want to make sure that we buy money at a cost which is cheap. We also want long-term
debt, we also want to ensure that we are backed by projects that have crystallized cash flow or
have products that are ready and that can be sold in the market. So, like we will always be prudent
about how we go about doing it, there is no upper cap or a lower cap that we kind of put, but
whatever we have done historically and when I say historically you can look at as over 10 years

not just three, four or five years is what we intend to do. Sorry, what was your next question?




Key Reply to Questions - Upcoming Rental Projects

Tanuj Mukhija:

Vikas Oberoi:

Sagar Karkhanis:

Yikas Oberoi:

Couple of questions on your lease assets portfolio. Can you please provide an update on your
Borivali and Worli mall, thoughts and launch pipeline? And are you looking at monetizing your

mall portfolio and office portfolio in the near term?

Firstly, we are not really looking at monetizing our mall portfolio because, again, our cost of
money continues to be cheap. Most of the people who want to buy want to look at least a 12%
IRR, whereas we borrow money at sub-9. So again, why give away 33% extra to somebody. So
we are not really looking at doing that. As far as the mall at Borivali, we are in the design stage
and we’ve also started some excavation work and all that. Part of the approval is also in place
and maybe we’ll start leasing close to maybe the last quarter of this year. We already have
fantastic demand from cinema operators to anchor tenants and even individual tenants. So really
very happy, very confident about how that will pan out. We've hired Benoy. they are the
architects for our mall in Borivali, and these are the guys who did Westfield in London. They
also did Singapore, the [ON Orchard City Mall in Singapore, their flagship mall. So again, very
happy the way things are going.

My first question is on the Worli mall. What are the expected timelines, by when we feel it will

be up and running?

Worli mall is adjacent to the underground metro station that comes right next to our property.
And from what [ gather, they are looking at 2019-2020, is when they will have that station up
and running. Three years is what they are saying, so all of “18, all of “19, all of “20. We want to
time it in such a way that we also finish our mall around then and do it because otherwise we’ll
have a lot of work happening outside and the mall will have a very slow start. So this is where

we are. So to answer your question in plain and simple, about 2020 is what we are really looking

Tanuj Mukhija:

Vikas Oberoi:

Abhishek Bhandari:

Saumil Daru:

Sure. And last question from my end, we have seen a weak sales demand, especially in the high-
end luxury segment. So are you looking at perhaps a shift in strategy from high-end luxury

towards more mid-segment over the course of next three to five years?

No, not really. I would say that we are so lucky to be born in a time like this in India. And if you
really see that every level of the pyramid that you draw, in terms of the population, is growing.
So people at the top are making money, people at the bottom are making money. So instead of
saying that there is opportunity at the bottom of the pyramid, I would say that every section of
that pyramid has opportunity. You need the right produet, you need the right marketing strategy.
And there are buyers. This is one thing one doesn’t need to really go out and look for, when you
do a good product in India. So I think there is really no reason why we need to revisit that. Again,
like, Thane of course cannot give us the sale price of Borivali and so is Mulund, not going to be
able to. So we would like to play with all segments, and now we believe that we are kind of

getting good at doing that.

The second question is on your Worli project, both the residential and the hotel. What is the
progress on the hotel and what is the spending on both these parts of the project, residential and

hotel?

Firstly, in terms of physical status, the building if you look at it, we have Tower A and Tower B.
Tower A is the building with the hotel and the residential. Tower B is a fully residential building.
As far as Tower A is concerned, which is the hotel building, all slabs have been cast, which are
the slabs of the hotel as well as the residential. So, we have basically topped out that building as
far as construction is concerned. It will now be only interiors to go. As far as Tower B is

concerned, we have about 4 to 5 or thereabouts in terms of slabs to go.




Key Reply to Questions - Upcoming Rental Projects

Tanuj Mukhija:

Vikas Oberoi:

Parikshit Kandpal:

Vikas Oberoi:

Abhishek Anand:

Vikas Oberoi:

Abhishek Anand:

Vikas Oberoi:

Understood, and could yvou give us the timelines for your retail malls at Borivali and Worli?

Would the Borivali mall be in sync with the completion of your housing project at Borivali?

In fact, it probably might be a little before that. The government is committed to finish the Metro
by 2019, so we ideally want to complete by 2019 or early 2020. We want to time it in a way

where Metro is ready, and our mall is ready for both Borivali and Worli. Work has started at both

And just lastly if | can squeeze in, last time in the call you had mentioned that there is one big

corporate office you get shifted to Commerz-11, so has it happened or still awaiting?

So, this i1s what we were saying there, -WeWork was the international company we were talking

about.

And finally, this 1 lakh square feet with Inox in Borivali Mall, any tentative rentals from that,

how much we would have signed it on?

So, there is an NDA, we are not supposed to divulge all these details. But it is a win-win for both
of us, they get access into a market where they did not have presence and into a mall which is
going to be probably a super A-grade mall, we will get good partners. And I think it is a good

partnership, we are really proud of it and very happy and looking forward to it.

And construction of both the malls have commenced, the contract I guess has been given?

Yes, both have commenced, the work has started, all of it is done.

You will also be happy to know that we have achieved 97% occupancy for our Commerz-[1
buildings. The rent for this transaction shall commence from third and fourth quarter of this

financial year itself.




Key Reply to Questions — Revenue Recognition

Puneet Gulati:

Saumil Daru:

Thank you for taking my question and congratulations on a great set of numbers. Just if you can
help me understand how is the IndAS 115 impacting you here? You have started recognizing
revenues from Eternia and Emgma, and 15 there any change m any other project which yvou have

recognized?

Very clearly IndAS 115 15 applicable for all accounting periods from April 1. As you are aware
the revenues carlier were recognized following the method which was laid down by ICAL under
the purdance note for revenue recognition by real-cstate companies. As vou would also be aware,
the mstitute also. subsequent to the miroduction of IndAS 115, withdrew the guidance note.
Under IndAS 115 basically your determination for whether you are supposed to follow the
percentage completion method, or the project completion method is now going to be determined
by the IndAS rather than by the gurdance note. There are tests which are laid down under the
IndAS 115 and based on an analysis of those tests we had carlier also confirmed, and we
reconfirm that we will continue to follow the percentage completion method. What we have
done 15, obviously for the sake of continunty for our existing projects we are looking at continuing
with the thresholds that we have used earlier. But obviously our position on this 15 gomg to
evolve once there is more guidance which will come out from ICAL from what practices other
players i the industry are going to adopt, and even as the overall regulatory environment
evolves. Because if you look at some of the tests in IndAS 115 those also throw you back to how

the regulatory environment 1s.

Coming to your question, there are two aspects which are changing, the first aspect is what
IndAS says is that till you achieve a level of certainty, in those cases basically for us that level
of certainty was in a way a threshold, so, ull vou achieve a level of centamnty vou should recognize
revenues to the extent of cost incurred. %o, you will not bring in the margin impact. you will
only bring in revenues to the extent of cost, which 1s what vou are secing conung through for

Mulund. And the second thing that we have done is as far as the percentage completion is

Sameer Baisiwala:

Saumil Daru:

concerned where earlier the percentage completion was considered including the land cost, we
believe that in cities like Mumbai, including land cost as a part of percentage completion results
in very aggressive revenue recognition, and that may not be necessarily have been backed up by
cash collection. And hence we exclude the land cost while amving at the parentage completion
method. This is something that we used to also do pre-2011 before the guidance note of the

Institute came out.

And the way the transition impact works is, for example, as of March 312, 2018, for Sky City
and for Mulind, in both cases we should have recopnized revenues to the extent of cost. So, that
is what we have done, and we have recognized revenues to the extent of cost as far as Sky City
and Mulund are concerned, and made that adjustment in the opening reserves. And what we have
done is we have transferred some part of revenues and we have transferred some part of costs to
the retained camings. The net impact on retained earnings coming forward 15 nil. And as far as
Sky City 1s concerned, because we have crossed the threshold and we are commencing revenue
recognition, what you are seeing this quarter is revenue recognition including the margins. But
as far as Mulund is concerned, the revenues have been reported and they are only equal to the

cost, 50 there 15 no margin which has so far been recognized from Mulund.

But for Worli in terms of sales you have done 46 units, when do you need to hit it for recognition,

60 or 657

It is more on the basis of area so if you look at it, out of nearly maybe about 24 lakh sg. ft. what
we have sold so far is about 4,30,000. So, we need to sell 25% of 24 lakhs, so 6 lakhs.




Key Reply to Questions - Mumbai Realty Market

Vikas Oberoi:

Sameer Baisiwala:

Vikas Oberoi:

So let me tell you about the Mumbai market then I will tell you the segments that [ am in or
rather the suburbs that I am in and then [ will answer your last question. See Mumbai has always
been a supply constrained market. Having said that the order of the High Court which was

challenged in Supreme Court, that dumping ground issue that has not helped increase supply per

se. Whatever you are seeing are all old approvals that are continuing to be built. We have been

on the lucky side where we had permissions in all our projects so not even a single project of
ours is stuck because of that order. So having said that there is certainly a slowdown in the
supply. In the last 2 years after that order no new 10D or CC has been issued, so we do not see
much of a rush in BMC to get approvals because high court has restricted them. This in turn will
certainly create a shortage going forward, this is our belief. Now when it comes to our suburhs
we are pretty much present in most of the prominent suburbs be it Borivali, Goregaon, Mulund,
now with this in Thane as well, JVLR again and Worli let us say if it was to be the city. Barring
Mulund, I think Mulund has a little bit of an oversupply, barring Mulund I do not see there being
any issue in any of our other projects. Worli again there is supply but they are not of the product
that we are building or the quality or the price point that we are looking at. So again we get the
best pick of the people wanting to buy a house in that area as in they first want to come to us and
only if we do not fit into their budget or if they want to buy a smaller house will they go to
someone else, so this is it. What was your third question?

On the price increase.

So on the price increase, even though 1 said that Mumbai is a supply constrained market we have
no issues elsewhere, the normal sentiment is such that we are not able to push our price up.
Everyone would love to but the way things stack up, [ do not see we are having enough reasons
to go out to the world and say that hey we want to increase our price. That is where we are. So
prices may continue to be the same for some time to come but like [ said that there will certainly
be an absolute supply crunch going forward in the next 2 years because you cannot catch up to
the demand instantly. All these things take time for it to build and all that. So today there is a
standstill as far as new projects go. And this is why we are able to negotiate a better price with

a lot of contractors.

Saurabh:

Vikas Oberoi:

Okay, fair point. And second is like if I just look at Exquisite, Esquire and Prisma, like your near
completion projects you have close to about, depending upon how you calculate it, almost about
Rs. 2,200 crores of near finished or almost finished inventory lying on your book and you
obviously now have some debt, thanks to that Thane acquisition. So just as a cost of capital

thing, is there anything you can do to accelerate the sales?

We are doing everything to accelerate sales. We ourselves are interested in doing that, given a
scenario where we are not increasing price, but we cannot reduce price because for the past 4
years we have done sales and unlike the stock market the flat purchaser is very sensitive that he
bought it at X and later on somebody goes and says it is cheaper it is not taken well. So we do
not want to start that trend. And I see with the way things are now like [ said there is clearly a
constraint in supply due to that High Court order and RERA coming in and all that. I think going
forward there will be some push to the sales as well. And these customers will get concentrated

to fewer developers.




Key Reply to Questions —Land Banks

Abhishek Anand:

Vikas Oberoi:

So, lastly, we understand that you have been assigned as the top bidder for the Thane land parcel.
Are we looking out for more land parcels given the commitment we might require for the Thane

land parcel, we might go slow on further portfolio addition or we are actively looking further. .

Abhishek, we are very, very clear that we will continue to buy land wherever we feel that it
makes economic sense, that is the first thing. Number two, we do not want competing suburbs
because then we end up cannibalizing our own product. Third is we already have enough
capacity that we can now build a lot more. So, if we get good land in good pockets of Mumbai
we would be very happy and we would be reasonably aggressive in taking those properties. So,
like execution point of view we do not see any challenges, we are building probably more than
what we built in our entire lifetime and everything seems to be going smooth. Esquire will be a
little over 2.2 million square feet of delivery, so one has not done this sort of deliver ever earlier,
we delivered Exquisite just a year and a half ago. So, if you see that as a company we have been
ramping up our production and delivery and today we feel very comfortable that we can build
more and deliver more. So, we are very happy to take on more land and this is not with an
intention to do any land banking, whatever land we will buy we will quickly get into
development. Like Thane, we internally want to make sure that we launch the project within the

first nine months of having paid, registered the document.

Manish Gandhi:

Vikas Oberoi:

Parikshit Kandpal:

Vikas Oberoi:

Yes. And one more question, kind of a repetitive, but like what we have shown extreme patience
in not buying properties despite our capacity. So like how Charlie Munger says, extreme patience
plus extreme decisiveness. That is what creates winners. And you have said that we are ready to
buy many properties if available at our thing. So it will be helpful if you throw some more color
on that, because market thinks that we buy property every three year, and that is not the right

thing. We had done in 2005 many deals, so...

Correct. So you are absolutely right, Manish. What I want to say is that, yes, we do continue to
look at land parcels. Again and again, our strategy is very simple. We don’t want to buy an
expensive site firstly. We ideally don’t want to buy sites, which are competing our own site. And
these are the two things that we keep in mind. And if you see that there is always this window
of opportunity that opens up when, let’s say, two or three developers who have already bought
for themselves and are not keen to buy. And so we get that little window of opportunity. Again,
our parameters of buying, we ideally like to buy clean property. We like to buy it from a good
seller. So all these things need to be aligned for us. Then it’s not a matter whether if I get this

next month, if all these criteria match, I will go and take that for sure.

And there are [ think around 4,000 hectares of land opening up. So, which is like 8% or 9% of
total land in Mumbai. So, will it impact, | mean obviously it will open up lot of land

opportunities, but in terms of supply will it restrict further, [ mean pricing appreciation?

It 1s music to my ears because this is the raw material [ need for my product and we are able to
build well and we have a good reputation. If the market size increases, it 1s only a huge positive
for us. And like I said we have changed strategy, we have changed gears and we are getting
ready to build more and earn more money out of building more. So, price is not something that
we are really concemned if land prices get rational. Our profits are more out of processing land

into ready product and we will continue to do that.




Key Reply to Questions — Capital Raised

Kunal Lakhan: Sure. And lastly you have taken approval for fund raise of Rs 2,000 crores of equity. How likely Abhinav Sinha: Just to begin with on the fund raising that we saw, so what are the expected timelines and where

will that be this year? should we expect these funds to be deployed?

Vikas Oberoi: So, basically the funds we are looking at obviously land acquisition, when we get good land
Saumil Daru: You have seen us doing this enabling resolution for the last 4 years. See from a typical parcels which we continue to get we will use and deploy this to bring in more land.

perspective, if there is a transaction in the physical market where there i1s a land acquisition

. . . . Abhinav Sinha: And the mall capex and possibly the next building of commence which will progress, is that also
opportunity, you try to do anything around those times and getting shareholder approval and all .
part of the deployment or that should be funded organically?

is a typical 30-day process for the whole thing. So, from our perspective if you see, this is what

we have been doing for the last 4 years. We have taken enabling resolution and we wait. As I Vikas Oberoi: Mot really, so there will be a lot of internal accruals, probably for these rental business models

i i . . . we will probably take some debt also. And because you generate rent and they can be self paying,
was discussing with somebody else also earlier today, just because 1 have loaded the gun doesn’t .
s0 they do not really stress or stretch the balance sheet as such, they are backed by their own

mean [ will fire it, but it also means that it’s easier to press the trigger when required. income and they can be repaid. So, we do not have that issue on rent yielding assets.

. . - . . - . . Abhinav Sinha: So, we should not ideally expect th t debt to be paid d anyti , right?
Parikshit Kandpal: So, Vikas [ had a question for you, I mean it 1s heartening to know that you said that you are Ay St 0. we should not ideally expect the current debt to be paid down anytime soon, rig

now focusing on sales velocity and getting volumes and higher market share. Pertaining to that Vikas Oberoi: No, we want to grow, the idea is to grow, we have not raised the money to repay debt, this is
I mean are we looking out for anything at all? Earlier we were planning to diversify outside growth capital and we will use it for growth.

Mumbai. So, is that plan on since you are focusing on volumes?

Vikas Oberoi: Well, we continue to look at property outside Mumbai and a start that we want should be with a
land owner who 1s willing to do a JV with us and who has a good local connect. We have not
been able to get one. The minute we do that, we will obviously be at it. Once we are able to set
up an office there, then we will look at buying land parcels also. And again, we are in no hurry.
It could happen in the next 1, 2, 3, 4, 5 years, there is no real urgency. We want this company to
last 100 years. We are doing enough work in Mumbai, so we want to go with the right partner

for a nght cause with the right reason and all that. So that 15 where we are.




Key Reply to Questions — NBFC & Real Estate Crisis

Niraj Mansingka: Can you give a brief of what do you think is happening in the industry right now considering

that there has been NBFC crisis. Number one, is there sales happening in the industry, number
two any thoughts on how you see developers getting squeezed, any experience of approvals by

the NBFCs is slowing down, ete., so some broad understanding?

Vikas Oberoi: So, Niraj very relevant question. I think we were seeing this coming for a very long time, in fact

it probably took a lot longer than we thought it would because we were not able to stack up how
developers who do not have a brand reputation, do not know how to build a project, do not have
customers who will buy from them literally going out and buying land parcels just because there
were people willing to fund them. So, | think this was waiting for it to happen and I would
honestly say this is great news for us because we will have less competition in buying land when
it comes out to sell and only genuine developers who know that they can buy this piece of land,
build the project and deliver it to the customers will probably raise their hand when it comes to
buying property. So, I think we are at a very interesting intersection and this is only good news
for companies like us and this clearly means that we will face less resistance/competition when
it comes to buying land and once that happens we will not have fly-by-night developers trying
to commut anything and try to attract buyers. So, I think this 15 a very positive move as far as we

are concerned.




