
 

October 26, 2017 

Brigade Enterprises Limited  
 
Summary of rated instruments 
Instrument* Rated Amount 

(Rs crore) 
Rating Action 

 
Long-term Fund-based Bank Lines 2,870.00 

 (enhanced from 2,140.00) 
[ICRA]A (Stable) assigned/ 

outstanding 
Short-term Non-fund Based Bank 
Lines 

60.00 [ICRA]A1 outstanding 

Total  2,930.00  
*instrument details are provided in Annexure-1 
 
Rating action  
ICRA has assigned a long-term rating of [ICRA]A (pronounced as ICRA A) to the Rs. 2,870.0-crore 
(enhanced from Rs. 2,140.0-crore) long-term fund-based bank lines of Brigade Enterprises Limited 
(BEL). The outlook on the long term rating is Stable. ICRA has outstanding short-term rating of 
[ICRA]A1 for the Rs. 60.0-crore short-term non-fund based bank lines of BEL.  
 
Rationale 
The rating action continues to factor in BEL’s established position in the Bangalore real estate market and 

its diversified presence across residential, commercial and hospitality segments. Notwithstanding the 
moderation in pre-sales in the residential segment in the recent quarters, BEL has a strong brand position 
and an established track record of project completions and deliveries. The ratings continue to draw 
comfort from BEL’s commercial real estate portfolio with a leasable area of 2.16 million square feet 

(msf) that generates stable rental income. The company has undrawn debt limits of Rs. 253 crore against 
this portfolio as of June 2017, which enhances its liquidity position. Additionally, BEL had raised Rs. 500 
crore through a qualified institutional placement (QIP) of shares in May 2017, which will largely be 
utilised towards its capex projects. The company’s hospitality projects (a mix of mature and newly 
commissioned assets), support the growth prospects of the Group. In addition, stabilisation of operations 
in the recently commissioned commercial for lease and hospitality assets would further boost BEL’s cash 
flows in FY2018.  
 
The ratings, however, are constrained by the increasing debt levels of the company owing to investments 
in the ongoing capex and land banking. On a consolidated basis, BEL’s debt levels increased from Rs. 

1,999 crore as on March 2016 to Rs. 2,177 crore as on March 2017 and further to Rs. 2,289 crore as on 
June 2017. Given the large funding requirements arising from the ongoing and planned projects as well as 
land payment commitments, BEL’s debt levels are expected to increase further in the near-to-medium 
term. Nonetheless, the gearing level would likely be kept in check by the fund infusion of Rs. 500 crore 
through QIP in May 2017. Its pre-sales in the residential real estate segment weakened in FY2017 and 
continues to be moderate in Q1 FY2018 on account of the challenging market conditions. This reduces 
visibility on future operational cash flows from this segment. Moreover, BEL’s expansion to the 

hospitality segment may result in moderation of its profitability indicators in the medium-to-short term as 
well as expose it to the inherent cyclicality of the sector. The ratings are also constrained by the 
concentration of BEL’s operations in the Bangalore market as the company remains exposed to 

fluctuations in a single market’s performance. 
 
 



 

Going forward, BEL’s ability to improve its pre-sales in the residential segment, performance of its 
hospitality portfolio, extent of capital expenditure and investment in land and timely tie-up of leases in the 
ongoing commercial projects will be the key rating sensitivities. 
 
Key rating drivers  
 
Credit strengths 
 Established market position in Bangalore real estate market: BEL is one of the leading real estate 

developers in Bangalore. It has completed and delivered a total area of more than 30 msf, comprising 
over 100 real estate and hospitality projects. 

 Diversified revenue portfolio with presence in residential, commercial and hospitality segments: 
BEL generates revenue primarily from three segments, namely sale of residential and commercial real 
estate projects, lease income from commercial property (office and retail) owned by it and income 
from hospitality projects. In FY2017, BEL derived around 78% of its revenues from real estate 
operations (including sale of commercial property), 9% from hospitality assets and 13% from its lease 
segment.  

 Stable cash flows from the commercial lease segment: BEL’s commercial real estate portfolio, 

with leasable area of 2.16 msf generates stable lease income with annualised rental potential of close 
to Rs. 240 crore.  

 Improved capital structure and liquidity position post infusion of funds through QIP: In May 
2017, BEL had raised equity funds of Rs. 500 crore through QIP of shares. This has improved the 
capital structure and liquidity position of the company and has reduced its dependence on debt 
funding for the ongoing and planned capital expenditure projects in the near-to-medium term. 

 Financial flexibility derived from undrawn bank lines: As of June 2017, BEL had undrawn bank 
lines of Rs. 646 crore (including undrawn debt against residential portfolio) which results in financial 
flexibility and comfortable liquidity position for the company.  

 
 

Credit weaknesses 
 High level of ongoing and planned capex as well as land investments: Given the large funding 

requirements arising from the ongoing and planned capex and land payment commitments, BEL’s 

debt levels are expected to increase further in the near-to-medium term. The bulk of the future capex 
outflow is likely to be on account of two commercial real estate projects with total leasable area of 
5.00 msf. Nonetheless, backed by the recent equity fund raising, the gearing levels are expected to 
remain in check despite the high capital expenditure. 

 Weak pre-sales from residential segment in FY2017 and Q1 FY2018: In the residential real estate 
segment, BEL has witnessed a decline in pre-sales volumes over FY2016, FY2017 and Q1 FY2018. 
BEL reported residential pre-sales of 0.28 msf in Q1FY2018, which is 23% lower on a y-o-y basis. 
Though BEL has been able to maintain high collections from customers in FY2017 and Q1 FY2018, 
ICRA expects the growth in cash flows from the segment to be moderated in the near term due to the 
weak sales velocity in the recent quarters. 

 Near-term profitability from hospitality segment impacted due to pending stabilisation of new 
assets: The losses from the newly commissioned assets during the stabilisation phase in the 
hospitality segment have impacted overall profitability from this segment in FY2017 and Q1 FY2018. 
Going forward, the timely stabilisation of operational and financial metrics of newer assets in the 
hospitality segment will be key rating sensitivities. 



 

 
 High concentration on the Bangalore real estate market: Though BEL’s revenue mix is 

moderately diversified among the various segments it operates in, it is mainly focused on the 
Bangalore real estate market. The Bangalore projects represent around 90% of the ongoing residential 
development (by area), exposing the company to adverse movements in the regional real estate 
market. Moreover, out of the total land bank of 508 acres as of June 2017, 74% is located in the city. 

 
 

Analytical approach: While assigning the ratings, ICRA has taken a consolidated view of BEL along 
with its subsidiaries, given the strong operational and financial linkages between these entities. 
 
Links to applicable criteria  
Corporate Credit Rating Methodology 
Rating Methodology for Real Estate Entities 
Rating Methodology for Debt Backed by Lease Rentals 
 
About the company  
BEL, a real estate development company, is promoted by Mr. M.R. Jaishankar and his family. The 
Brigade Group has completed and delivered a total area of more than 30 msf, comprising over 100 
residential, commercial and hospitality projects. BEL has established itself as one of the major diversified 
real estate developers in Bangalore. At present, it is developing 15.78 msf of real estate projects (by 
saleable area), 5.21 msf of leasing development and four hospitality projects. Though BEL’s operations 

are mainly concentrated in Bangalore, it is developing a few projects in other cities such as Mysore, 
Kochi, Mangalore, GIFT City and Chennai.   
 
In FY2017, BEL (consolidated) reported total comprehensive income of Rs. 168 crore on operating 
income (OI) of Rs. 2,024 crore as against a total comprehensive income of Rs. 138 crore on an OI of Rs. 
2,038 crore in FY2016.  
 
Key financial indicators (consolidated) 
  FY2016 FY2017 
Operating Income (Rs. crore) 2037.9 2024.1 
PAT (Rs. crore) ^ 138.2 167.5 
OPBDIT/ OI (%) 24.1% 28.4% 
RoCE (%) 15.6% 16.9% 
  

  Total Debt/ TNW (times) 1.5 1.3 
Total Debt/ OPBDIT (times) 5.0 4.5 
Interest Coverage (times)  2.5 2.3 
NWC/ OI (%) 65% 70% 

OI: Operating Income; PAT: Profit after Tax; OPBDIT: Operating Profit before Depreciation, Interest, 
Taxes and Amortisation; ROCE: PBIT/Avg (Total Debt + Tangible Net-Worth + Deferred Tax Liability - 
Capital Work - in Progress);  
NWC: Net Working Capital; ^ Total comprehensive income 
 
Status of non-cooperation with previous CRA: Not applicable 
 
Any other information: Not applicable  
 

https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=476&Title=Real%20Estate%20Entities&Report=Real%20Estate,%20Rating%20Methodology,%20Mar%202017.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=511&Title=Debt%20Backed%20By%20Lease%20Rentals%20(Lrd-Lease%20Rental%20Discounting%20Loans)&Report=Debt%20Backed%20by%20Lease%20Rentals,%20Rating%20Methodology,%20Jun%202017.pdf


 

Rating history for last three years 
Table 

Sl.No Instrument 

Current Rating Chronology of Rating History for the Past 3 Years 

Type 

Amount 
Rated 
(Rs. 

crore) 

Date & 
rating 

Date  & Rating in 
FY2018 

Date  & Rating in 
FY2017 

Date  & 
Rating in 
FY2016 

Date  & 
Rating 

in 
FY2015 

    
October 

2017 
September 

2017 
May 2017 

March 
2017 

September 
2016 

August 
2015 

July 
2014 

1 
Fund-based 
Limits 

Long 
Term 

2,870.0 [ICRA]A 
(Stable) 

[ICRA]A 
(Stable) 

[ICRA]A 
(Stable) 

[ICRA]A 
(Negative) 

[ICRA]A 
(Stable) 

[ICRA]A 
(Positive) 

[ICRA]A 
(Stable) 

2 
Non-fund 
Based 
Limits 

Short 
Term 

60.0 [ICRA]A1 [ICRA]A1 [ICRA]A1 [ICRA]A1 [ICRA]A1 [ICRA]A1 - 

 
Complexity level of the rated instrument: 
ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly 
Complex". The classification of instruments according to their complexity levels is available on the 
website www.icra.in 

 

http://www.icra.in/


 

Annexure-1 
Instrument Details 
Name of the instrument  Date of 

Issuance 
Coupon 

Rate 
Maturity 

Date 
Amount Rated 

(Rs. crore) 
Current Rating 

and Outlook 

Term Loans 
- - 2017-

2026 
2,870.0 [ICRA]A (Stable) 

Letter of Credit / Bank 
Guarantee 

- - - 60.0 [ICRA]A1 

Total    2,930.0  
Source: BEL 
 



 

 
Contact Details 

Analyst Contacts 
K Ravichandran 
+91 44 4596 4301 
ravichandran@icraindia.com 
 
Mathew Kurian Eranat 
+91 80 4332 6415 
mathew.eranat@icraindia.com 
 

Shubham Jain  
+91 124 4545 306 
shubhamj@icraindia.com 
 
Pavan P 
+91 80 4332 6418 
pavan.p@icraindia.com 
 

Relationship Contact 
L. Shivakumar  
Tel. No. +91-022-6169 3300 
shivakumar@icraindia.com 
 
 
About ICRA Limited: 
ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and 
financial services companies as an independent and professional investment Information and Credit 
Rating Agency. 
Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a 
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock 
Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest 

shareholder. 
For more information, visit www.icra.in   
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Registered Office 
ICRA Limited 
1105, Kailash Building, 11th Floor, 26, Kasturba Gandhi Marg, New Delhi 110001 
Tel: +91-11-23357940-50, Fax: +91-11-23357014 
 
Corporate Office 
Mr. Vivek Mathur 
Mobile: +91  9871221122 
Email: vivek@icraindia.com 
 
Building No. 8, 2nd Floor, Tower A, DLF Cyber City, Phase II, Gurgaon 122002 
Ph: +91-124-4545310 (D), 4545300 / 4545800 (B) Fax; +91- 124-4050424 
 
Mumbai 
Mr. L. Shivakumar 
Mobile:  +91  9821086490  
Email: shivakumar@icraindia.com 
 
3rd Floor, Electric Mansion 
Appasaheb Marathe Marg, Prabhadevi  
Mumbai—400025, 
Board : +91-22-61796300; Fax: +91-22-24331390 

Kolkata 
Mr. Jayanta Roy 
Mobile:  +91 9903394664 
Email: jayanta@icraindia.com 
 
A-10 & 11, 3rd Floor, FMC Fortuna 
234/3A, A.J.C. Bose Road  
Kolkata—700020 
Tel +91-33-22876617/8839 22800008/22831411, 
 Fax +91-33-22870728 

Chennai 
Mr. Jayanta Chatterjee 
Mobile: +91  9845022459 
Email: jayantac@icraindia.com 
   
5th Floor, Karumuttu Centre  
634 Anna Salai, Nandanam 
Chennai—600035 
Tel: +91-44-45964300; Fax: +91-44 24343663 

Bangalore 
Mr. Jayanta Chatterjee 
Mobile: +91  9845022459 
Email: jayantac@icraindia.com 
 
'The Millenia'  
Tower B, Unit No. 1004,10th Floor, Level 2 12-14, 1 & 2, 
Murphy Road, Bangalore 560 008 
Tel: +91-80-43326400; Fax: +91-80-43326409 

Ahmedabad 
Mr. L. Shivakumar 
Mobile: +91  9821086490 
Email: shivakumar@icraindia.com 
 
907 & 908 Sakar -II, Ellisbridge,  
Ahmedabad- 380006 
Tel: +91-79-26585049, 26585494, 26584924; Fax: 
+91-79-25569231 

Pune 
Mr. L. Shivakumar 
Mobile: +91  9821086490 
Email: shivakumar@icraindia.com 
 
5A, 5th Floor, Symphony, S.No. 210, CTS 3202, Range 
Hills Road, Shivajinagar,Pune-411 020 
Tel: + 91-20-25561194-25560196; Fax: +91-20-
25561231 

Hyderabad 
Mr. Jayanta Chatterjee 
Mobile: +91  9845022459 
Email: jayantac@icraindia.com 
 
4th Floor, Shobhan, 6-3-927/A&B. Somajiguda, Raj 
Bhavan Road, Hyderabad—500083 
Tel:- +91-40-40676500 
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