
Gafisa S.A.
Form 6-K
May 06, 2016

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 6-K

REPORT OF FOREIGN ISSUER
PURSUANT TO RULE 13a-16 OR 15d-16 OF THE

SECURITIES EXCHANGE ACT OF 1934

For the month of May, 2016

(Commission File No. 001-33356),

Gafisa S.A.
(Translation of Registrant's name into English)

Av. Nações Unidas No. 8501, 19th floor
São Paulo, SP, 05425-070

Federative Republic of Brazil
(Address of principal executive office)

Indicate by check mark whether the registrant files or will file
annual reports under cover Form 20-F or Form 40-F.

Form 20-F ___X___ Form 40-F ______

Indicate by check mark if the registrant is submitting
the Form 6-K in paper as permitted by Regulation S-T Rule 101(b)(1)

Yes ______ No ___X___

Indicate by check mark if the registrant is submitting
the Form 6-K in paper as permitted by Regulation S-T Rule 101(b)(7):

Yes ______ No ___X___

Indicate by check mark whether by furnishing the information contained in this Form,
the Registrant is also thereby furnishing the information to the Commission pursuant

Edgar Filing: Gafisa S.A. - Form 6-K

1



to Rule 12g3-2(b) under the Securities Exchange Act of 1934:

Yes ______ No ___X___

If “Yes” is marked, indicate below the file number assigned
to the registrant in connection with Rule 12g3-2(b): N/A

Edgar Filing: Gafisa S.A. - Form 6-K

2



EARNINGS

RELEASE

1Q16

FOR IMMEDIATE RELEASE - São Paulo, May 5, 2016 – Gafisa S.A.
(Bovespa: GFSA3; NYSE: GFA), one of Brazil’s leading homebuilders,
today reported financial results for the first quarter ended March 31,
2016.

GAFISA RELEASES
1Q16 RESULTS

MANAGEMENT COMMENTS AND
HIGHLIGHTS

The first quarter of 2016 was characterized by continued economic
deterioration and political uncertainty in Brazil. These market conditions
came as a result of high interest rates and rising inflation and
unemployment rates, which in turn, pressured the Brazilian real estate
market. The Gafisa Group, due to its diversification in both the
medium-high income and the low income segments, have been fairly
resilient in this challenging period.

The Gafisa and Tenda segments each faced substantially different
operating environments throughout the first quarter. The Gafisa segment
was significantly impacted by the poor macroeconomic environment. It
seeked to maintain a conservative launch strategy, while also focusing
on operational and project-level improvements. The Tenda segment,
conversely, benefited from greater resilience in the low-income market,
and was able to consistently expand the scale of its business model.

In 1Q16, the Gafisa segment recorded a reduction in the volume of
launches from the previous quarter and also faced an increased level of
dissolutions, which impacted the results of the period. The segment
launched one project in the first quarter in São Paulo, representing
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R$80.1 million in PSV, with sales starting in the last week of March.

The Gafisa segment’s operating performance reflected impacts from both
a difficult macroeconomic environment and political instability. This was
particularly notable in January and February. Gross pre-sales totaled
R$237.1 million in the first quarter, with dissolutions reaching R$170.3
million, resulting in net pre-sales of R$66.8 million. The result was down
72.7% compared to the previous quarter, and decreased 62.8%
compared to 1Q15.

Edgar Filing: Gafisa S.A. - Form 6-K

MANAGEMENT COMMENTS ANDHIGHLIGHTS 4



EARNINGS

RELEASE

1Q16

As a result of the market difficulties, Gafisa
segment’s SoS was 3.3% in 1Q16, compared to
10.8% in the previous quarter and 8.0% in 1Q15.
Gafisa segment’s SoS in the last twelve months
reached 28.9%, compared to 27.9% in the same
period last year. The volume of dissolutions in the
Gafisa segment was higher than the last 12 month
average, and a key driver of quarterly results. The
increase came as a result of a high level of project
deliveries in 4Q15, which accounted for R$1.0 billion
in PSV, approximately 43.3% of total delivered PSV
last year.

One of the main operating guidelines which the
Company has emphasized since the start of 2015 is
its focus on the sale of inventory units. As a result,
87.8% of net sales during the 1Q16 were related to
inventory. However, given the higher volume of
dissolutions related to projects launched before
2015, net sales of 2015 launches inventory
represented 82.0% of total net sales of remaining
units, mainly reflected in Gafisa segment’s capacity
of generating revenues.

We ended 1Q16 with 24 projects under construction,
all on schedule and within the delivery timeframe,
reflecting our commitment to clients. In 1Q16, we
delivered 2 projects accounting for 191 units, and
representing R$104.8 million in PSV. The transfer
volume reached R$110.0 million, showing our good
level of operational controls and efficiency, which
despite the current credit restrictions, still manages
to partner with banks in the transfer process.

We expect the current market conditions to continue
in the coming months, considering consumer
confidence levels, decreases in household income
and limited financing availability. It appears that the

Compared to 1Q15, the Tenda segment recorded
launches of R$228.5 million 1Q16, comprised of 9
new projects/phases in the states of São Paulo, Rio
Grande do Sul, Minas Gerais, Bahia and
Pernambuco. Launches represented 8.2% of the
Tenda segment's total sales in the period, and the
quarter's SoS reached 23.9%, up from the 23.3%
recorded in 1Q15.

1Q16 gross sales reached R$312.7 million and
dissolutions remained at a moderate R$46.2 million,
resulting in net pre-sales of R$266.5 million, an
increase of 12.2% sequentially and 9.4% higher
year on year.

In 1Q16, the volume of dissolutions decreased by
17.9% year on year, and increased 15.9%
sequentially, in line with a higher gross sales
volume. Percentage of dissolutions over gross sales
reached 14.8%.

Since 2013, when the new model operations started,
Tenda has launched 60 projects, representing a
total of R$2.2 billion in PSV. Of this total, Tenda has
delivered R$845.1 million, comprised of 22 projects/
phases. Notably, all projects related to the first year
of new model operations (2013) have been
completed and delivered within the agreed time. In
relation to the 2014 projects, only 3 of the 14
projects launched that year are still waiting delivery
and are scheduled to be delivered within the next
months. In 1Q16, the Tenda segment delivered 3
projects/phases corresponding to 464 units, and
representing R$61.7 million in PSV.

In the coming quarters, Tenda will continue to focus
on increasing its scale by growing  launches and
implementing strategies designed to ensure a strong
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country will take some time to exit the current
downturn, which ultimately delays our expectation
for a recovery in the real estate market. In light of
this, we may see a more restrictive liquidity
environment, which may impact pricing levels,
margins and sales volumes. We maintain a
conservative approach moving into the rest of 2016
in regards to the placement of new products in the
market. We are prioritizing those projects with more
liquidity, in order to reach adequate sales and
profitability levels.

Tenda’s 1Q16 results reflect a more comfortable
scenario in the low-income market, with relevant
launches and decreasing dissolutions, specially due
to the transfer policy, which occurs immediately after
the sale, as well as from the reduction in its legacy
portfolio. The Tenda segment continues to
concentrate on increasing the scale of its new
business model.  The consolidation of Tenda’s new
model is based on four strategic pillars – aluminum
mold, contracted launches, sales in own stores, and
the transfer of sales to financial institutions. Another
competitive advantage of the Tenda segment is its
concentration in the six main metropolitan areas of
the country - São Paulo, Rio de Janeiro, Belo
Horizonte, Porto Alegre, Salvador and Recife. These
factors enabled Tenda to achieve excellent
operating and financial results, with resumption of
net income, which  reached R$4.8 million in 1Q16.

sales pace, guided by market behavior. The
consistency of the segment’s results from new model
projects reaffirms management’s confidence in the
2016 business plan.
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On a consolidated basis, launches totaled R$308.6
million in 1Q16, a decrease of 1.6% year over year
and of 54.8% quarter over quarter. The Gafisa
segment accounted for 26% of 1Q16 launches,
while Tenda accounted for the remaining 74%. First
quarter 2016 net pre-sales totaled R$333.3 million, a
decrease of 21.3% year over year and a 30.9%
sequential reduction. In the quarter, sales from
launches represented 9.0% of total sales, while the
sale of inventory units represented 91.0%. The
Gafisa segment accounted for 20% of net pre-sales
while the Tenda segment represented 80%. 1Q16
consolidated adjusted gross profit was R$110.2
million, at a margin of 27.2%.

In the current economic environment, the Company’s
focus on greater stability in its cost and expense
structure is paramount. Selling and administrative
expenses were R$81.0 million in 1Q16, 14.2% lower
compared to 4Q15, confirming the Company's
efforts to respond to changes and movements in
real estate market conditions, thus providing a cost
structure more adequate to the current environment.

As a result of all this factors, Gafisa reported a
consolidated net loss of R$53.2 million in 1Q16,
compared to the R$31.6 million profit recorded in the
previous year period.

At the end of the year, the Net Debt/
Shareholders Equity ratio reached 46.5%, the lowest
level since 3Q14. Excluding project finance, the Net
Debt/Shareholder Equity ratio was negative 14.6%.

One of the positive highlights in the quarter was the
consolidated operating cash generation, which
reached R$94.3 million, ending the quarter with net
cash generation of R$28.3 million.

Our positive cash flow performance and the
maintenance of a low level of leverage reinforces
the Company's conservative approach to capital
discipline, which remains a priority during this period
of macroeconomic uncertainty in Brazil.

We will maintain this conservative approach
throughout the year, seeking to balance the
placement of new products on the market,
prioritizing those projects with more liquidity in order
to reach adequate sales and profitability levels. The
Gafisa segment, through its consistent and balanced
performance, is focused on improving the return on
invested capital. The Tenda segment is ready to
expand the volume of new projects, backed by the
positive results achieved from the new model and
the resilience of the low-income market. The
Company continues to advance guided by capital
discipline, its profitability goals, and value creation
for shareholders.

Sandro Gamba Rodrigo Osmo

Chief Executive Officer – Gafisa                                                     Chief Executive Officer – Tenda  

Edgar Filing: Gafisa S.A. - Form 6-K

MANAGEMENT COMMENTS ANDHIGHLIGHTS 7



Edgar Filing: Gafisa S.A. - Form 6-K

8



EARNINGS

RELEASE

1Q16

MAIN CONSOLIDATED FIGURES
Table 1- Operating and Financial Highlights (R$ 000 and % Company)

1Q16 4Q15 Q/Q(%) 1Q15 Y/Y(%)
Launches 308,648 682,905 -55% 313,581 -2%
Launches, Units 1,860 2,660 -30% 1,950 -5%
Net Pre-sales 333,339 482,648 -31% 423,344 -21%
Pre-sales, Units 2,137 2,256 -5% 1,908 12%
Pre-sales of Launches 30,116 321,502 -91% 59,716 -50%
Sales over supply (SoS) 10.6% 14.1% -350 bps 12.8% -220 bps
Delivered projects (PSV) 166,500 1,239,270 -87% 785,748 -79%
Delivered projects, Units 655 3,121 -79% 3,534 -81%
Net Revenue 405,534 559,246 -27% 519,501 -22%
Adjusted Gross Profit1 110,239 189,319 -42% 179,302 -39%
Adjusted Gross Margin1 27.2% 33.9% -670 bps 34.5% -730 bps
Adjusted EBITDA2 15,495 78,026 -80% 96,366 -84%
Adjusted EBITDA Margin2 3.8% 14.0% -1,020 bps 18.5% -1,470 bps
Net Income (Loss) (53,227) 827 - 31,651 -
Backlog Revenues 708,871 764,024 -7% 930,601 -24%
Backlog Results3 275,030 310,127 -11% 367,567 -25%
Backlog Margin3 38.8% 40.6% -180 bps 39.5% -70 bps
Net Debt + Investor Obligations 1,415,038 1,443,377 -2% 1,535,215 -8%
Cash and cash equivalents 792,076 712,311 11% 1,116,168 -29%
Shareholders’ Equity 3,043,671 3,095,491 -2% 3,066,952 -1%
Shareholders’ Equity + Minority 3,046,284 3,097,236 -2% 3,070,891 -1%
Total Assets 6,779,953 6,760,332 0% 7,333,898 -8%
(Net Debt +Obligations) / (SE +
Minority) 46.5% 46.6% -10 bps 50.0% -350 bps

1) Adjusted by capitalized interestes.

2) Adjusted by expenses with stock option plans (non-cash), minority. Consolidated EBITDA considers
the equity income from Alphaville.

3) Backlog results net of PIS/COFINS taxes (3.65%), and excluding the impact of PVA (Present Value
Adjustement) method according to Law 11.638.
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FINANCIAL RESULTS
§ 1Q16 net revenue recognized by the “PoC” method was R$171.0 million in the Gafisa segment and
R$234.5 million in the Tenda segment. This resulted in consolidated revenue of R$405.5 million, a
decrease of 21.9% year-on-year and a decrease of 27.5% from the previous quarter.

§ Adjusted gross profit for 1Q16 was R$110.2 million, lower than than R$179.3 million recorded in 1Q15
and down from R$189.3 million in 4Q15. Adjusted gross margin reached 27.2%, compared to 34.5% in
1Q15 and 33.9% in the 4Q15. The Gafisa segment accounted for an adjusted gross profit of R$36.0 million,
with an adjusted gross margin of 21.0%, while the Tenda segment accounted for an adjusted gross profit of
R$74.2 million, with a margin of 31.7%.  

§ Consolidated Adjusted EBITDA was R$15.5 million in 1Q16, with an adjusted EBITDA margin of 3.8%.
The Gafisa segment reported negative adjusted EBITDA of R$18.1 million, while the Tenda segment’s
adjusted EBITDA was positive R$22.8 million. Please note that consolidated adjusted EBITDA includes
Alphaville equity income, while the Gafisa segment’s adjusted EBITDA is net of this effect.

§ The Company reported net loss of R$53.2 million in 1Q16, compared with net income of R$0.8 million in
4Q15 and the profit of R$31.6 milllion in 1Q15. The Gafisa segment reported a net loss of R$58.0 million,
while the Tenda segment reported a profit of R$4.8 million.

§ Operating cash generation totaled R$94.3 million in 1Q16. Net cash generated in the quarter was R$28.3
million.

.
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OPERATING RESULTS
§ Launches totaled R$308.6 million in 1Q16, comprising 10 projects in the states of São Paulo, Rio Grande
do Sul, Minas Gerais, Bahia and Pernambuco, in line with the R$313.6 million launch volumes in 1Q15.
The Gafisa segment accounted for 26% of the quarter’s launches, while the Tenda segment accounted for
the remaining 74%.

§ Net pre-sales totaled R$333.3 million, 21.3% lower than the R$423.3 million recorded in 1Q15 and
30.9% lower q-o-q. The Gafisa segment reached R$66.8 million and the Tenda segment reached R$266.5
million in 1Q16. Consolidated sales from launches in the quarter represented 9.0% of the total, while sales
from inventory comprised the remaining 91.0%.

§ Consolidated sales over supply (SoS) reached 10.6% in 1Q16 compared to 14.1% in 4Q15, and 12.8%
in 1Q15. On a trailing 12-month basis, Gafisa’s SoS was 28.9%, while Tenda’s SoS was 55.0%.

§ Consolidated inventory at market value presented a reduction of 3.6% in 1Q16, and stood at R$2.8
billion. Gafisa’s inventory ended the quarter at R$2.0 billion, while Tenda’s inventory totaled R$849.1 million.

§ Throughout the first quarter, the Company delivered 5 projects/phases, totaling 655 units, accounting for
R$166.5 million in PSV.

5
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ANALYSIS OF RESULTS

Gafisa Segment
Sales Volume, Revenue Level and Profitability Impacted by the

Higher Volume of Dissolutions and Challenging Market Environment

Table 2 – Gafisa Segment – Operating and Financial Highlights (R$ 000 and % Gafisa)

1Q16 4Q15 Q/Q(%) 1Q15 Y/Y(%)
Launches 80,104 380,270 -79% 75,227 6%
Net pre-sales 66,842 245,196 -73% 179,807 -63%
Net pre-sales of
launches 8,187 129,227 -94% 14,436 -43%

Sales over Supply
(SoS) 3.3% 10.8% -750 bps 8.0% -470 bps

Delivered projects
(Units) 191 1,641 -88% 1,847 -90%

Net Revenue 170,982 352,424 -51% 340,058 -50%
Adjusted Gross Profit1 35,979 127,392 -72% 125,502 -71%
Adjusted Gross
Margin1 21.0% 36.1% -1,510 bps 36.9% -1,590 bps

Adjusted EBITDA 2 (18,140) 49,858 - 58,291 -
Adjusted EBITDA
Margin 2 -10.6% 14.1% -2,470 bps 17.1% -2,770 bps

Net Income (Loss) (58,021) 13,818 - 20,205 -
Backlog Revenues 427,365 497,561 -14% 742,154 -42%
Backlog Results3 159,970 192,355 -17% 294,093 -46%
Backlog Margin³ 37.4% 38.7% -130 bps 39.6% -220 bps
1) Adjusted by capitalized interestes.

2) Adjuested by expensives with stock option plans (non-cash), minority. Consolidated EBITDA
considers the equity income from Alphaville.

3) Backlog results net of PIS/COFINS taxes (3.65%), and excluding the impact of PVA (Present Value
Adjustement) method according to Law 11.638.
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The 1Q16 results were marked by a lower volume of net sales, resulting from the high volume of
dissolutions related to uncertainty in the political and economic environment. Despite the higher share of
projects launched before 2015 in the gross sales mix (74.7% of gross sales), the high volume of
dissolutions in these projects (97.8% of dissolutions in the quarter) resulted in a concentration in net sales
of inventory from more recent projects. Thus, revenues in the quarter were impacted not only by the lower
volume of net sales, but also by the concentration of net sales in projects with slower evolution of work
progress. These factors impacted the segment's profitability in the first quarter.

Gross margin in 1Q16 was mainly impacted by the following factors:

 (i)     R$25.3 million net effect, due to the volume of dissolutions higher than average, mainly those related
to corporate projects - 25.2% of total dissolved PSV during the period. Commercial units have a direct
financing model, whose balance is adjusted only after the delivery (IGMP + 12.0% p.y. interest). Due to this
adjustment, the reversed revenue is higher, generating a stronger impact when cost and revenue are
reversed;

 (ii)   R$6,6 million, related to the increase in provisions for doubtful accounts and dissolutions for
customers who present significant evidence regarding the risk of dissolution of their contracts;

6
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 (iii)  R$6,9 million, related to other effects, such as a

Edgar Filing: Gafisa S.A. - Form 6-K

Gafisa Segment 15


