PROPERTY TA

Realty Funding

Options

Ajay Jain, Executive Director - Investment banking and Head Real Estate, Centrum Capital Ltd.,
5  sectoral specialist with close to 25 years of sxparience In fund-raising activities from banks
PEs, NBFCs, mutual tunds, HNIs, overseas investors and structured financiers. He shares his inputs

tava on the current real-estate Investment scenarno

WIEh Sa0na Sivi,

H_ Howis RERA influencing
developer’s financial
situation?

RERA provision fer developars to
chitan all spprovals before lnnching
ay project pechibils pre-daunches

to rais funds froe the custamers
Also, developers now have to keep
0 per et of thse progeeds from
APIORET ls ) €SETOW B ot
which will restract dheir ability to dip
o propect sake revemues. Ealir,
developers used 15 per cend of hheir
o fimds, mother 25 per cont from
batiks ar NBI ol 50 per
et Frony eale procecds Now finds
generaed from sale procesds will

camic down 1o 20-30 per ¢t fof

rest they would need project-wise
fundeng. Therefore, we do expect 10
see » ot of urmiod] in the nest 18 to
2 mouths \
Inplementation of RERA
will brng financial discipline
transparency, arcountability and
complimee in the sector. 1t will case
Uve jobo of lenders as the pranoler’s
trick revord will be svainble onlme
with mfoemaion of arty financial

Inssdeineanot of ermimal reserd
With ¢eeporsic govemianee coming
B Indhian resd-dtate. Biore will
defimtely be nirese n fndimg

i the sector, both domest and
whermtaans| The banks have started
Isnding m a big Wiy [ONBEC and
losing finance ¢ omp aics sid

direcily to cradible developas
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The developers
have to pay almost
42 per cent in the
form of varions
taxes to the
government; about
24 per cent goes
lowards NBFC loan
interest and after
including the land
cosl, developers
today make very
slim margins. Post
RERA developers
who have the
capabilities,
resources and
money will only
survive,

1 How will RERA impact
the home buyers?

Most of the developers will Lave
10 bormow project-by -project
mder RERA Ieading to serious
nder supply md hagher rales of
real-estate The hwary-housing
segne and mad-tuh el e
Je Wilesang dlowidan but
nedtgage rae reductions by

T sales
ativercforms Io fa

process wil

vy
1¢ mid handover
¥ ke
coets 1 check md banelting e

pronats o

buvers

(1 What are the various
routes available for the
developers for the capital?
May privaie cquily Rmds are
corming up with special situation
fundk, themed N md cven

construction fiance of cormpeltve
¥

rates. Lender nstintions s

g

andzation of fis m of

LAP (Loan against Propenty), LRD
(Leme Rental Ducowtng and NCT)
(Nonconvenible Debentires
Moreover, PE funds and NBPC
provide aptians for acquinng bad
parcels and findng for rendetml
and comumercial projects that are ot
2 mascerd stage. Struchured funds
provade chaoree of bl rgpayment
schaditle matched with cash
B anticrpated B & primed

Developers have hize bind parcels
that can akso be used u¢ recurity
etabrbng a higher loan amoud af 2
concessmal intered rale

(1 What are some of the
criteria used by investors to
identify suitable borrower?
Firet aid forctinodt 1 the track record
of the developar mehidmg. crenmal

fruexnal, project delivery
and loan rep

project takes sbot five
yems o conplete, the
developer should lave
seen minmam tvo cycles
of progect development
Le. the company should

of lemst 10 yeurs

¥ it hiave

delvered one m
sqsre feel. Tu casg of

A particuly project. he
pennmaces & approval
stags. the location and
pricug of the project
developer v execution
capability mnd fipanca
competency are the najor
cteria

Investors prefer category
Adevdopas

Categery B developers in
top cities like Mumbai,
Pme, NCR, Bengaluru
Chena and Hydersbad
Usaally, finance ir offered
by baniks at | 2:15 per
ca, by NBFCy al 1418
per cenl, and by PEF ot
1924 pex conl
Categary A developere
a7s those which have
legaey of several ¥

constructed more than 10million
squire feet The Citegory B
developars have consmuted coe
maltion square feet and mere. The
Categary C developers are the
professionally nnaged startoups
that kave five ycars of expenence
From lenders perspective, culy 2§
per cent developers mross |

belong 1o Calepary A

In India, REITs
have become more
practical after

the government
exempted dividend
distribution tax
(DDT).It will help
developers lo
monelize their
commercial assets,
attract domestic
and foreign
investors as well as
provide liquidity
Lo the commercial
and retail segment,

R Is the Indian real-
estate ready for REIT?
R ¢ and
develop fereal-stte
properhicy proaily o
operadc them a¢ part of s
o investment portfidio, ae

opposed toreselkng those
piopertics after they have

heen developed

take 2 while
for o poetraic

Lndian realty sectoe As of

ot mvesmen! ophans
for RETTy is restricted to
office md retail spaces oaly
and that too m Therl clies
of Murnba. Dedu-NCR.
Hyderabad. Koflta. Chamna
Almedabad Baogalore and
Puie

The chllenge ts that for
REIT, spproxanely R
800 crore asvats should be

thae o oas place. To fori

such @ Trosl, # 8 nl casy 1o
by wesets whndh bekng 10
deflerent owness of diffaent

Companics himig e

omner, since it attracls stamp
duty. ncome tax and capital
gains taxx as the case mary

be. Each company, which
hiods such assets, should be
having different directorship and
dharcheldme pattemn.

The otber st i the sourve of
wxcone for the underlymy st
would be rental meome. which
would b desyibuted i e form
of dyvidendto ik holda Onee
¥ geti isted dhuc to o degth
il takes such sstrument,
 might trade |owes than the
face valne Alee, simp lification

of s, taves and Sarmp duty
wold be rogired to make the
schemey werkable In aich o
scenano, GET Bill is a step i the

right direction
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