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Home Sales Record 154% Growth

eyear 2022 started on a very positive note

for the National Capital Region (NCR)’s

residential market with a new upcycle in

terms of both new supply and demand in

the primary market. In H1 2022, NCR’s

residential market maintained demand momentum

with half-yearly sales of 29,101 units. This is the high-

est sales clocked in any half yearly period since H2
2013.

Notwithstanding the evolving scenario on increased
home loan interest rate, new home sales registered
in H1 2022 recorded a 154% YoY growth. The high
growth wasalso driven by low sales volume recorded
in the H1 2021 period, when sales activity had been
adversely impacted due to the delta variant of
COVID-19 pandemic.

In line with the trend witnessed in H1 2021 and H2
2021, the share of products with ticket sizes < INR 5
million in the total sales volume continued to diminish
in H1 2022. From 36% in H1 2021, the share of this
category has shrunk to 25% inH1 2022. Thedemand
shift to ticket sizes upwards of INR 5 million has been
significant, a trend prevalent across locations due to
the need for upgrading the family’s primary resi-
dence. InNCR'soverall sales volume, the share of INR
5- 10 million segment has climbed from 26% in H1
2021 t034% in H1 2022.

The structural shift in homebuyer preferences has
been a blessing in disguise for the high-end and pre-
mium residential ssgmentin NCR. Demand for bigger
and better homes equipped with modern amenities
to support long periods of home isolation has given a
fillip to products above INR 10 million in the total sales
volume. The share of such products has increased
from 38% in H1 2021 to 41% in H1 2022. Heightened
buyer interest for such developments will continue to
have a prominent impact on the overall sales volume
for the remainder of the year.

With buoyancy in home sales since H2 2020, home
sales not only breached pre-pandemic levels but also
led to homebuyers lapping up ready inventory.
Developers, being cognizant of a strong homebuying
appetite, have been augmenting the supply of new
residential projects since the past few months. Inthe
first half of 2022, 28,726 new residential units were
launched in the NCR region recording a growth of
876% Yoy.

Many developers have increased residential prices
in the past few quarters to absorb the rising input
costs. In the past six months, the impact of rising in-
put costs for cement and steel have bumped up the

A Paradigm

Shift in

NCR’sresidential market
has maintained demand
momentum with sales of
29,101 units in H1, says
Knight Frank India
survey.

residential product pricing in NCR in a very pro-
nounced manner. Due to the current demand mo-
mentum, prices have firmed up across many loca-
tions. InH1 2022, the average residential pricinginthe
NCR market stood ata 7% annual upswing compared
to the H1 2021 period. With the strong underlying
trend in NCR’s residential realty, if this demand surge
issustained, developers may continue to revise prices
upwards if the cost cycles keep increasing.

Ahealthy demand for residential real estate led toa
6% YoY correction in the unsold inventory burden in
NCR in H1 2022. At the end of the H1 2022 period,
NCR'’s unsold inventory stood at 95,811 residential
units. However, compared to the half yearly period of
H1 2021, when unsold inventory had shrunk by 13%
YoY due to the post-pandemic recovery, the rate of
decline tapered off as new residential launches played
catch-up during this period.

Dueto the decline in unsold inventory, the quarters-
to-sell (QTS) also inched down from 14.7 in H2 2021
t0 9.6 at the end of H1 2022. QTS is the number of
quarters required to exhaust the existing unsold in-
ventory in the market. The existing unsold inventory
isdivided by the average sales velocity of the preced-
ing eight quarters to arrive at the QTS number for the
currentquarter. The QTS of NCR reduced significant-
ly in the past one year due to sustenance in demand
for residential products in the primary market.

Demand

Pattern
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The demand is for a bigger apartment size with the share of

INR 5- 10 million ticket size category increasing from 18% in
HI 2021 to 45% in H1 2022, says Knight Frank India survey.

dential market noted good sales

volume with 7,090 units sold during
this period. Whilst this represents a
39% Year-on-Year (YoY) increase, the
sales velocity compared to the H2
2021 period has slowed down. This is
primarily due to the fact that many
homebuyers completed their primary
home purchases in the six months be-
fore the announcement in March 2022
about the third extension of 2% gov-
ernment rebate on stamp duty for
property registration of all documents
(except the documents of amalgama-
tion of contiguous land) to September
30, 2022.

Due to demand sustenance and low
home loan interest rates, most of the
ready to move ininventory in the city is
nearing exhaustion. This has prompt-
ed real estate developers to launch
new residential projects translating
into 6,686 residential units launched in
H12022. As new launches had slowed
down during H1 2021 due to the sec-
ond wave of the pandemic, this repre-
sents a 205% YoY upswing due to the
base effect. This is the highest number
of new launches recorded since H1
2017 in Kolkata’s residential market.

In line with past trends, the share of
ticket sizes < INR 5 million continued to
command the lion’s share in the overall
sales volume. In H1 2022, this category
comprised 62% of Kolkata’s overall
sales, shrinking only marginally from
the 63% share recorded in H1 2021.

o

In H1 2022, Kolkata’s primary resi-
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InH1 2022, the share of projects with
ticket sizes of INR 5-10 million re-
mained stable at 25%. In H1 2021, this
category had accounted for a 24%
share of total sales. The homebuying
preferences for spacious homes con-
tinue to benefit both the mid-end and
high-end segments.

Residential products in > INR 10 mil-
lion category commanded a similar
sharein the total sales volume asin H1
2021 remaining stable at 13% at the
end of this review period. It wasn't only
the pandemic, the state government's
demand stimulation by way of stamp
duty cut has been a big demand driver
for new purchases in this segment.

Whilst South Kolkata commanded
the highest share of 31% in the city’s
sales volume in H1 2022, its share has
reduced from 40% in H1 2021. In con-
trast, North Kolkata’s share increased
from 27% in H1 2021 to 32% in H1
2022, making it the best performing
micro-market in the city.

In line with the previous year, the
trend of preference for a bigger apart-
ment size amongst homebuyers re-
mains a dominant theme in the resi-
dential market. With the homebuying
demand skewed in favour of bigger
units, new residential supply mirrors
this preference. In H1 2022, the share
of homes < INR 5 million decreased to
42% compared to the corresponding
period of H1 2021 when this segment
had commanded a mammoth 72%
share. The share of INR 5- 10 million

ticket size category increased from
18% in H1 2021 to 45% in H1 2022. In
the > INR 10 million category, the
share in new launches expanded from
9% in H1 2021 to 14% in H1 2022.

A high demand from homebuyers
coupled with high raw material costs
have led to a 4% YoY increase in aver-
age residential prices in H1 2022.
Several reputed developers are now
able to command a premium for their
under-construction residential devel-
opments. Due to two consecutive repo
rate hikes, housing affordability in the
near term has been impacted and we
are in a new residential business cycle
with both rise in volume and price.
While there are concerns regarding
the inflationary pressures on home
loan interest rate and property price,
the stamp duty rebate opportunity for
homebuyers continues until 30th
September 2022.

Astrong sales volume in the past one
year has led to a sharp decline in un-
sold inventory which now stands at
20,861 units, a 17% YoY decline.

The continuous reduction in Kolkata’s
unsold inventory has also led the quar-
ters-to-sell (QTS) for the city to inch
down from 9.8 in H1 2021 to 6.1 in H1
2022. QTS is the number of quarters
required to exhaust the existing un-
sold inventory in the market. The ex-
isting unsold inventory is divided by
the average sales velocity of the pre-
ceding eight quarters to arrive at the
QTS number for the current quarter.
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India’s Warehousing
Sector - The Way Ahead

ndia has the unique distinction of

being the 7th largest transport

and logistics industry in the

world. The expected growthis 1

to 1.2x of GDP growth rate. The
industry is highly fragmented and unor-
ganised and MNCs have less than 20%
market share in the market.

The global average for share of ser-
vices within logistics is 20%-25% while
itis low at 6-8% in India.

While capacity addition for traditional
warehousing has been growing at a
rate of 7 to 8%, modern warehousing
capacity has been growing at a CAGR of
18 to 20% and is the major driver for
warehousing landscape in India.

The steady growth in modern ware-
housing supply is due to rising preva-
lence of high quality products and so-
phistication in buying patterns.

Total India | 320 to 350
capacity million sqgft
Top 8 met- 7

ro cities B
Rest of o
India ca- 45%

Utilisation of modern warehouses in
key markets ranges from 85-95%,
whereas traditional warehouses oper-
ate at ~65% of the capacity.
¢ Over the next decade modern retail

and e-tail are expected to be the ma-
jor buyers of modern warehouses
across India.

¢ 3PL companies are expected to have
a play across the above sectors,
companies like DHL, ATS etc. have
major plans to invest in the sector.

e Covid has accelerated the pace of
development, investments and tech-
nological advancement in the ware-
housing sector.

Types of operating models

Developer Model

In this scenario, the land is procured
and the facilities are developed. Then
facility is leased out to logistics and 3PL
players

Developer plus Operator model

In this scenario, the land required for
warehouse is procured and the neces-
sary infrastructure is built. The devel-

oper will continue operations in the fa-
cilities.

Operator Model Modern warehousing capacity has been growing at a CAGR of 18

In this scenario, the facilities in the
warehouse are taken for lease various

serviceslie 3pL, warehousing, tradng, 10 20% which is the major driver for warehousing landscape in

distribution etc. are conducted

Technology integration in

Warehousing
Key benefits:
e Agile decision making .
« Improved operational efficiencyand  Warehousing —
cost optimization Key enablers to
« Near shoring capabilities pave the way ahead
¢ Enables timely and transparent data
flow among stakeholders 1. Investor participation to drive mo-
 Improved forecast accuracy mentum in the sector.
e Enhanced customer delight 2. E-commerce at the forefront of

warehousing demand.

Faster adoption of technology is likely 3. Greater adoption of technology will

to disrupt the way warehouses operate drive change

in India in the coming years. 4. Government initiatives to push the

e Internet of Things (ioT) sector demand across the country.

o Robotics 5. Push towards manufacturing will

e Blockchain in warehousing boost warehousing demand.

¢ Augmented Reality (AR)

e Big data and analytics Excerpts from the lecture delivered

o Mobile business solutions at E-commerce exhibition held at the

« Warehousing management system Chennai Trade Centre recently.

o Other expected automations: Mr Sushanta Dey
- Geo-tagging of orders is Technical Director -
- Delivery packaging linked to RFID Transport & Logistic, KPMG.

-Drones in-house inventory monitor-
ing

India, says Sushanta Dey.

OVERVIEW OF INDIA'S WAREHOUSING SECTOR

Grade C Grade B Grade A Grade A+
Grade A+ facilities possess similar
A traditional godown a;r':r:iurzi?] de;;?cility High grade warehouses matching g‘;{as;;iztsirglffegfif: dArgai::ggs’
like structure with with e xtensﬁle VAS international standards, often 3 r%vals q 9 ry
basis infrastructure - used as distribution centres. PP : .
capability They can be used either for ware-
housing or for light manufacturing.
Size Upto 5,000 sqgft ~10,000 to 20,000 >50,000 sqft+
Height ~12 ft ~20 ft >30 ft
Structure Standard brick Steel or pre-engi- Pre engineered structure
structure neered structure
Limited to floor Racking facility . . -
Storage stacking. available. Multi level racking facility
Services include N
Valug added Limited capacity labelling, bar coding, S|gn_|ﬁcant scope for Value added
services packing etc. services, usually automated.

rominent Indian tech hubs stand out as
Hydera b a d to ps Pthe most attractive locations to setup an
artificial intelligence (AI) office, owing to
(] their relatively cheap operating costs and
to set u p AI I “ deep software engineering talent pools, ac-
cording to fDi Intelligence sources.
[ The city of Hyderabad ranked first in fDi’s
I nd Ia fOI Iowed latest assessment of the world’s 100 most
competitive locations to set up Al-related op-
[}
b Chen na I In short, the study reveals the best cities to
open a modelled 70-person Al-focused centre

India alld China Stand Out das February 2022, Bosch Global Software

BEST LOCATIONS FOR COST OF
ARTIFICIAL INTELLIGENCE (AI) OFFICE

erations, followed by Bangalore and Chennai.

occupying 900 square metres of office space.

Several prominent corporations have re-
cently set up a presence in these Indian cities,

including US tech giant IBM, which opened a
new business process operations facility in

Hyderabad in November 2021. It will act as
backup to its sites in Chennai and Bangalore.

Svetlana Sicular, an analyst focused on Al at
Gartner, a technology research and consult-

ing firm, says that India “is probably the best

location for finding talent” for doing an Al pro-
ject, but not necessarily for leading thought.

Location Country Rank ‘ Total operating
cost/y ($m)*
Kyiv Ukraine 1st 2.33
Hyderabad India 2nd 2.46
Chennai India 3rd 2.48
Pune India 4th 2.83
Jakarta Indonesia 5th 2.91
Vilnius Lithuania 6th 2.93
Mumbai India 7th 2.99
Gurgaon India 8th 3.07
Bengaluru India 9th 3.12
Budapest Hungary 10th 3.25

This sentiment is reflected in the types of Al
operations opened by multinationals. In

Source: fDi Benchmark. *Cost needed to set up a 900 sqm office with 70 people
working on AL

Technologies, a subsidiary of Germany-based

2 Robert Bosch, announced plans to open a  including AL the cloud and cyber security. but cautions that the labour market is very
World S beSt places fOI'AI Labs: P P Allan Beechinor, the CEO of Altada, an  competitive: “There’s a huge risk of poaching

says fDi Intelligence

f
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technology and innovation centre in

Hyderabad, adding to its existing hub in  Ireland-based AI solutions provider that  and hunting onevery leve

|

Bangalore. The centre is expected to employ ~ OPened an Indian office in Ma“I'Ch 2022, says
3000 people by 2025 and will focus on areas  that Al talentin the country is “phenomenal”,
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Interest in Real Estate

Over 2 million NRIs in the UAE are exploring
real estate options both for self use and
investment purposes, reports V Nagarajan.

here has been a paradigm shift in

the demand pattern among Gulf

NRIs while investing in real estate

back home. With WFH option, de-

mand for larger unit is up and
luxury homes are finding favourite with NRIs
who are looking for additional amenities to
create workspace within home.

Bengaluru based Maxpo Exhibitions has
organised India property show in Dubai in
association with Gulf News at the Dubai
World Trade Centre. Close to 2,500 expatri-
ate Indian families have visited for India
property show on both the days. The qual-
ity of visitors came in for appreciation as
they are serious buyers and end users who
are looking for apartments in the price range
of Rs 60 lakh —Rs 1 crore. There is demand
for even units priced at Rs 1.6 crore and
above. A significant section of NRIs are
keen to invest in second homes. Budget vil-
las for Rs 1.5 crore and above are favourites
among NRIs.

For CAs and other professionals, rent yield-

ing commercial properties are becoming
favourites for investment. The ticket size
among individuals is said to be region of Rs
40-50 lakh. A consortium of NRIs are keen
to make collective investment in a single
unit.

Among the Indian cities that drove interest
among Gulf NRIs for investment in real in-
clude Mumbai, Pune, Bengaluru, Chennai,
Delhi-NCR, Hyderabad, Kochi, Bhopal,
Chandigarh and a few tier 2 and 3 cities.
Affordable housing in the price range of Rs
30 lakh-Rs 35 lakh drove demand.

According to the organisers, Gulf NRIs with
their proximity of living together over a pe-
riod of years have developed an affinity to
make collective investment in select proper-
ties. Itis said that there are about 50 NRIs
with varied options. This new trend among
collective investor option has not been ex-
perienced in the past, said the organiser.

There are enquires for holiday homes and
independent homes from select NRIs during
the event.

Institutional Realty Investments
reach USS2.6 billion in H1

ve
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2022, from just 13% share in H1
2021. In H1 2022, office sector

Indian real estate rose 14%
YoY in H1 2022. Domestic in-
stors garnered 38% share in H1

Institutional investments in

rnered 48% of the investments
US$1.3 billion, according to

Colliers survey.

sector, surveys Colliers.

Investors are seeing encouraging signs of revival in the realty

Trends shaping the

!:nh)llljelt?-tmedztallss, accounted for oDt
43% of the total investments in Investor Investee Asset class City (Rs m|I_I|c_)n)
H1 2022 indicating entity-level (USD Million)
deals continue to gain traction. ) . . . .

e During H1, 2022, retail sector Brookfield Bharti Enterprises | Office Delhi NCR 50,000 (633)
saw a 19% share in investments,
following a recovery seen in the : . . : -
sector. Malls have been seeing a Bain Capital TARC Limited Mixed use Delhi NCR 13,300 (175)
healthy pick-up in footfalls since . . . .
last year. Nadir Godrej Family Office + | Isprava and Loho- Alternatives Multi-city 10,266 (130)

« Domestic investors are back in Burman Family Office no Stays

the market, with inclination to-
wards mixed-use assets and re-
tail sector. However, foreign in-
vestors continue to drive invest-
ments betting on office, retail
and alternative sectors.

Source: Colliers

GROSS YIELDS

e There is a continued traction in Sector
investor-developer platforms.
Platforms for Greenfield assets Grade A warehouses (fu”y |eased) 7.0 - 8.5%
continue to be attractive for in-
\fjrt;;” iensd%ict'r?gly a'ertngicsi?c’s Retail (Minimum guaranteed rental revenue) 5.5-7.0%
sectors.

« Investors are seeing encourag- Co-living, student housing 6.0 - 7.0%
ing signs of revival in the office
sector since late last year. Residential 2.0-2.5%
Investors are taking a medium
to long term view of the sector, . 8.0 — 9.0%
with the intention of bundling Grade A completed office assets (fully leased) : :

assets into REITs. As a result,
investments into the office sec-
tor rose 20% YoY in H1 2022.

Source: Colliers
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Quarterly Office Mart
Leasing Up by 61% in Q2

e office sector in India continued on the
path of a strong recovery in Q2 2022 as
occupier sentiments were uplifted due to
the relatively less severe Omicron wave,
the subsequent relaxation of restrictions

and improved vaccination rates, says CBRE survey.

Below are a few broad office trends observed in the

quarter gone by:

¢ Leasing activity grew by almost 61% Q-0-Q and
220% Y-0-Y, reaching an all-time high of 18.2 mil-
lion sq. ft. in Q2 2022. Absorption in H1 2022
more than doubled on an annual basis to touch
29.5 million sq. ft.

e Bangalore, followed by Delhi-NCR and
Hyderabad, continued to drive absorption, to-
gether accounting for nearly two-thirds of the
transaction activity in Q2 and H1 2022.

¢ Supply also witnessed an uptick during the quar-
ter, growing by 78% Q-0-Q and 64% Y-0-Y to
touch 16.7 million sq. ft. In H1 2022, about 26.1
million sq. ft. of new project completions were
witnessed —increasing by 26% Y-o0-Y.

o Hyderabad, Delhi-NCR and Bangalore led supply
addition, both during the quarter and H1 2022.

¢ Technology firms, engineering & manufacturing
companies and flexible space operators together
accounted for almost 60% share of the overall
leasing in Q2 2022.

According to CBRE survey, the robust recovery in
leasing was also reflected in Google Mobility trends
— with workplace visitors in India rising by 31% in
July 2022 as compared to the median value of the
baseline — a 5-week period from January 3 to
February 6, 2020.

Supply also witnessed an uptick in Q2, 2022, grow-
ing by 78% Q-0-Q and 64% YoY to touch 16.7 mil-
lion in H1 2022, about 26.1 million sqft of new com-
pletions were witnessed — increasing by 26% YoY
but declining by 10% as compared to H2 2021. The
supply addition in Hyderabad was particularly nota-
ble, as the city’s stock crossed 100 million sqgft dur-
ing the quarter, making it the fourth market in India
after Bengaluru, Mumbai and Delhi-NCR to reach
that milestone.

Hyderabad, Delhi-NCR and Bengaluru led supply

Credai

n a review of the second quarter perfor-

mance of housing sector in Chennai, Credai

Chennai voiced concern over the continual

increase in prices of input materials, labour

cost and increased GST rates on construc-
tion material. Asaresult, new launches would have
to factor in the corresponding hike while launching
new projects in future, said S Sivagurunathan,
President, Credai Chennai.

“While steel prices are up by 2.5 times since 2017,
cement prices have gone up by 35%. Both river
and M sand prices are up and what is more river
sand shortage is crippling the pace of construction
across the state. As a result of the sharp increase
in input cost, apartment price increase will be in-
evitable. Property prices will henceforth rise by 15
per cent and it is not only Chennai but even tier 2
and 3 cities will be impacted due to price rise,” said
Sivagurunathan.

While releasing the half yearly figures for sales
and launches for Q2, Viswajit Kumar, executive
committee member, Credai Chennai, said that in
the last couple of years Chennai has become the
10th fastest growing cities in the world. “Thecity is
also home to 4th largest city when it comes to the
number of Fortune 500 companies operating in the
city. Commercial office space absorption has been
reported at 1.3 million sqft in the last quarter.
Rentals are stable and large scale office absorption
has been reported in the city,” he said.

According to Sivagurunathan, Credai developers
hold a market share 85-86% in the housing sector.
“We are constantly following up with the state level
authority, Chennai Metropolitan Development

4
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addition during the quarter and H1 2022, accounting
for a cumulative share of 76% and 68% respec-
tively. The non-SEZ segment continued to domi-
nate development completions during the quarter
with a share of about 62%. The share of SEZ devel-
opments also rose to 38% from 17% in the previous
quarter. Similarly, on a half-yearly basis, supply was
led mostly by the non-SEZ segment with a share of
69%, while the share of SEZ developments rose
from 17% to 31% when compared to H1 2021.

On a quarterly basis, technology corporates con-
tinued to drive leasing with a share of 31%, followed
by engineering and manufacturing companies
(16%), flexible space operators (12%). Banking and
financial services (BFSI) firms (12%) and e-com-
merce players (7%). InH1 2022, technology corpo-
rates (30%), followed by engineering and manufac-
turing firms (15%) and BFSI firms (13%) led leasing
activity. Other leading sectors driving the absorp-

Wl o adk

Leasing activity has
reached an all time

high of 18.2 million

sqftin Q2, says
CBRE survey.

tion during H1 2022 included flexible space opera-
tors (12%) and research, consulting and analytics
firms (6%).

With shrinking unsold inventory level and price hike of

input costs, apartment prices are likely to jump by
15 per cent in the next quarter, reports V Nagarajan.

Authority (CMDA). There were problems in the ini-
tial stages and we are requesting to extend the
single window clearance facility for layout projects
as well. Chennai has the lowest unsold inventory

at 5,000 units which may be cleared in 4.5-5
months time. Further, even before the enactment
of RERA, Credai Chennai has established a griev-
ance redressal forum wherein disputes involving its

PRESS MEET
REAL ESTATE INDUSTRY INSIGHTS

. 13'" JULY 2022, RAINTREE HOTEL, CHENNAL.
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Office space take-up was driven by small (less than
10,000 sqft) to medium-sized (10,000 50,000 sqft)
transactions with a share of 84%, which remained
similar to the previous quarter. The share of large-
sized deals (more than 100,000 sqft) in Q2 2022 was
about 6%, decreasing marginally from the previous
quarter. Bengaluru followed by Delhi-NCR, Pune
and Hyderabad, dominated large-sized deal clo-
sures during the quarter, while a few such deals
were also reported in Mumbai, Chennai and
Ahmedabad.

Due to decreasing vacancy and demand for pre-
mium assets, a rental increase of about 1-5% QoQ
was recorded across multiple micro-markets in
Delhi-NCR, Chennai and Bengaluru and PBD
Hinjewadi in Pune. Moreover, driven by growth in
select premium assets, SBD Kharadi in Pune and
PBD in Hyderabad recorded a rental rise of about
6-9% QoQ.

hennai Raises concern
Over Input Cost Hike

members were resolved within Credai itself. Since
commencement, we have resolved 306 represen-
tations. Out of 62 complaints, only six are remain-
ing unresolved,” he said.

With a business friendly, proactive government,
thrust on infrastructure development, the ripple
effect of investment has been felt evenin tier 2 and
3 cities in the state of Tamil Nadu. “Regular interac-
tion with the CMDA authorities to simplify approval
process and to provide support to the single win-
dow clearance option is continuing. In single win-
dow clearance, for multistoried buildings, as many
as 20 NOCs may be required from various state
departments and efforts are made to simplify the
process with the active cooperation and support of
the appropriate authorities,” said Sivagurunathan.

According to Abhishek Mehta, Treasurer, Credai
Chennai has taken a big initiative towards resolving
contentious issues involving its members. The rep-
resentation can be made even through email. “*On
the market front, Abhishek said, that property
prices are going to go up by 15-20 per cent in the
next quarter. As new launches have been restrict-
ed and home loan rates are also inching a high, itis
high time for people keen to invest in housing to
take a decision now, he adds.

According to Credai Chennai sources, there has
been a perceptible shift in trend in demand among
homebuyers in that those looking for 1-2 BHK units
are now seeking 2-3 BHK units due to increasing
need for larger spaces. On the commercial front,
with hybrid model working, companies continue to

look for rental premises.
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Building Collapses - The Dangers
of lllegal Construction

By Anil Pharande

llegal construction pertains to any

building or addition to an existing

building which does not comply

with the existing municipal or civil

laws and has been built without
proper permissions. It may or may not
be built on encroached or otherwise il-
legally appropriated land. In India, both
are usually true, and instances of build-
ing collapses here garner negative press
globally each year.

It may seem like a typically Indian
problem, inthe past created by a combi-
nation of an acute housing shortage and
collusion of shady politicians with un-
scrupulous fly-by-night builders.
However, illegally constructed buildings
do not necessarily cater to only the lower
rungs of the social pyramid. In India,
there have also been well-documented
instances of luxury towers being erected
either on encroached land or without the
required building clearances.

Also, India is not the only country wag-
ing war against the scourge of illegal
construction. This has been and contin-
ues to be a problem in many parts of the
world, across developed and developing
countries.

There is no shortage of examples of
how illegal construction has hijacked cit-
ies’ real estate markets and indeed their
overall potential.

Here are a few:

ITALY - Italy’s once scenic Palermo, which
caught the spillover housing demand from nearby
Sicily, saw a tremendous amount of what was re-
ferred to as ‘private construction’ for almost three
decades between the 1950s and the 1980s be-
tween 1951 and 1961. This illegal construction
boom happened under the active patronage of the
organized crime syndicate known as the mafia.

MALTA - In a more recent instance in the
European island country of Malta, a luxury project
consisting of 75 high-end units was illegally con-
structed in collusion between the developer and
the local environmental protection agency. The
case is still being fought out.

BRAZIL - In Brazil's Rio de Janeiro, the infa-
mous ‘favelas’ or illegally constructed slums have
existed since the 19th century and continue to con-
found the city’s development authorities to the
present day. Created and protected by local crime
organizations, Rio’s favela slums are notorious for
being densely packed, extraordinarily unsanitary
and polluted, and breeding grounds for disease.

TURKEY - Turkey has its own problems with
what they call Gecekondus - homes constructed
almost overnight without any clearances or permis-
sions. The people who build these low-cost housing
projects are usually migrants from Turkey’s rural
areas seeking to settle down on the larger cities’
outskirts. Gecekondus - literally meaning ‘con-
structed overnight’ - exploit an interesting legal
loophole in Turkish law.

This law prevents the authorities from tearing
down or taking any action against people who man-
age to construct homes between late evening and
early morning of the next day without being noticed
by the law enforcement authorities. Instead, the
authorities can only begin legal proceedings
against such squatters, which usually pull on end-
lessly.

JERUSALEM - In Jerusalem, illegal construc-
tions have been taking place at an enormous scale
for over a decade. These illegal constructions are
invariably full-fledged buildings, built on plots over
which the builders have no legal claim. The plots
are usually land reserved for public utilities such as
parks, schools, and places of worship, as well as on
roads. Such buildings are constructed without the
benefit of licensed architects and fall completely
afoul of Jerusalem’s civic safety codes.

BULGARIA - Bulgaria, the 16th-largest coun-
try in Europe, has been plagued by illegal construc-
tions in the middle of its famous reserved biodiver-
sity zones. Abuse of various loopholes in the coun-
try’s laws has allowed unapproved buildings to crop
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up on the coastline of the Black Sea coastline. This
has also led to the pollution of rivers and destruc-
tion of biodiverse areas. In Bulgaria’s famous Pirin
National Park, illegal ski tracks have been laid to
pander to winter tourists, destroying the natural
habitat of protected plants and animal and plant
species.

NEW YORK - Massive world cities like New
York have their own problems. Just last year, an
infamous NY slumlord (interestingly with an Indian
name) was among three notorious real estate play-

Pune often operate without proper water supply
and subsist on pilfered electricity.

Because they areillegally constructed, such prop-
erties tend to be much cheaper than regular prop-
erties in the same area. Obviously, their developers
had no long-term plans for these buildings and
most abandoned them as soon as they were sold
out. There is no legal recourse for homeowners in
such buildings

Many of such buildings were constructed after
bribing the local civic authorities to look the other
way, a fact which is invariably exposed sooner or

later. When this happens, homeowners
in these buildings must write off their
entire investments.

The instances where illegal buildings
are regularized are few and far between.
Even if regularization is applied for under
an amnesty scheme, the authorities will
first conduct a structural audit to deter-
mine whether the building even qualifies
in terms of safety. In most cases, such
buildings are condemned because they
are completely unfit for habitation.

Precautions for

Homebuyers

While RERA has gone a long way in ad-
dressing the problem by making future
illegal constructions impossible to pull
off, it unfortunately does not apply retro-
spectively to older buildings developed
before its implementation. Even today,
countless urban Indians live in unsafe,
legally and structurally doomed build-
ings that endanger their hard-earned
money and their families’ lives.

Aspring homebuyers looking for good
deals must conduct sufficient due dili-
gence when considering an unnaturally
cheap property. If the building has seri-
ous legal flaws, it may very likely be de-
molished in the future, and the property
owners will not be compensated. In the
meantime, their residents do not benefit
from legal protection or municipal sup-
port.

Investing in a home must be done with
complete awareness and should not be driven
merely by the lowest rate. Always deal with reputed
developers who have multiple successful projects
intheir portfolios. For newer buildings, a RERA reg-
istration is an absolute must and for older ones, a
proper title search conducted by a good advocate
will reveal the project’s legal status.

Mr Anil Pharand is, Chairman - Pharande Spaces
& President - CREDAI Pune-Metro.

ers who attracted heavy fines for exploiting
the extreme shortage of affordable homes

inthe city. This person had to cough up USD
105,000 for illegally creating micro-residen-
tial units, known as SROs (single-room oc-
cupancies) in local real estate parlance, and
renting them out.

These units have neither bathrooms nor
kitchens, and the households that inhabit
these homes must share such facilities with
each other - a system that has long since
been illegal in New York. This person owns
and rents out several completely neglected,
dilapidated buildings.

If all this sounds familiar, it is because most
of these examples - mere tips of the global
illegal construction iceberg - have ready rep-
resentation in India. In our country too, city
planning and development authorities wage
a constant battle against this scourge. Even
highly-planned cities like the Pimpri
Chinchwad Municipal Corporation (PCMC)
must regularly demolish illegally erected
structures.

The Dangers of Illegally

Constructed Buildings

Most illegal buildings tend to be unsafe. As
we have seen with the annual collapses of
illegally-constructed housing projects and
unapproved structural changes and addi-
tions, circumventing local building codes,
not engaging qualified architects, and using
substandard or adulterated construction
materials comes at a high cost to people liv-
ing in these buildings. When they collapse,
completely or partially, lives and posses-
sions are lost.

Also, illegal constructions - shoddily built or
not - invariably usurp land reserved for cre-
ating infrastructure and other public utilities.
This impedes the movement of people and
goods, which are critical for the welfare and
prosperity of a city, create drainage blocks
which cause urban flooding during the mon-
soon, and often present a significant health
hazard since they are not professionally
maintained.

Illegal buildings in cities like Mumbai and

ing

[NationalAssociationofRealtorsIndia

NATIONAL
ASSOCIATION OF

©

A MONTHLY PUBLICATION FROM NAR-TNDIA

For all advertising
and Data Sharing

Contact:

newsletter@narindia.com
and
gm@narindia.com

@narindiaofficial

@
REALTORS - INDIA

@NARINDIAtweets www.harindia.or




NATIONAL

©

REALTORS

ASSOCIATION OF

Realty News

«NAR-India

July 2022

GST on Sale of Land

By Anuj Gupta

ere were various grey areas

in GST, where chargeability

or rate of tax is a matter of

constant debate and discus-

sion. The contradictory rul-

ings issued by various Advance Ruling

Authorities on a same nature of trans-

action adds up to the confusion. As a

welcome step, the 47th GST Council

meet, held on 28th & 29th of June in

Chandigarh, provided clarity on some
of these issues.

In the press release, issued on 29th
June 2022 with respect to recommen-
dations of 47th GST Council meet,
clarification with respect to chargeabil-
ity of GST on sale of land was also pro-
vided. As per the press release: “Sale of
land after leveling, laying down of
drainage lines etc. is sale of land and
does not attract GST.”

Background:

1. Business of developing and selling
plotted area takes place in three
waysi.e.

2. The land owner develops a large
piece land on his own account, di-
vides it into small developed plots
and sells such small pieces of land.

3. Theland owner hires a developer to
develop a large piece of land into
small plots and the later is provided
consideration for his construction
services in money.

4. The land owner and a developer
(providing development services on
a large piece of land to make it mar-
ketable into small plots) enter into a
contract where:

5. Eitherthe consideration received on
sale of final plots are divided into a
predetermined ratio between the
land owner and the developer, or
Advertisement

6. The ownership of developed plotsis
divided in a pre-determined ratio
between the land owner and the
developer.

Section 9 read with section 7 of the
CGST Act 2017, defines the scope of
supply of goods or services or both, on
which GST shall be applicable. Further
Schedule ITI of the CGST Act, read with
section 7 of the said act, specifically
excludes 8 activities which shall not be
considered as a supply of goods or ser-
vice or both and hence, GST shall not
be applicable on same. As per the entry
no. 5 of Schedule Ill i.e.:

Sale of land and, subject to clause (b)
of paragraph 5 of Schedule II, sale of
building.

specifically excludes sale of land from
the preview of GST. Further, as per
LIST — II of the Constitution of India
which specifies exclusive power to
make laws to the state, the power to
collect tax on land are reserved to the
states and hence tax on land is any-
ways excluded from the scope of GST.

Confusion started when few ad-
vance rulings and authorities
namely:

The AAAR, Gujarat in the matter of
Shree Dipesh Anilkumar Naik [Advance
Ruling No. GUJ/GAAAR/
APPEAL/2021/35, dated December 12,
2021] affirmed the order passed by the
AAR holding that GST is leviable on sale
of plot of land, where primary ameni-
ties such as water line, electricity line,
and other infrastructure are being con-
structed/developed. Held that, it is a
sale of developed plots and will be cov-

ered under the scope of supply of tax-

able service falling under the head of

‘Construction services’. Hence liable to

18% GST. As a result, various GST au-

thorities started demanding tax on the

sale of developed land.

Holding our final opinion until the legal
draft with respect to said matter is is-
sued by the Ministry and relying on the
text of press-release, we can conclude
that: Sale of land after performing ba-
sic development services like leveling,
laying down of drainage lines ETC... will
still be treated as sale of land and no
GST shall be charged on same. Hence
sale of plot as mentioned in point 1 & 2
above shall not be chargeable to GST.
However, works contract service pro-
vided by the developer to land owner in
case no. 2 shall be taxable. However,
taxation with respect to services pro-
vided by:

e The Land Owner to Developer i.e.
TDR (Transfer of Development
Right) and

e Services provided by developer to
land owner (Development Services)

e Arestill a subject of debate and tax-
ability on same is still in question.
Further, relying on few Advance
Rulings like Vidit Builders by AAR-
Madhya Pradesh, case number —
19/2019, order number — 02/2020,
tax shall be payable on TDR and
development services provided by
land owner to developer and vie a
versa.

Courtesy: www.taxguru.in
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