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ASSIGNMENT BRIEF

Maharashtra Chamber of Housing Industry (MCHI) (hereafter referred as “The Client”)

wants to carry out a study on Ready Reckoner Rates of land in comparison with rates

associated with residential units/ apartment in the Mumbai City. The said client

envisions to develop a relationship between land value as a percentage of gross

development value of the project.

The assessment carried out is an empirical study based on comparative assessment

using select locations and aimed at understanding the potential range of residual land

value at various locations basis permissible area statement for development and given

the prevailing market dynamics for residential property markets.

This exercise may further be supported by assessment of more locations within MMR

for supporting / challenging the postulation proposed by MCHI.
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METHODOLOGY ADOPTED

The methodology behind this report is based on the a Grounded Theory approach

developed by Barney Glaser and Anselm Strauss. The Grounded Theory method does

not aim for a single-end truth, it is rather an evolutionary process to conceptualise into

a useful format what is going on, by using empirical research from a variety of data

sources. In essence, you look at the data and ask what is happening, rather than form

hypothesis that you then try to disprove.

Assumptions:

To develop the envisaged relationship, for the

purpose of calculations, a hypothetical residential

project has been assumed for development in

order to determine the value of land by adopting

residual method. The calculations are based on

the Ready Reckoner Rates as determined by the

government and prevailing sale rate of the

residential units.
The residual approach involves firstly the assessment of capital value of the

development on completion basis i.e. assuming completed on the date of assessment.

Estimated total cost of the construction of the development including fees, plus an

allowance for interest and other associated expenditure including developer’s risk and

profit are deducted from the gross development value. The resultant figure is the

residual value. This method is subject to a number of hypothetical assumptions/

parameters. A slight change in one or more of the assumptions/ parameters would

have a significant impact on the conclusions reached.

In this case, this empirical research consisted of

several steps to determine the value of land as a

percent of gross development value of the project.

Residual Approach has been used for carrying

out this exercise which is in compliance with

Internationally accepted IVSC guidelines &

RICS Red Book standards.
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LIMITATIONS

1. In most cases, JLL has relied on market information, from public and private

sources, and have ensured to the best of its ability the correctness and the validity

of the same, by cross checking from various sources. However, property markets

in metropolitan cities including Mumbai continue to be plagued by misinformation,

non-disclosure and fragmentation, wherein almost inevitably some information is

withheld in every case.

2. A structured and scientific approach has been undertaken for the assessment,

which ensures, that proposed developments selected for the assignment are

promoted by reputed developers and corporate houses, with many of which JLL

has a professional relationship.

3. Whilst every effort has been made to provide authentic data and analysis, JLL or

any of its employees are not responsible for any loss, major or minor incurred on

the basis of the information and analysis provided and not liable to any damages in

any form or shape.

4. The interpretation of real estate key trends is based on rapid market assessment

and interactions with limited key players in real estate market, viz. developers,

brokers and investors. Hence, they are indicative of situations prevalent at the time

of assessment;
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GOVERNMENT GUIDELINE RATE / 

RR RATE COMPARISON
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S.N
o.

Location Nodal Areas

Lower End Spectrum Higher End Spectrum
Max. Permissible 

FSI *

Land RR Rate as % of Residential RR Rates per Unit 
FSI

Land RR Rates
Corresponding 

Residential RR Rates
Land RR Rates

Corresponding 
Residential RR Rates

Lower End Specturm Higher End Spectrum

I Mumbai - Island 
City

Malabar Hill 185,700 339,500 475,400 861,000 3.00 27% 28%

Worli 77,700 172,500 353,900 653,800 3.00 23% 27%

II Mumbai - Western 
Suburbs

Andheri 70,600 137,500 136,500 220,100 2.50 31% 37%

Bandra 99,000 157,000 299,900 449,600 2.50 38% 40%

Borivali 38,700 92,900 80,400 140,000 2.50 25% 34%

Malad 28,700 92,900 96,500 140,000 2.50 19% 41%

Vile Parle 105,600 176,300 160,500 273,200 2.50 36% 35%

III Mumbai - Eastern 
Suburbs

Panvel 12,000 38,000 39,200 74,700 2.25 21% 35%

Thane 27,800 72,800 65,900 140,500 2.25 25% 31%

Vashi 30,500 72,300 60,200 122,000 2.25 28% 33%

IV Bangalore - Prime 
City

MG Road 118,400 126,900 210,500 246,900 3.25 29% 26%

Richard Town 146,200 109,500 156,400 162,800 3.25 41% 30%

V Bangalore -
Suburban Areas

Whitefield 33,100 33,500 55,700 108,000 3.25 30% 16%

Sarjapur Road 23,799 29,600 59,200 88,800 3.25 25% 21%

VI Bangalore -
Peripheral Areas

Electronic City 11,000 19,700 35,600 44,500 3.25 17% 25%

Tumkur Road 36,000 51,200 82,900 81,400 3.25 22% 31%

Thanisandra 24,900 27,300 47,400 64,600 3.25 28% 23%

VII Chennai - Prime 
City

Chetpet 179,400 211,692 269,100 301,392 2.50 34% 36%

Nungambakkam 269,100 301,392 313,950 346,292 2.50 36% 36%

VII Channai -
Suburban Areas

Chrompet 33,638 65,930 67,275 99,567 2.50 20% 27%

Egmore 179,400 211,692 269,100 301,392 2.50 34% 36%

VIII Chennai -
Peripheral Areas

Alapakkam 44,850 77,142 67,275 99,567 2.50 23% 27%

Ambattur 26,910 59,202 44,850 77,142 2.00 23% 29%
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Premium FSI is available at cost of 

50% of RR Rate of open land. On 

similar lines the rates of TDR are 

fixed in the market.

Example: Development Charges, 

Staircase Premium etc.

+

Municipal Revenue Additional Cost of FSI 

Considering these factors, the land rates

in Mumbai shoot up as compared to

other cities. The RR Rate play an

important factor in driving real estate

market as they define affordability and

financial viability of projects in Mumbai

city.
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TREND ANALYSIS
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Transactions Recorded in the Micro-Market

Transaction in Micro-Market (Hypothtical)

Consider, a hypothetical Micro-Market with the transactions recorded as provided below.

Weighted Transaction Rate: INR 13,263 per sq.ft

RR Rate for next year is fixed 

on the basis of weighted 

average of the transactions

PREMIUM LOCALITY/ DEVELOPMENT 

within micro-market

POOR LOCALITY/ DEVELOPMENT 

within micro-market

These transactions are in poor locality/ inferior development grade. The transaction 

rate being lower than the fixed RR rate, they have to bear additional costs of charges 

and stamp duty. 

It is recommended that the Ready Reckoner Rate should be lowest rate or 

the bottom 10% percentile of transactions in the micro-market rather than 

being a weighted average. 

Lowest Rate
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Source: JLL REIS, 2018 (Q4)
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Scatter Plot Showing Line of Best Fit (Regression Analysis) for Land 

RR and Residential RR Rates in Mumbai
Correlation Analysis

Regression Equation and Establishing Relationship 







y = 1.7349x + 5265.7

Where, y is the Residential RR Rate and x is the RR rate of Open 

Land for any given plot. Unit considered is INR per sq.m.
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EWS/ Lower Income Group Higher Income GroupMiddle Income Group

Affordable Housing Segment gets the hit!

Artificially Increase in the RR Rates has inflated the market
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RESIDUAL WORKING 
(CONSIDERING EXAMPLE CASE OF ACCESS ROAD 12M TO 18M)
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* Assuming Construction of  approx. 1 Lacs sq.ft per year
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Source: www.mcgm.gov.in, Budget Book, Based on Fud Centre
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Source: www.mcgm.gov.in, Budget Book, Based on Fud Centre
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2013 2014 2015 2016 2017 2018

Micro-Market 2014 2015 2016 2017 2018

Western Subs I 38.17% 12.49% 4.00% 2.50% 0.00%

Western Subs II 38.22% 22.52% 6.81% 6.50% 0.00%

Eastern Subs NA 15.00% 14.37% 2.67% 0.00%

South Mumbai 32.02% 10.01% 6.01% 0.83% 0.00%

South Central 29.57% 8.98% 7.02% 4.29% 0.00%

Table Showing Av. % Increase in the RR Rates in Micro-Markets

Max. dip in Eastern Suburbs due to high 

increase in RR Rates in year 2016
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