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Ref. No. MCHI/PRES/18-19/238

S April 8, 2019
o AT o
r. Nitin Kareer (LA.S.) = _ _
Principal Secretary - | Alis "
Urban Development Department
Government of Maharashtra

Mantralaya, Mumbeai - 400 032

Sub: 1). Restoration of 30% premium as against 50" prescribed in DCPR 2034.
2). Abatement in Ready Reckoner Rate 2019 for IT & Commercial user DCPR
2034.

Ref: 1) MCHI Letter dated September 2019 with letter no. MCHI/PRES/18-19/021
2) MCHI letter dated 19 January 2017 with letter no. MCHI/PRES/17-18/125

Respected Sir,

On behalf of more than 1200 members, CREDAI-MCHI would like to extent its
heartfelt gratitude to you and Government of Maharashtra for having kept the ASR
rates for the year 2019-20 as the same as 2018-19. At the time when the industry is
faced with multiple crises and going through one of the toughest time, this policy
decision is likely to bring huge relief in fulfilling to the common man’s dream of
owning a house.

1) Abatement in Ready Reckoner Rate 2019 for IT & Commercial user DCPR 2034.

Vide your letter dated 29/12/2017 in response to CREDAI-MCHI's representation
dated 11/12/2017, you had apprised us of the provisions of valuing IT / ITeS
properties as provided under Guideline 8 (c) of the Government Guidelines &
Instructions to be Used for Market Valuation as per Stamp Duty Reckoner.

Vide provisions of guideline 8 (c), it is provided that IT / ITeS premises should be
valued at the rate applicable to Industrial premises and where Industrial premises
rates are not provided for, it should be valued at 110% of Residential premises rate in
that zone.

A perusal of the ready reckoner for the year 2017-18 (the same ASR rates remain
applicable as ASR has not been revised since) applicable to the key IT/ ITeS
destinations across MCGM limits, reveals the following:

1. For all the zones & sub-zones, industrial premises ready reckoner rates have been
provided;

2. The industrial premises rates are almost at par with residential premises rates. Out
of 50 sub-zone checks, only in 10 cases a slight variation was observed between the
two rates. (Please refer Annexure I : 2017 ASR Rates of Sample Sub-Zones)
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3. The industrial premises rates across these 50 sub-zones was found to be
approximately 88% of the commercial premises rates.

Sir, the provisions of guideline 8 (c) is a welcome noting but does not help address the
anomaly in any way. This is an anomaly in the ASR which has been a pain area for a
while and has impacted sales in IT-ITeS Buildings across MMR. From being the IT-
ITeS market, MMR seems to be losing out to other cities like NCR, Bengaluru,
Hyderabad, Chennai etc. primarily owing to ready reckoner rates.

[A] Re-Calibrate IT / ITeS premises at 50%~60% of Commercial Premises rates

Sir, you would agree that IT-ITeS, for its inherent operational parameters cannot be
treated at par with Industrial or at approximately 88% value of Commercial premises,
and hence deserves a separate treatment. While the rent and capital values of IT-ITeS
properties are 50%~60% lower than that of commercial in a location, for Stamp Duty
purposes, as demonstrated above, they are valued at roughly 88% of that of
Commercial Property rates (as per 8 (¢)), thereby increasing the cost of transaction. For
e.g., in Lower Parel, while IT-ITeS deals are happening anywhere between Rs.14,000/ -
to Rs.17,000/ - per sq.fts., the ASR applicable under 8 (c) to IT-ITeS shall range from
Rs.25,000/ - to Rs.33,750/-. Many deals are stuck owing to this anomaly in valuation
which is creating an ironical situation where while on one side, the Government’s
laudable & noble intentions and objective is to create jobs & affordable housing and
such anomalies in taxation are leading to a flight of jobs to other cities.

In order to do away with the anomaly and to give IT-ITeS its rightful due, we as
CREDAI-MCHI would like to sincerely request you to either have a separate
appropriate column for IT-ITeS in the ASR table or else please update the
guidelines to value IT-ITES at 50-60% of commercial rate applicable, as commercial
premises provide for a better benchmarking of IT / ITeS vis-a-vis Industrial.

[B] Re-Calibrate Land Value for IT / ITeS premises at 50% of the Stamp Duty
Valuation of IT / ITeS premises

Land ready reckoner rates remain another big impediment in making the IT Policy
2015 a grand success. Since the introduction of fungible FSI, all premiums approval
charges have been linked to land ready reckoner rates. In case of IT / ITeS premises,
it is a double whammy for the developer / promoter as while deals happen at almost
50% of the commercial premises rates, the stamp duty rate is roughly 88%, the
developer / promoter is forced to pay all premiums and approval charges at standard
land rates applicable to commercial premises.

It is our earnest request that land rates for IT / ITeS premises be re-calibrated in line
with the re-calibrated IT / ITeS premises ready reckoner rate. As per our analysis of
Annexure I, the standard land rate is on an average 53% of the Commercial premises
rate. As proposed in the point [A] above, the ready reckoner rates should be made
50%~60% of the Commercial premises rate. So effectively, for an IT / ITeS proposal,
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the land rate should be taken as roughly 50% * (50%~60% of the Commercial premises
rate), that is to say, land rate for IT / ITeS should be re-calibrated to 25% ~ 30% of
Commercial premises rate.

By bringing the afore-mentioned parity in the ready reckoner rates for IT / ITeS
premises, notjust would the IT Policy 2015 get a great fillip, it will help deals including
FDI inflow that are currently stuck for this clarity and also help convert many lease
transactions into outright purchases. This would only help generate more stamp duty
revenue for the state. (Stamp Duty for Leave & License is 1/10t of normal duty).

2) Restoration of 30% premium as against 50% prescribed in DCPR 2034.
IT/1TeS Policy premium which was prescribed at 30% has been now increased in DCPR
2034 to 50% which means that the IT / ITeS Policy now stands compromised and has
inadvertently made IT/ITeS user at par with the Commercial User.

“The additional FSI shall be granted beyond permissible FSI as per regulation
30(A) (10 upon the payment of premium. Such premium shall be recovered for
the BUA at the rate of 50% of ASR for open develop land (for FSI)”.

Sir, may we request your good-self to kindly look into the matter and restore the
premium for additional FSI to 30% as against 50% proposed in the final DCPR 2034.

CREDAI-MCHI's PRAYER

1) Request to either have a separate appropriate column for IT / ITeS in the
ASR table or else please update the guidelines to value IT-ITeS at 50-60%
of commercial rate applicable, as commercial premises provide for a better
benchmarking of IT / ITeS vis-a-vis Industrial.

2) Land rate for IT / ITeS should be re-calibrated to 25% ~ 30% of Commercial
premises rate.

3) Restore the premium for additional FSI in IT/ITeS to 30% as against 50%
proposed in the final DCPR 2034

Thanking you,
Your sincerely,
For CREDAI-MCHI p
<

d ’

_—11 '
T

Nayan A. Shah Bandish Ajmera Sanjiv Chaudhary MRICS

President Hon. Secretary Chief Operating Officer
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