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CREDAI - IEED

Ref. No.: MCHI/PRES/19-20/083 December 17, 2019
To,

Smt. Nirmala Sitharaman

Minister of Corporate Affairs, Finance

Government of India

134, North Block, A- Wing, Shastri Bhawan,

Rajendra Prasad Road, New Delhi - 110 001.

Sub: Measures for boosting demand within the real estate industry

Respected Ma’am,

The real estate industry is said to be the engine of growth in most developed
countrics, including in the USA and China. The Indian real estate industry which
was in its nascent stage at the beginning of the 21st century has now become an
industry that contributes heavily to the growth and development of the Indian
Economy. As per the current statistics, the real estate industry’s turnover is
estimated to be equivalent to 13% of overall GDP & 26% of Industry GDP by 2025.

Further, it is important to appreciate the sector’s multiplier effect on the nation’s
economic activity. If the industry functions as per its potential, it could generate
employment of over 67 million people, directly and indirectly, by 2022.

However, in the current context, the real estate has still not recovered from the
triple tsunami of RERA, Demonetization & GST. As per the latest research study
carried out by ANAROCK, there has been almost 44% reduction in the launch of
new projects from 2014 till 2019.

Over the past 6 months, we have been continuously appraising the various
Ministries within the Government like MoHUPA, MoEF, MoCA, MoD, MoF, etc
regarding the above facts. It is pertinent to highlight that the industry requires
the Government’s support by providing an atmosphere that facilitates growth. It
is also in the interest of the Government to continue with the relief measures
announced over the past 2 months as this will help increase volumes and garner
additional tax revenue for the Government.

On behalf of CREDAI-MCHI, we would like to express our sincere gratitude for
announcing the Rs.25,000 Crores AIF, which shall bring relief to the Real Estate
projects stuck for last mile funding.

However, several real estate companies are unable to participate in the growth of
the real estate industry and creation of additional housing supply as their capital
and bandwidth is stuck in their respective existing real estate projects with ready
sizable inventory, which is not selling due to low consumer sentiments and high
transaction cost. It is our humble suggestion that some booster needs to be
provided to the real estate industry on the demand side, by incentivizing the
consumer which would bring additional traction to the sale of residential units
(both ready and under-construction). The moment the residential sales pick up
momentum, a big proportion of the liquidity issues ailing the current real estate
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CREDAI-DEEHO

developers shall by itself be taken care of. Sale of inventory will also reduce the
risk perception associated with the real estate industry while evaluating new
proposals for financials by banks and other financial institutions.

In this regard, we would like to make the following suggestions for improving
demand and sentiments and passing on benefits to the consumer for your kind
perusal, consideration and roll out:

Any purchase of the property in the last one year by any consumer up to March
2022, the capital value of the property as well as interest paid thereon should be
allowed as a deduction over a period of 5 to 7 years as the Government may deem
fit.

o If it is for the first house, then it should be allowed, irrespective of its use,
whether self-use or rented.

o If it is the second or the third property in the same individual’s name, then
that property after being ready, should be compulsorily rented out for
creating rental stock in the city. By doing so, a developer while insuring
sales is also creating social engineering,.

0 The home buyer in either of the above cases should be allowed to claim
deductions under ‘any other source of income’. So, effectively this
deduction should be allowed under section 80 post computation of the
Gross Total Income.

To bring the cost of the residential unit down, the GST at the option of the
developer should be allowed to be charged as 5% without ITC or at 8% with ITC.

For all kinds of home loan, irrespective of LIG/MIG/HIG, interest should be
charged at 7% for the next 2 years and the subsidy under the CLSS Scheme under
PMAY should still continue to be given to eligible home buyers.

We very strongly fecl that the above measures will help boost the housing
demand in a very big way and we look forward to your support in rolling out of
the above measures.

We, Maharashtra Chamber of Housing Industry (CREADAI-MCHI), as a real
estate trade body, would like to seek an appointment with you for a meeting to
discuss on the aforementioned issues.

Thanking you,

Yours faithfully,
For CREDAI- MCHI

AN
—71. N

Nayan A. Shah Bandish Ajmera
President Hon.Secretary
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DISCLAIMER ANAROCK

INVESTMENT BANKING

1. This presentation does not constitute professional advice. The information in this document has been obtained or derived from sources believed by ANAROCK Capital to be reliable but ANAROCK Capital does not
represent that this information is accurate or complete. The information has been compiled based on information provided by the Client and is designed as a general outline for the guidance of prospective investors.
No guarantee can be provided that the presentation is exhaustive or that it will include all the data that a prospective investor may need. No responsibility is assumed for any inaccuracies in this presentation. Readers
are encouraged to consult their professional advisors prior to acting on any of the material contained in this report.

2. The presentation does not constitute, nor constitute a part of, an offer or contract or any form of commitment from the Client or ANAROCK Capital to deal exclusively with the recipient or to proceed with any
transaction.

3. Allinformation, descriptions, dimensions, references to condition and necessary permissions for use and occupation, and other details are given in good faith and are believed to be correct. Prospective investors
should not rely upon them as statements or representations of fact, but should request their own professional, financial and legal advice, and should conduct their own investigation and independent evaluation. No
representation or warranties, expressed or implied, is or will be made by the Client or ANAROCK Capital in relation to the accuracy or completeness of the information provided.

4. Forecasts and projections contained in this presentation must be read strictly in conjunction with the explanations, qualifications and assumptions set out in the text. Any opinions or estimates contained in this
document represent the judgment of ANAROCK Capital at this time and are subject to change without notice. All forecasts and projections involve a significant element of subjective judgment and are designed to
assist investors in considering possible outcomes. They are not assurances that any particular result or outcome will occur. The assumptions, on which forecasts and projections are based on, are considered
reasonable at the time of issue of this presentation, but no assurance is given that they are accurate, exhaustive or that they will continue to be so in the future.

5. ANAROCK Capital neither accepts or assumes any responsibility or liability to any reader of this presentation in respect of the information contained within it or for any decision readers may take or decide not to or
fail to take.

6. This presentation may not be photocopied, reproduced, or distributed to others at any time without the prior written consent of ANAROCK Capital.

7. Neither ANAROCK Capital nor any employee of the firm has any authority to make or give any representation or warranty in relation to this project. All currency amounts are in Indian Rupees (INR) unless otherwise
specified.

8. Allfigures in this presentation have been rounded to the nearest one decimal point, where available.

9. The Client reserves the right to change, amend, modify, suspend or terminate the proposed transaction in its sole discretion at any time and without prior notice.
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Analysis
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INDIA RESIDENTIAL OVERVIEW

TOP 7 CITIES

INVESTMENT BANKING
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INDIA RESIDENTIAL ANAROCK

SUPPLY - DEMAND DYNAMICS INVESTMENT BANKING

Over the past 5 years
SUPPLY SUPPLY
5,50,000 units Supply has reduced by 56% 2,40,000 units
Absorption has reduced by 29%
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Note: Figures represent the Top 7 cities of India Mumbai | NCR-Delhi | Bengaluru | Chennai | Pune | Hyderabad | Kolkata

PHYSICAL MARKET ANALYSIS
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SHRINKING UNIT SIZES INVESTMENT BANKING

Shrinking unit sizes; developers go compact to match the ticket size requirements
Avg. unit sizes has shrunk by ~22% across the top 7 cities
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PRICE MOVEMENT TREND INVESTMENT BANKING

Avg. Price: INR 5,200/sf (end of 2014) & INR 5,600/sf (end of 2019(E))
Avg. sales price has increased by only 8% over the past 5 years
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REDUCTION IN RESIDENTIAL SALES

INVESTMENT BANKING
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350 Mn sf 195 Mn sf 1,82,000 Cr 1,09,200 Cr
2014 2019 2014 2019

Residential sales value reduced by as high as 40% during the same period after
considering average price increase of 8% during the same period.

Inflation adjusted the drop would have been considerably more.

Note: Figures represent the Top 7 cities of India Mumbai | NCR-Delhi | Bengaluru | Chennai | Pune | Hyderabad | Kolkata

PHYSICAL MARKET ANALYSIS
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SUMMARY (2014 tO 2019) INVESTMENT BANKING

Debt Exposure to CRE
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DEALING WITH STRESS ANAROCK

INVESTMENT BANKING

OTS
Offer One Time Settlement to existing lender
Positive: If successful, can help in strengthening balance sheet position
Negative: Once done, affects credit rating of the company; affects future borrowing capabilities .
Conventional
Practices
ARC
Banks to initiate Asset Reconstruction process; Nothing in developer’s hands
_/
\

Priority Capital

* Get priority last mile funding

* Convince existing lender to take second charge

* Possible in projects that have enough security in the project

> New

Government AIF Practices
Similar to priority capital; except the lender will be SBICAP Venture
Need to meet criteria stated by the government to be eligible
Need to take prior approval of existing lender
_/
11

REMEDIAL




GOVERNMENT AIF ANAROCK

STATUS CHECK INVESTMENT BANKING

Fund raising substantially completed

Operational guidelines getting framed

Team is scaling up; investment committee is formed
Potential investment opportunities evaluation going on

Hurdles

* Require priority over existing creditors
» Clarification on process to handle NCLT cases
* Homebuyer refund to be back-ended

Expect 6 - 8 months to start disbursement

REMEDIAL



PREDICTING BORROWER LENDER BEHAVIOUR

LACK OF

INTENT

REMEDIAL

ABILITY

ANAROCK

INVESTMENT BANKING

A
Legal Action
: 3?::_’;?' Consultation
.« NCLT Capital Provider’s Co-operation
. Asset Sale Resolution
* Criminal Proceedings
*  Criminal Proceedings
*  Eviction
* Asset Sale
* Company Sale Capital Provider’'s Co-operation
*  Passport Confiscation Resolution
*  Look Out Notice
*  Reputation Risk
*  Public Notice
v

NO ABILITY




QUESTIONS PLEASE'!
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Shobhit Agarwal

MD & CEO - ANAROCK Capital
+91 98920 01200
shobhit.agarwal@anarock.com

Vishal Srivastava

President - Corporate Finance
+91 98336 91325
vishal.srivastava@anarock.com
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