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While plots offer the
benefits of lower
transaction costand
quicker possession,
investors need to
watch out for risks

like uncleartitle
VINOD BEHL

In the wake of a large number of
housing projects getting stalled or
facing long delays, both end-users
and investors are today shying
away from under-construction
flats. It isn't just the development
risk, but also the high transaction
cost (12 per cent goods and ser-
vices tax on under-construction
property) that has acted as a
deterrent. In such a scenario, buy-
ers are increasingly veering
towards plots and plotted devel-
opments.

What's on offer: Plots are a win-
win for both developers and buy-
ers. While developers are able to
do brisk sales and generate much-
needed cash flow, buyers can
avoid risk and go for a safe invest-
ment. Even rich investors are
nowadays shying away from
investing in luxury homes and are
instead favouring this lower-risk
investment option that comes
with better appreciation.

Today, there are plenty of
investment opportunities in plots
at the pan-India level. According
to Cushman & Wakefield, multi-
ple township projects are avail-
able in the Narional Capijtal
Region (NCR) both in
Noida/Greater Noida and

Gurgaon — especially on Golf
Course Extension Road and
Dwarka Expressway by well-
known regional and national
players. In NCR’s Karnal,
Signature Global City on NH1, a
30-acre development, as part of
Deen Dayal Awaas Yojana of the
Haryana Government's
Affordable Plotted Policy, is doing
brisk business.

In Bengaluru, Whitefield,
Electronics City and Bellary Road
offer good options. Godrej
Properties has entered this seg-
ment with its Godrej Reserve pro-
ject in Devanhalli. In other cities
too, such options are available on
the periphery of the city and
along emerging growth corridors,
such as parts of OMR in Chennai.
In Hyderabad, areas in the city’s
northern and eastern parts and

some towards the south east,
moving radially outward from
Gachibowli — Kokapet, Kompally
and Adibatla — offer plotted
developments.

The pitfalls: There is no imme-
diate tax benefit on repaying the
loan taken to buy a plot. However,
when one sells the plot, one can
avail indexation benefit and pay
tax on capital gains at the rate of
20 per cent, according to Sushil

Certified Realtors of India. It

should also be borne in mind that |ge
banks do restricted financing for |ofiene

lower tenures and at higher inter-
est rates for buying plots.
When investing in a plot, one

needs to guard against risks like

flawed title, land encroachment,

and land tied up in litigation. Says

PR

Mittal, chairman, Association of §

Plots workbetter for investors inrealty

NOT A LANDMINE ALWAYS

lower compared to

in built-up property

= Investmentin landis
more liquid and holding
costs are low

= The transaction cost is

Haris Bin Murshid, vice president-
sales, Skydeck Residency, Greater
Moida: "A lot of frauds happen
where buyers are duped into buy-
ing government-owned land or
plots under legal scrutiny.”
Another problem with plots is that
transactions have a large cash
component, especially in the case
of agricultural land. Moreover,
unlike constructed property. plots
do not offer regular returns.
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« No hidden and

maintenance costs constructed property

» Nodevelopmentrisksof = Plots appreciate faster
the kind in under- invalue than built-up
construction property property

= Land is constantly in = Developer can quickly set
demand and itsvalue up trunk infra, offer
keeps increasing faster possession than in

= Land generally gives constructed property. One
higher returns though can also customise home
investmentislowerthan  based onneed and budget

= Aflexible investment
option interms of size
and price

= Canserve as collateral for
business loans
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choice after doing a complete
analysis of one's financial capabil-
ity and needs. “If you are looking
to invest for a few years until you
are ready to invest in a flat, a plot
in a location that has goed devel-
opment prospects is a good idea,”
he says. If you can afford only a

o- | lower investment amount but
g- | havealonger investment horizon,
ot | tier-lland I1l cities are a better bet.

As for whether this is the right
time to invest in plots, Anshul

pe- | Jain, country head and managing

| director, Cushman & Wakefield

India, says that you may invest

pz| now provided you have a relative-
f=| lylong investment horizon.



