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Preface

Real estate has long been regarded as a cornerstone of wealth preservation and legacy
building. Yet, in today’s dynamic financial landscape, the approach to real estate
investing—especially by high-net-worth individuals (HNIs) and family offices—requires
far more than just capital and instinct. It demands structure, foresight, strategy, and
above all, informed decision-making.

This book was born out of the growing need for a comprehensive and practical guide that
goes beyond property listings and brokerage pitches. HNIs and family investors are no
longer passive buyers—they are sophisticated allocators of capital seeking yield,
diversification, tax efficiency, control, and long-term value creation. Whether
investing in a leased office in Mumbai, aggregating land in Thane, participating in a
warehousing SPV, or allocating capital to REITs—every move should be intentional,
structured, and aligned with financial goals.

“Strategic Real Estate Investing — An Essential Guide for HNIs and Family Offices” is
designed to serve exactly that purpose: a practical playbook that demystifies the asset
classes, structures, vehicles, risks, and strategies involved in modern real estate
investing. It draws on real-world examples, evolving regulatory frameworks, and insights
from multi-disciplinary domains—legal, financial, taxation, and urban development.

This guide is not written for speculative traders or casual investors. It is written for:

o HNIs looking to optimize and diversify their real estate portfolio

¢ Family offices managing intergenerational wealth and legacy assets

e Professionals advising clients on wealth deployment and asset structuring

¢ Investorstransitioning from conventionalassets to real estate as a core allocation

In the chapters that follow, you will find frameworks for evaluating asset classes,
understanding REITs and JVs, structuring SPVs, planning exits, managing risks, and
building balanced portfolios across geographies and asset types.

The Indian real estate marketis evolving rapidly. With the rise of regulatory oversight (like
RERA), the emergence of fractional models (like SM-REITs), and the institutionalization
of asset management, there has never been a better time for informed, structured
participation.

| hope this book empowers you to approach real estate with a strategic mindset—and
helps you build a resilient, purpose-driven portfolio that endures for generations.

Mehul Mehta

Author
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Chapter 1: Real Estate as a Strategic Investment
Class

1.1 Role of Real Estate in HNI/Family Office Portfolios

For high net-worth / ultra-high net-worth individuals (HNIs) and family offices, real estate
serves as a crucial pillar of wealth preservation and long-term value creation. Unlike
volatile financial instruments, real estate offers the comfort of tangibility and the
potentialfor both capital appreciation and regularincome. It plays a dual role—providing
diversification away from financial markets and acting as a strategic lever for legacy
planning, tax optimization, and intergenerational wealth transfer.

A well-curated real estate portfolio also enables:

o Steady rental yields from commercial, retail, and industrial properties
e Opportunistic gains through land banking or redevelopment
¢ Legacy asset creation for family succession planning

1.2 Real Estate vs Other Major Conventional Asset Classes

a) Real Estate vs. Listed Equity

¢« Volatility: Real estate tends to be less volatile compared to equities, which are
influenced by market sentiment and global events.

o Yield: While equities may offer dividends, real estate often provides stable rental
income along with appreciation.

e Control: Unlike passive equity holdings, real estate allows for active
management and control over performance.

b) Real Estate vs. Unlisted Equity (Angel, PE/VC)

e Risk Profile: Start-up and PE investments are high-risk, high-return; real estate
offers a more balanced risk-reward.

o Liquidity: Both are relatively illiquid, but real estate has the advantage of physical
asset backing.

e Time Horizon: PE/VC investments typically have a longer lock-in period with
uncertain exits.

c) Real Estate vs. Listed & Unlisted Debt

¢ Income: Debtinstruments offer fixed returns; real estate provides inflation-linked
returns via rental escalations.

e Collateralization: Real estate itself is a form of collateral, enhancing asset
security. Although listed shares can be collateralized, but banks and Fis accept
only blue chips.

Strategic Real Estate Investing — An Essential Guide for HNIs and Family Offices
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e Downside Protection: Hard assets like property often retain base value even
during downturns.

d) Real Estate vs. Gold

e Usability: Gold is a non-productive asset, while real estate offers income and
usability.

¢ Volatility: Gold is more liquid but prone to global macroeconomic cycles.

e Capital Appreciation: Long-term appreciation in real estate often exceeds that
of gold, especially in urban markets.

1.3 Real Estate vs Non-Conventional Asset Classes
a) Crypto Currencies

e Speculative Nature: High volatility and regulatory ambiguity make crypto
unsuitable for traditional wealth preservation.

e Tangibility: Real estate offers tangible ownership, unlike digital assets. Even
though there are developments of using block chain technology in digitalizing real
estate records, the underlying real asset is always tangible.

b) Intellectual Property Rights (IPR)

e Valuation Complexity: IPRs lack standardized valuation and depend on market
performance or licensing.

e Marketability: Real estate markets are more mature and liquid compared to
niche IPR investments.

c) Art, Wine, Watches, Sneakers (Collectibles)

e Emotional vs Financial ROI: Collectibles are often purchased for status or
passion rather than strategic income.

o Storage & Insurance: Real estate may involve maintenance, but it doesn’t
require climate-controlled storage or specialized insurance.

e Market Depth: Niche buyer base limits exit opportunities in collectibles.

1.4 Benefits of Real Estate as an Asset Class

« Tangibility & Security: Offers a real, usable, insurable, and mortgageable asset.

+ Inflation Hedge: Rental escalations and appreciation generally keep pace with
inflation.

¢ Capital Appreciation: Strategic location selection can deliver high long-term
gains.

¢ RentalYield: Regular passive income makes it suitable for wealth preservation.

o Leverage Opportunity: Debt can be secured againstthe property, amplifying ROLI.

« Estate Planning Tool: Real estate can be easily transferred, held in trusts, or used
for succession planning.

Strategic Real Estate Investing — An Essential Guide for HNIs and Family Offices
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1.5 Risks of Real Estate Investment

o Liquidity Risk: Real estate transactions are slower and may take months to
conclude.

e Regulatory Complexity: RERA, stamp duty, GST, and land use norms create
compliance burdens.

e Concentration Risk: High capital requirement means many investors over-
expose to one location or asset.

e Market Cycles: Real estate operatesin slow cycles; downturns can lastforyears.

¢ Management Risk: Leasing, tenant management, and maintenance require
ongoing involvement or delegation.

1.6 Strategic Investing vs Transactional Investing

| Strategic Investing H Transactional Investing |
|Long-term horizon aligned with wealth goals HShort-term gain or opportunistic trading ‘
Focus on location, asset class mix, Focus on price negotiation and timing
compliance, and ROI planning the market

|Backed by tax, legal, and structural planningHOften lacks legal or structural foresight ‘

|Part of portfolio allocation strategy HOne-off investment decisions |
Preferable for family offices and Common among individual or retail
professional investors investors

HNIs and family offices should lean towards strategic investing—where each
investment aligns with financial goals, succession strategy, and risk tolerance—rather
than making isolated, reactive transactions based on market trends.

Strategic Real Estate Investing — An Essential Guide for HNIs and Family Offices
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Chapter 2: Overview of Real Estate Asset Classes

Understanding the various real estate asset classes is the foundation of a strategic
investment approach. Each asset class differs in terms of risk-return profile, cash flow
potential, capital appreciation prospects, legal and compliance considerations, and
suitability based on an invest or’s objectives. For HNIs and family offices, an informed
diversification across asset classes can help balance the portfolio with respect to
liquidity, income stability, long-term wealth preservation, and tax efficiency.

This chapter presents a concise overview of the major real estate asset classes relevant
to sophisticated investors.

2.1 Residential Real Estate

Definition:

Residential properties are primarily
meant for human habitation and include
apartments, villas, bungalows, and
plotted developments.

Key Characteristics:

e Traditionally seen as an entry-level
asset class forreal estate investing

e Driven by location, urban growth,
and end-user demand

e Includes both end-use and
investor-oriented assets (e.g.,
block deals, luxury apartments)

Residential Homes

Investment Opportunities:
e Under-construction block deals at discounted pricing
e Flipping premium/luxury units in demand-supply mismatch areas
e Second homes and villas for leisure or rental yield (e.g., Lonavala, Alibaug)

Investor Fit:

Suited for conservative investors or those seeking emotional attachment, capital
preservation, and inheritance planning.

Strategic Real Estate Investing — An Essential Guide for HNIs and Family Offices
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2.2 Commercial Real Estate (CRE)

Definition:
Commercial properties are income-
generating real estate typically leased to T

businesses for office use.

Key Characteristics:

AL L L L
AR L L L L

e Stable cash flow through long-
term corporate leases

o Higher yields than residential
assets

e Subject to economic cycles, Commercia/ Offices
vacancy risks, and lease
renegotiations

Investment Segments:

e Grade A office floor plates or buildings
e Co-working and business centres
¢ Pre-leased assets to multinational corporations

Investor Fit:

Ideal for investors seeking predictable income streams, institutional-grade assets, and
visibility into tenant covenants.

2.3 Retail Real Estate

Definition:

Properties leased or owned for retail
business operations including high-street
outlets, shopping malls, and standalone
retail spaces.

. : SHOPPING : 4
f—: MALL :=3

Key Characteristics:

e Higherrentalyields through revenue Bodo i Roeote
sharing models

o Sensitive to footfall, tenant quality,
and consumer trends

¢ Requires deep understanding of
location dynamics
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Investment Types:
¢ High-street investments in zones with consistent footfall
e Investmentin mall SPVs with top-brand tenants
e Mixed-use retail-commercial formats

Investor Fit:

Best suited for experienced investors with higher risk appetite and understanding of
brand dynamics and consumption patterns.

2.4 Warehousing and Industrial Real Estate

Definition:

Industrial assets include warehouses,
logistics parks, cold storage, and
manufacturing facilities.

Key Characteristics:

e Rapidly emerging asset class
driven by e-commerce and supply Industrial and Warehousing Assets
chain expansion
e Long lease tenures with logistics,
FMCG, and 3PL companies
e Zoning, infrastructure, and access
are critical determinants

Investment Routes:
e BTS (Build-to-Suit) developments
o Pre-leased logistics parks
e Participation via SPV or REIT models

Investor Fit:

Attractive for yield-seeking investors open to semi-urban/industrial corridor investments
with long-term lease horizons.

Strategic Real Estate Investing — An Essential Guide for HNIs and Family Offices



LEXERIDGE 7

REALTY
2.5 Special Purpose Assets

Definition:
Assets developed for specialized
functions such as data centres, student
housing, co-living, senior living, hospitals,
and hotels.

Key Characteristics:

e Operate more like businesses than
passive properties

e Require operational expertise or
strategic operator partnerships Spec/a/i*y Real Estate

¢ Often part of hybrid investment or
developer-led SPVs

Sub-classes Include:

e Healthcare and diagnostic centres

e Branded hospitality and co-living spaces

¢ Educational institutions and schools

o Data centres and warehousing for digital infrastructure

Investor Fit:

Suitable for strategic or platform investors with domain exposure or operator tie-ups;
high potential, but higher complexity.

2.6 Land Parcels

Definition:

Undeveloped or partially developed
land—may be agricultural, zoned for
residential/commercial use, or plotted for
development.

Key Characteristics:

e High capital appreciation potential
if purchased at pre-development

stage ~
e llliquid and requires long holding | snd Pareels
periods
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e Legal and regulatory risks must be
meticulously managed

Types:

e« Raw land with potential for zoning change
e Zoned land forimmediate use
e Plotted layouts for development or resale

Investor Fit:

Ideal for patient capital and long-term wealth creation strategies, especially when
structured via SPVs or JV with developers.

Conclusion

Each asset class in real estate presents a unique risk-reward paradigm. Strategic
investors must go beyond the surface-level appeal and evaluate asset classes through
the lens of:

e Expected returns (yield vs. appreciation)

¢ Regulatory and compliance exposure

e Taxation impact

¢ Investment horizon and liquidity

e Operational complexity and management intensity

The next chapters will individually deep-dive into each asset class, offering detailed

insights into investment models, revenue structures, exit strategies, tax considerations,
and real-life case studies to empower better decision-making.
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Chapter 3: Modes of Real Estate Investments

Real estate investments can be structured through various modes—each offering
differing levels of control, risk exposure, liquidity, taxation, and alignment with investor
goals. For HNIs and family offices, choosing the right investment mode is critical for
aligning real estate allocation with their broader wealth strategy.

This chapter provides an in-depth overview of different modes of real estate investments
and the importance of tailoring structures based on investor profiles.

3.1 Direct Investment

Definition:
Acquiring ownership of a property in the investor’s personal or corporate name, with full
control over operations, leasing, maintenance, and exit.

Key Features:

e Full control and customization
o Suitable for single large assets (e.g., villa, office floor, retail shop)
e Capitalintensive and less diversified

¢ Tangible control and decision-making
e No third-party structuring risks
¢ Full claim on appreciation and rental yield

e Highertransaction and compliance burden
¢ No pooling of capital or risk
¢ Requires asset-specific expertise
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3.2 Indirect Investment

Definition:
Investing via structures or platforms managed by professional developers, managers, or
investment vehicles.

SPV / SPE (Company / LLP / Trush

Forms Include:

e REITs/SM-REITs/ InvITs

e AlFs and PMS with real estate focus

e Equity participation in developer SPVs
e Fractional ownership platforms

e Professional asset management
¢ Lower entry barrier and diversified exposure
¢ Liquidity and transparency (especially in REITs)

Cons:
¢ Limited control over underlying asset

e Fees and layers reduce netyield
e Reliant on third-party governance

3.3 Developer/ Project SPV

Definition:
Participation in a developer’s project-specific Special Purpose Vehicle (SPV) as a co-
investor.

Deve/oper ‘ /HV@S'/'OF

)=
oy

Joint Venture
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Key Features:
¢ Typically structured with profit/revenue/built-up area sharing
e Capital deployed during land acquisition or construction stage
¢ Returns linked to project performance

Ideal For:

Investors seeking to participate at early stages and willing to take development risk in
return for higher alpha.

3.4 Land SPV

Definition:
Investment vehicle created specifically for aggregation and holding of land parcels, often
for future joint development or resale.

Sbfi’]le.C(ﬂTlQ 01( J‘VIL/QS?LDFS SfDV (COYY]P(ZHg / LLID} Lﬂﬂd Parce.f

Advantages:
e« Early-stage entry and high capital appreciation potential
o Strategic flexibility: cash exit, JV with developer, or holding inventory

¢ Investor protections via structure, escrow, and exit covenants

Ideal For:
Patient capital with long-term vision and appetite for strategic land banking.

3.5 Asset SPV

Definition:
SPV formed to own and manage a specific income-generating asset (e.g., office building,
warehouse, mall).

Benefits:

¢ Clear segregation of risk and cash flows
e Easier for syndication among multiple investors
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e Structured exit and tax planning

3.6 REIT / SM-REIT / InvIT

e REIT: Listed vehicles holding income-generating commercial real estate

e SM-REIT: Unlisted, privately placed REITs for smaller, high-quality assets

¢ InviT: Infrastructure Investment Trusts for monetizing infra assets like toll roads,
transmission lines

Suitability:
Ideal for investors seeking steady, regulated, dividend-like cash flows with liquidity.

3.7 Listed and Unlisted Equity of Developers

e Listed Equity: Public market stocks of real estate developers
¢ Unlisted Equity: Private placements, PIPE deals, or AIF routes into project or
group holding companies

Risk-Return:
High potential upside, but with promoter risk, cyclicality, and low control.

3.8 Hybrid Investment Structures

e Mixof equity and debt (e.g., mezzanine funding)
e Preferred equity models
e Convertible instruments linked to developer/project milestones

Pros:
Better downside protection with upside participation.

Cons:
No direct control over the assets

3.9 Income-Generating vs Capital-Appreciating Assets

| Parameter H Income-Generating Assets H Capital-Appreciating Assets ‘
|Focus HRental yield and cash flow HLong-term asset value growth ‘
|Examples HPre-leased offices, warehouses HRaW land, under-construction units‘
Investor Profile||Conservative, cash flow focused||Patient capital, risk-tolerant
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| Parameter H Income-Generating Assets H Capital-Appreciating Assets ‘
|Tax Efficiency HDependent on structure HCapital gains planning essential ‘

3.10 Investment Participation Structures

a) Individual Investments:

Direct single-owner model—maximum control, maximum exposure.
b) Syndicated Investments / Fractional Ownership:

Pooling of capital from multiple investors, often via digital platforms or investment firms.
Suitable for those looking to diversify without large-ticket investments.

c) SPV-Based Investments:

Clean structuring with limited liability and project-specific exposure. Enhances
governance, transparency, and exit options.

d) Platform Investments:

Commitment to a developer-led or advisor-curated platform where capital is deployed
across a series of projects or asset types. Requires trust in the platform’s execution and
track record.

e) REITs:

As discussed, REITs offer passive investment with institutional-grade transparency and
yield.

3.11 Matching Asset Class with Investor Profile and Goals

Investing without aligning goals, timelines, and risk appetite leads to underperformance
or unwanted illiquidity. Consider the following matrix when selecting investment
structure and asset class:

o Financial Goals: Income, appreciation, diversification, legacy

¢ Risk Appetite: Conservative (pre-leased office), Balanced (REITs), Aggressive
(land banking)

¢ Time Span: Short-term flipping vs. long-term wealth creation

e Liquidity Needs: Listed REITs > SPV exits > direct land

¢ Cash Flow Orientation: Leased assets > hospitality > land

¢ Tax Considerations: LTCG optimization, GST, TDS, stamp duty

¢ Investor Acquaintance: Hands-on vs. hands-off investor
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¢ Control Preferences: Full control (direct/SPV) vs. delegated (REIT/fractional)
e Geographical Diversification:

o Micro-market focused: Hyperlocal insights (e.g., Bandra, BKC)

o Tier 1 City Investment: Delhi NCR, MMR, Bangalore

o Emerging Cities: Indore, Surat, Nagpur

o International: Dubai, London, Singapore (requires FEMA/NRI planning)

Conclusion

The architecture of real estate investing is no longer one-dimensional. Sophisticated
investors should evaluate deals not just on returns, but on structure, alignment, risk
control, and regulatory fit. Modes of investment must be chosen not only by availability
of capital, but also by clarity of objective.

In the following chapters, each real estate asset class will be examined in depth—

including models, risks, returns, and practical case studies—so investors can deploy
capital with precision and strategy.
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Chapter 4: Commercial Office Properties

Commercial real estate, particularly office spaces, has long been a core holding for
institutional investors, and it is increasingly attracting HNIs and family offices seeking
stable cash flows and long-term value creation. With the emergence of managed leasing,
REITs, and pre-leased models, this asset class offers a range of opportunities for yield
generation, appreciation, and diversification.

This chapter provides an in-depth exploration of the various models, structures, risks,
and strategies associated with commercial office investments.

4.1 Types of Commercial Offices

a) Floor Plates:

Large, contiguous office spaces within a commercial tower, ideal for leasing to a single
or anchor tenant. Offers higher yield and easier exit compared to fragmented units.

b) Full Buildings:

Independent commercial buildings with single or multiple tenants. Suited for investors
seeking branding, control, and long-term leasing potential.

c) Co-ownership Units:

Smaller units within commercial buildings acquired by multiple investors. Offers
affordability but may pose liquidity and coordination issues.

4.2 Investment Stages
a) Under-Construction:

Higher risk with potential for capital appreciation. Suitable for investors aligned with
developer timelines and possessing due diligence capability.

b) Ready Possession:

Lower risk with immediate leasing or occupation potential. Useful for investors seeking
quick deployment and faster returns.

c) Pre-Leased Assets:
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Assets already leased to tenants with ongoing rental income. Offers yield visibility and
minimal gestation.

4.3 Investment Models & Structuring

Direct Purchase: Single ownership of floor/building; offers maximum control.
SPV Route: Useful for syndicating investments or limiting liability.
Lease-Back Arrangements: Sale and lease-back by corporates to release
capital.

Platform Investment: Participation via curated commercial portfolios.

4.4 Revenue Models

Fixed Lease Rentals: Agreed rental plus escalation (usually 5-7% every 3 years)
Revenue Share Model: Percentage of tenant’s revenue (e.g., in flexible
workspaces)

Minimum Guarantee + Revenue Share: Hybrid model common in managed
offices

4.5 Asset Valuation and ROI

Valuation Factors:

Rental income andyield

Lease tenor and escalation terms

Tenant profile and creditworthiness

Location, accessibility, and building amenities

ROI Considerations:

Net yield after property tax and maintenance
Entry price vs. market benchmark

Potential capital appreciation

Loan-to-value financing structures

4.6 Asset Risks and De-risking Strategies

Risk H De-risking Strategy

Tenant default or vacancy Lease to AAA-rated or MNC tenants
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| Risk

H De-risking Strategy

Delay in possession (for under-
construction)

Choose reputed developer with RERA
compliance

Lease renegotiation or early exit

Include lock-in periods and penalties in
lease

Obsolescence or tech disruption

Focus on future-ready buildings (LEED,
IGBC etc.)

4.7 Exit Strategies

e Outright Sale: Upon lease expiry or appreciation

Refinancing: Use rental income to secure term loan and exit original capital
REIT Listing or Sale to Fund: Institutional exit route for premium properties
Asset Swap: Exchange with another investor for portfolio realignment

4.8 SWOT Analysis of Commercial Properties Investment

Strengths

Weaknesses

Steady income with indexed growth

High ticket size and entry barriers

Institutional-grade asset quality

|Sensitivity to economic downturns

Long lease tenures with lock-in

Requires rigorous legal and technical due
diligence

Opportunities

Threats

Emerging commercial hubs in Tier-1 cities

Work-from-home and hybrid working
models

|Entry into REIT-ready properties

HOversupply in specific micro-markets

4.9 Investor’s Profile

Suitable for:

¢ Income-oriented HNIs and family offices
¢ Investors with appetite for stable yield and moderate appreciation
o Those comfortable with lower liquidity in exchange for visibility

Not suitable for:

e Investors seeking short-term flipping
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¢ Those with very low ticket size or high liquidity requirements

4.10 Lease Structuring and Asset Yield

Key Elementsin Lease Agreements:

¢ Lock-in Period: Typically 3-5 years; reduces early termination risk
+ Escalation Clause: Standard is 15% every 3 years or 5% p.a.

¢ Security Deposit: Generally 6-12 months’ rent

e CAM Charges: Shared or passed on to tenant

« Exit Clause & Notice Period: Balanced to protect landlord's yield

Asset Yield:

e GrossYield: (Annual Rent / Purchase Price) x 100
¢ NetYield: Adjusted for property tax, CAM, loan servicing (if any)

Benchmark Net Yields:

e Premium Micro-Markets: 6%-7%
e Emerging Hubs: 7.5%-9%
e Tier-2 Commercial Zones: 9%+

4.11 Tax Considerations

¢ Rental Income: Taxed as income from house property if the owner is not in the
business of lease of commercial offices; standard 30% deduction available.
However, if the owner is in the business of leasing of commercial offices, income
can be treated as profits & gains of business & profession (i.e. business income).

o Depreciation: Applicable in case of company/SPV holding or income treated as
business income.

e Capital Gains: Short term capital gains (STGC) or long term capital gains (LTCG)
are applicable as per the period of holding. If the office is owned through SPV,
capital gains will be on share transfer only, if transfer is made through share
transfer.

e GST on Acquisition: 12% GST applicable, if purchased under construction. If
purchased OC received office space, there is no GST.

e GST on Interior & Fit-out Costs: 18% GST is chargeable by the contractors /
vendors for interiors and fit-outs. Care must be taken that movable and
immovable items must be segregated or separate contracts must be in place so
that the owner gets GST Input Tax Credit (ITC) on the portion of movable items.

e GSTon Lease Rentals: Applicable rate is 18% on commercial leases

¢ TDS: Deducted at 10% on rental payouts above 32.4 lakh/year

¢ International Taxation & FEMA: If the property investments are made by NRIs or
foreign investors, compliance with international taxation provisions such as
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transfer pricing, GAAR, POEM, etc. is must. Also, compliance with Foreign

Exchange Management Act (FEMA) is imperative.

4.12 Compliances and Costs

Stamp duty and registration (usually 5%-6%)
Property tax and municipal charges
Fire NOC, OC, and lease registration

Common Area Maintenance (CAM) and fit-out costs (if borne by owner). In case

of providing Built to Suit (BTS) offices, investor must take in consideration the

capital costs of interiors & fit-outs.
RERA compliance for under-construction offices

4.13 Key Commercial Hubs in MMR

Established Business Districts:

Bandra-Kurla Complex (BKC)
Nariman Point & Fort
Andheri-Saki Naka belt
JVLR - Vikhroli

Goregaon West
Vashi-Belapur (Navi Mumbai)

O O O O O O

Emerging Business Hubs:

Wagle Estate (Thane)
Kolshet (Thane)

Ghansoli-TTC MIDC Belt
Kanjurmarg-Vikhroli Innovation Corridor
Palava-Dombivli IT/SEZ parks

O O O O O O

Conclusion

Ghodbunder Road — Hiranandani Estate, Thane

Commercial office properties remain a preferred asset class for HNIs seeking
predictable income with long-term value. When chosen wisely and structured
professionally, these investments offer the right blend of cash flow, appreciation, and
institutional quality.

In the next chapter, we explore the high-yield yet nuanced world of Retail Real Estate
Investments.
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Chapter 5: Retail Real Estate

Retail real estate is a high-yielding but nuanced asset class that requires a deep
understanding of consumer behavior, location dynamics, tenant quality, and lease
structures. Unlike commercial office assets, retail properties are more sensitive to
macroeconomic cycles, footfall patterns, and brand sustainability. However, for
informed investors, retail real estate can offer attractive returns and strategic
diversification.

This chapter explores the types, investment strategies, risks, and return profiles
associated with retail real estate investments.

5.1 Types of Retail Assets

a) High-Street Retail:
Ground-level retail outlets in high-footfall areas such as main roads, commercial
streets, and near transit hubs.

e High visibility and direct access
o Strongresale and leasing potential
e Typically owned outright or on long-term leasehold

b) Mall-Based Retail:
Shops or units within large format malls, often leased to anchor brands, F&B outlets, or
specialty stores.

¢ Managed environment with footfall aggregation
¢ Common area charges and revenue share models
e Exposure to mall operator’s brand and performance

c) Standalone Retail:
Single-brand or multi-brand stores in independent buildings or corner plots.

o Often owner-operated or leased to long-term tenants

¢ Customizable layouts and flexibility of use
e Exposure to local market and neighborhood dynamics
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5.2 Leased vs Owner-Run Retail

Leased Retail:

Investor owns the space and leases it to established brands or operators. Offers
predictable income and risk-sharing.

Owner-Run Retail:

Owner operates own business from the premises. Less relevant for passive
investors or family offices, unless part of a broader strategy.

5.3 Investment Stages

a) Under-Construction Retail Assets:
Opportunity for discounted entry, but with construction and leasing risk.

b) Ready Possession:
Enables immediate leasing or own-brand occupancy. Requires market demand
analysis.

c) Pre-Leased Retail:
Asset is already leased to a tenant, often with revenue-linked rental model. Attractive
forincome-focused investors.

5.4 Investment Models & Structuring

Direct Ownership of Retail Unit:

High-street or mall unit purchased and leased out.

Retail SPV Participation:

Participation in SPV holding single or multiple retail assets.

Developer JV or Anchor Investment:

Early-stage capital for retail-dominated commercial projects with exit upon
lease stabilization.

5.5 Revenue Models

Fixed Rent Model:
Base rent paid monthly, with escalation every 11-36 months.

Revenue Sharing Model:
Tenant pays percentage of gross sales (typically 6-10%) instead of or in addition
to base rent.

Minimum Guarantee + Revenue Share:

Minimum rent assured to owner, with upside linked to store performance—
common in malls and F&B retail.
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5.6 Asset Valuation and ROI

Key Valuation Factors:

e Location (catchment area, traffic flow, visibility)
¢ Tenant brand and covenant strength

e Lease terms (duration, escalation, lock-in)

¢« Mall operator profile (for mall-based retail)

ROI Metrics:

¢ Net RentalYield

¢ Revenue Share Premium

¢ Asset Appreciation Potential

e TenantImprovement Capex and CAM recovery

5.7 Asset Risks and De-risking Strategies

| Risk H De-risking Strategy

Long lock-in, tenant mix curation, fallback

Tenant turnover and brand exit
lease clauses

Prefer Grade A malls with proven
operators

Mall footfall decline

Demand assessment and catchment

Location saturation
study

|Delay in mall completion Hlnvest post-approvals or near occupancy

5.8 Exit Strategies

o Outright Sale: After lease stabilization or capital appreciation

e Sale to Brand or Tenant: Buy-back rights or long-term occupancy conversion
¢ Platform Exit: Consolidate and sell via REIT/SM-REIT platform

e Partial Divestment: Sell individual units within portfolio to retail investors

5.9 SWOT Analysis of Retail Real Estate Investment

| Strengths H Weaknesses ‘

|High rental yields via hybrid models “Consumer demand-sensitive ‘

|Strong exit options in premium locations“Location obsolescence risk ‘

|Brand-backed rental security HHigher management intensity ‘
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| Opportunities H Threats

Growth in aspirational consumption

Disruption by e-commerce
zones

Changing consumer patterns

Tier 2/3 mall development surge .
post-pandemic

5.10 Investor’s Profile

Suitable For:
¢ Investors seeking high-yield, risk-balanced exposure
e Those familiar with retail consumption patterns
¢ Investors open to revenue-linked models

Avoid If:

¢ Yourequire stable, fixed returns only
¢ You lack legal and lease negotiation support

5.11 Lease Structuring (Revenue Share, Minimum Guarantee)

Key Terms:

23

e Minimum Guarantee (MG): Ensures a fixed rent irrespective of store

performance

e Revenue Share Clause: Percentage of net or gross sales shared with landlord

e Audit Rights: Owner’s right to verify tenant’s sales records
e Lock-in Period: Commonly 3-5 years to ensure tenant stability
e Termination Clauses: Linked to underperformance or default triggers

5.12 Tax Considerations

Rentallncome: Taxable as eitherincome from house property with 30% standard
deduction or as business income. Structuring is necessary for tax optimization.
GST on Property Acquisition: If commercial project, the GST is 12%. However, in
case of retail is part of the residential project (where 15% commercialis allowed),
GST is 5%.

GST on Interiors and Fit-outs: 18% GST is chargeable by the contractors /
vendors for interiors and fit-outs. Care must be taken that movable and
immovable items must be segregated or separate contracts must be in place so
that the owner gets GST Input Tax Credit (ITC) on the portion of movable items.
GST on Lease Rent: Applicable at 18%

TDS: 10% deducted by tenant if rent exceeds 2.4 lakh/year

Capital Gains: STCG or LTCG is appliable basis the holding period. In case the
asset is owned through SPV, capital gains will be applicable only on the share
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transfer, because for transferring the asset under SPV, only shares are

transferred.

¢ International Taxation & FEMA: If the property investments are made by NRIs or

foreign investors, compliance with international taxation provisions such

as

transfer pricing, GAAR, POEM, etc. is must. Also, compliance with Foreign

Exchange Management Act (FEMA) is imperative.

5.13 Compliances and Costs

e Stamp duty and registration (5%-6% in most states)

¢ CAM (Common Area Maintenance) charges, usually passed on to tenant
e Fit-out and interior costs (if provided by owner)

¢ Fire, health, and shop licenses for retail operations

¢ RERA compliance for under-construction retail units

5.14 Case Study: Investing in a Mall SPV

Structure:

HNI investor takes 15% stake in SPV developing and operating a mall in Navi Mumbai.

Investment Stage:
Post land acquisition, during pre-leasing phase.

Tenants:
F&B brands, multiplex anchor, fashion retailers.

Returns Model:

e Minimum Guarantee from anchor tenants

o Revenue share from F&B and retail brands

e Exitvia platform sale or REIT within 7-9 years
Benefits:

e Asset-backed equity investment

¢ Indexed rental growth
e Strategic location advantage near metro junction

Conclusion

Retail real estate is a high-potential asset class for sophisticated investors who
understand consumer trends, brand dynamics, and leasing strategies. With the right
structuring—such as revenue-sharing leases, mall SPVs, and prime high-street
locations—HNIs and family offices can unlock both cash flow and capital gains in this

evolving segment.
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In the next chapter, we explore Warehousing and Industrial Parks—an emerging
favourite for yield-oriented portfolios.

Strategic Real Estate Investing — An Essential Guide for HNIs and Family Offices



LEXBRIDGE 26

REALTY

Chapter 6: Warehousing and Industrial Parks

The warehousing and industrial real estate sectorin India is experiencing transformative
growth, driven by e-commerce expansion, supply chain realignment, and the
formalization of logistics infrastructure. Once considered niche, this segment is now
drawing significant capital from institutional investors, REITs, and HNIs seeking yield-
oriented, long-term real assets.

This chapter examines the key types, structures, risks, and opportunities in warehousing
and industrial real estate investing for strategic investors.

6.1 Types of Industrial and Logistics Real Estate

a) Warehousing:

Storage units, fulfilment centres, cold storage, and Grade A logistics parks catering to e-
commerce, FMCG, pharma, and 3PL (third-party logistics) players.

b) Industrial Parks:

Zoned clusters developed for light manufacturing, assembly, and processing activities—
often with shared infrastructure and plug-and-play facilities.

c) Specialised Assets:

Cold chain storage, temperature-controlled warehouses, EV battery plants, and data
storage facilities—all classified under industrial-use zoning.

6.2 Growth Drivers in India

¢ E-commerce Expansion: Rise in last-mile delivery and regional fulfilment hubs

¢ GST & Regulatory Formalization: Pan-India warehouse consolidation

¢ Make inIndia & PLI Schemes: Manufacturing boost creating demand for
industrial land and built-up assets

o 3PL & Logistics Players: Rapid scale-up requiring ready, compliant storage
spaces

o Export-Import Efficiency: Near-port locations gaining traction (e.g., Nhava
Sheva, Mundra)

6.3 Investment Stages

a) BTS (Build-to-Suit):
Custom-built asset leased to an anchor tenant under pre-agreed terms.

e Higher ROI potential
e Requires strong tenant covenant and pre-leasing agreement
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¢ Land and developmentrisk present

b) Ready Assets:
Completed and leased orimmediately leasable assets in logistics parks or industrial
clusters.

o Fasterincome generation
¢ Lower development risk
e Premium pricing over greenfield options

6.4 Investment Models & Structuring

¢ Direct Purchase: Entire plot/warehouse owned by investor and leased to one or
more tenants

e SPV Route: Structured vehicle for asset ownership, risk segregation, and ease of
syndication

¢ JVwith Developer: HNI provides capital or land; developer builds and manages
operations

o REIT Participation: Indirect exposure via listed or private REITs holding
warehousing assets

6.5 Revenue Models

o Fixed Lease Rentals: Long-term leases (6-9 years) with 4-6% annual rental
escalation

o Triple Net Leases (NNN): Tenant pays rent + property tax + insurance +
maintenance

e Built-to-Suit Leasebacks: Rental based on development cost and agreed ROI
(often 8-10% netyield)

6.6 Asset Valuation and ROI

Key Valuation Inputs:

e Rent per sq. ft. and escalation terms

e Tenant profile and credit rating

e Lease duration and lock-in period

¢ Infrastructure (height, loading bays, proximity to highways/ports)
¢ Landtitle and zoning compliance

ROl Benchmarks:
e Netyields typically range from 7%-9% in developed markets

¢ BTS models may offer 10%+ IRR depending on lease quality
e Capital appreciation potential in emerging corridors
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6.7 Asset Risks and De-risking Strategies

| Risk H De-risking Approach

Tenant dependency and Multi-tenant leases or anchor + satellite tenant
concentration model

|Land title and zoning ambiguity HLegal due diligence, industrial-zoned land only

Partner with experienced developers with

Infrastructure delays in BTS .
execution track

Modern warehouses with compliance (fire, ramp

Asset obsolescence height)

6.8 Exit Strategies

o Stabilization + Sale to REIT/Institutional Fund

e Buy-lease-and-flip model: Acquire vacant warehouse, lease to Grade A tenant,

and exit
o Partial Stake Sale in SPV to Family Office or PE fund
¢ Yield refinancing post lease maturity for exit liquidity

6.9 SWOT Analysis of Industrial and Warehousing Investment

| Strengths H Weaknesses

Lower capital appreciation than prime

High yield d to traditional t
igh yield compared to traditional assets offices

|Long leases with strong tenants

|Infrastructure dependency

Requires zoning and environmental

Institutional-grade entry potential .
compliance

| Opportunities H Threats

Expansion of logistics and cold-chain Local regulatory barriers in industrial
sectors zones

“:E?rt:glc importance of warehousing in High land costs in urban fringes

6.10 Investor’s Profile
Ideal for:
¢ Yield-seeking investors with medium to long-term holding capacity

¢ HNIs exploring alternatives to commercial office investments
¢ Investors willing to engage in structured leasing and asset management
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Avoid if:

¢ You seek short-term speculative gains
e You lack the ability to manage industrial compliance and operations

6.11 Lease Structuring

¢ Tenure: 6-9years with lock-in and renewal options

¢ Escalation: 4-6% annually or 15% every 3 years

e Security Deposit: 6-12 months

e Triple Net Structure: All running costs borne by tenant

e Maintenance & Compliance: Delegated to facility manager or SPV operator

6.12 Tax Considerations

¢ Rental lIncome: Taxed underincome from house property with 30% standard
deduction

e GST: Applicable on lease rentals for commercial/industrial purposes

e TDS:10% on rentalincome above threshold

e Capital Gains: STCG or LTCG is appliable basis the holding period. In case the
asset is owned through SPV, capital gains will be applicable only on the share
transfer, because for transferring the asset under SPV, only shares are
transferred.

e GSTon Acquisition / Construction (BTS): 18% GST is applicable. ITC is usually
not available because warehouse is considered as an immovable property.

¢ International Taxation & FEMA: If the property investments are made by NRIs or
foreign investors, compliance with international taxation provisions such as
transfer pricing, GAAR, POEM, etc. is must. Also, compliance with Foreign
Exchange Management Act (FEMA) is imperative.

6.13 Compliances and Costs

e Landuse clearance and industrial zoning

o Building Plan & Factory Act approvals (if manufacturing)

e Environmental clearance (for large units or near sensitive zones)

e Fire NOC, local gram panchayat or MIDC permissions

e Stamp duty and registration (5-6% typically)

e CAMin case of gated logistics park or otherwise normal maintenance expenses
¢ Professional and legal fees

e Other operating costs.

6.14 Strategic Industrial & Logistics Hubs in MMR

Established Locations:
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« Bhiwandi / Mumbai-Nashik Highway: India’s largest warehousing cluster;
leased by Amazon, Flipkart, Reliance

¢ Panvel-Taloja: Industrial corridor with port connectivity

e Nhava Sheva-JNPT: Ideal for EXIM-focused logistics

Upcoming Zones:

« Palghar District: Targeted for upcoming Vadhvan port
o Karjat-Khopoli Belt: Good for warehousing due to highway access
¢ Navi Mumbai Airport Zone (NAINA): Long-term industrial hotspot

Conclusion

Warehousing and industrial real estate is emerging as a high-yield, low-volatility asset
class ideal for HNIs and family offices seeking diversification and stable returns. With
structured leasing, institutional tenant profiles, and macro tailwinds in infrastructure
and logistics, this segment offers not only income stability but also strategic positioning
in the new economy.

In the next chapter, we turn to Residential Real Estate—a time-tested yet evolving asset
class that continues to play a critical role in investor portfolios.
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Chapter 7: Residential Real Estate

Residential real estate has traditionally been the first exposure to real estate for most
investors in India. While it is often seen as an emotional or legacy asset, residential
property can also serve as a strategic investment vehicle for capital appreciation,
lifestyle integration, rental income, or even structured deals like block investments. For
HNIs and family offices, residential real estate must be viewed not as an isolated
purchase, but as part of a diversified, goal-aligned portfolio.

This chapter explores the various investment types, risks, returns, and structuring
strategies for residential assets.

7.1 Types of Investments in Residential Assets

a) Under-Construction Block Deals:

e Investmentin multiple units or entire wings at an early stage at discounted
pricing

¢ Developer offers attractive terms such as assured returns, revenue share, or
inventory buyback

e Typically requires larger ticket sizes and strong developer due diligence

b) Luxury and Super-Luxury Apartments (with Flipping Potential):
¢ Investmentin high-end residential properties in prime locations (e.g., South
Mumbai, Bandra, Worli, Lower Parel)
e Flip during mid-construction or near-possession stages for capital gains
e« Requires timinginsight and exit readiness
c) Villas / Second Homes:
o Lifestyle-oriented investment with dual purpose (personal use +income)

¢ Locations: Alibaug, Lonavala, Karjat, Goa, etc.
e Can be structured as part of hospitality income or managed rentals

Strategic Real Estate Investing — An Essential Guide for HNIs and Family Offices



LEXBRIDGE 32

REALTY

7.2 Investment Stages
a) Ready-to-Move:

¢ Immediate possession and potential rentalincome
e« Higher capital outlay, but lower risk
o Idealfor NRl investors or for self-use

b) Under-Construction:

e Entry at lower price point with appreciation upside
e Subject to RERA protection, but still carries execution and delay risk
e« Preferred by aggressive investors or those seeking block deals

7.3 Investment Models

¢ Individual Apartment Ownership: Traditional model with highest emotional
connect

e BlockInvestment/ Inventory Buyout: Institutionalized participation in bulk

o JVwith Developer (Revenue/Area Share): Landowner or financier role in
boutique developments

e RE Funds/ AlFs / PMS Participation: Passive route via curated portfolios

7.4 Revenue Models

¢ RentalYield: Generally 2-3% in metros; higher in second homes or student
housing

e« Capital Appreciation: Driven by location, connectivity, developer reputation,
and market timing

e Leaseback/ Guaranteed Rent Models: Common in branded residences and
holiday homes

¢ Flipping Gains: Entry at launch, exit at possession—common in high-demand
areas

7.5 Asset Valuation and ROI

Key Drivers:

e Localdemand-supply trends

¢ RERA compliance and delivery records

e Developer reputation and execution

¢ Micro-market infrastructure (schools, roads, hospitals, rail/metro)
o Tax benefits (e.g., interest deduction on home loans)

Return Benchmarks:
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e Capital appreciation: 6%-10% CAGR in Tier 1 cities

e Rentalyields: 2%-3% for regular apartments, up to 5%-6% for second homes or
co-living assets

e |RR: Higherin under-construction block deals if timed well

7.6 Investment Risks and De-risking Strategies

| Risk H Mitigation Strategy |
. Choose RERA-registered, financially sound
Possession delays
developer
lLow rental yield IFocus on location with rental demand (BKC, Powai) |

Regulatory changes (e.g., tax Diversify across asset types

laws)
|Exit liquidity issues HChoose properties with high resale market ‘
|Maintenance & tenant churn HEngage professional property managers ‘

7.7 Exit Strategies

¢ Resale in Secondary Market: Post possession or during market upcycle

o Developer Buyback (for bulk deals): Structured exit with assured return or
built-up area swap

e Rental + Flip Strategy: Lease property for initial years and exit during demand
surge

e Conversion to Co-Living or Serviced Apartment Model: Enhances rental yield
and resale appeal

7.8 SWOT Analysis of Residential Investment

Strengths H Weaknesses ‘

Low rental yield compared to

Emotional and legacy value CRE/warehousing

Wide demand and resale base HStamp duty and taxation impact |

Prone to market sentiment and regulatory

Tax benefits for home ownership shifts

Opportunities ” Threats ‘

Regulatory delays (OC, CC, RERA non-

Emerging locationsin MMR and NCR .
compliance)

Rise in second home rental demand HOversupply in suburban projects l
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7.9 Investor’s Profile

Suitable for:

e Investors looking for diversification with lifestyle integration
e Long-term holders aiming for legacy planning
¢ HNIsinterested in block deals with institutional developers

Avoid if:

¢ Investor needs regular high yield income
e Liquidity and exit flexibility are top priorities

7.10 Tax Considerations

¢ Rentallncome: Taxed as income from house property with 30% standard
deduction

e Capital Gains: STCG or LTCG basis the holding period. Exemptions available on
reinvestment

¢ Deduction on Interest: Up to X2 lakh per year under Section 24 (for self-
occupied property)

e GST: 5% on under-construction residential (without ITC); no GST on ready
possession with OC

e TDS: Applicable at 1% for purchase price above 50 lakh (for buyer)

7.11 Compliances and Costs

e Stamp duty and registration: 6%-7% in most states (plus metro cess, if
applicable)

¢ RERA Registration: Mandatory for new projects; check on state RERA portals

e Society formation and maintenance corpus: Additional outflows to budget for

e Property tax, CAM charges, sinking fund

e NRI compliance: Repatriation under FEMA, rental income taxation

7.12 Case: Comparative Micro-Market Analysis

Location Capl.tal' Rental Yield Investor Fit
Appreciation
South Mumbai (Napean High —legacy Low (1.5- Legacy, luxury,
Sea, Walkeshwar) demand 2%) inheritance-oriented
Central Suburbs Mid-income & yield
(Chembur, Ghatkopar) Moderate Moderate seekers
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Location Capl-tal' Rental Yield Investor Fit
Appreciation
Western Suburbs (Andheri-||Strong developer |Decent (2.5- .
. Balanced investors
Goregaon) activity 3%)
Thane (Ghodbunder, Emerging Moderate Block deefl‘& flipping
Pokhran) opportunities
Navi Mumbai (Kharghar, Infra-led . Second home & rental
- Growing .
Panvel) appreciation opportunity
Far Suburbs (Karjat, . - . Speculative or long-
Badlapur) High volatility Variable term land-linked
Conclusion

Residential real estate remains a relevant and versatile asset class, but strategic
investors must look beyond emotional ownership. With evolving trends in location
preferences, rental models, taxation, and compliance, HNIs and family offices must
approach residential investments with structured diligence and return clarity.

In the next chapter, we explore Land Parcels (Direct Investment)—a high-alpha asset
class offering early-entry advantages and significant capital gains, when managed
strategically.
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Chapter 8: Land Parcels (Direct Investment)

Land has historically been regarded as one of the purest forms of real estate
investment—offering unmatched capital appreciation potential, strategic optionality,
and generational wealth creation. For HNIs and family offices, direct investment in land
parcels represents an opportunity to enter at the earliest stage of value creation.
However, land investment demands deep local insight, legal clarity, and long-term
vision.

This chapter provides an in-depth view of land as an asset class, its investment models,
valuation, risks, and ideal geographies.

8.1 Types of Land Parcels

a) Raw Land (Agricultural / Undeveloped):
e Locatedin peripheral or rural zones
¢ Requires conversion for residential/commercial use
e Carries the highest appreciation potential but also the highest regulatory risk
b) Zoned Land (Residential / Commercial / Industrial):
e Already converted or notified for specific use under municipal planning norms
e Easierfor development or resale
¢ More expensive than raw land but lower legal and conversion risks
c) Plotted Layouts:
¢ Sub-divided land with internal roads, utilities, and demarcated plots

e Generally approved by development authorities (e.g., MMRDA, PMRDA)
¢ Lower entry cost per unit and resale-friendly in emerging areas

8.2 Investment Models
a) Outright Purchase:

e Investor acquires land in individual or entity name
¢ Full control over holding, development, or resale

b) Land Banking:

e Strategic purchase of future-growth corridors
¢ Holdtillzoning improvements or infrastructure push drives value appreciation

c) JV with Developer:
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¢ Landowner partners with developer in a structured agreement (area share /
revenue share)

¢ Idealfor monetizing land without capital deployment
d) Land Aggregation via SPV:

¢ Multiple parcels combined under an SPV for future development or sale
¢ Enables pooling of capital, legal due diligence, and exit structuring

8.3 Revenue Model

e Capital Appreciation: Primary source of return; driven by rezoning,
infrastructure, demand-supply
e Lease Income (Selective Cases):
o Agricultural lease (short-term, low yield)
o Long-term lease for warehousing, cell towers, solar farms, etc.
¢ Joint Development Revenue:
o Post-aggregation JV with developer to generate sale or lease income
o Asset monetization through built-up area or revenue share

8.4 Asset Valuation and ROI

Valuation Parameters:

o FSI potential and zoning classification

¢ Road access and infrastructure plans

e Government notifications and master plans (e.g., NAINA, DP reservations)
¢ Nearby transaction benchmarks and registry data

ROI Potential:
o 2x-4xreturns possible in 5-10 years in the right corridor

¢ Compounded IRRs can range from 14%-20% for long-term patient capital
e Risk-adjusted returns must account for liquidity and holding costs

8.5 Asset Risks

| Risk H De-risking Strategy
Title disputes and Legal due diligence, 30-year title chain, IGR
encroachments verification

Vet DP/TP schemes, obtain land use certificate, 7/12

Zoning or land use restrictions
extract
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| Risk H De-risking Strategy ‘

Focus on notified growth zones with public project

Infrastructural delays
momentum

|Illiquidity ’Enter in micro-markets with active demand ‘

Benami orinformal title

Avoid proxy ownerships, insist on registered sale deed
structures

8.6 Exit Strategies

e Sale to Developer/ Aggregator: Once critical mass or zoning advantage is
achieved

¢ Joint Development: Monetize land through a JV structure and exit post-
development

+ Partial Sale: Divest in parts to retail buyers (especially in plotted layouts)

¢ Refinancing or Pledging: Raise funds against land value via structured finance

e Asset Swap: Swap land for built-up area or developer equity in lieu of cash

8.7 SWOT Analysis of Land Investments

| Strengths ” Weaknesses ’

|Highest potential for long-term capital gain Hllliquid and long gestation ‘

High legal and compliance

Control over usage and development .
complexity

|Strategic optionality (hold, develop, JV) HNo immediate yield unless leased ’

| Opportunities ” Threats |

Peripheral infrastructure growth (roads, rail, ||Political and regulatory
airports) unpredictability

Informal markets and unregulated

Zoning policy changes unlocking FSI value intermediaries

8.8 Investor’s Profile
Best Suited For:
e Strategic and patient investors with 5-10+ year horizon
¢ Family offices planning for intergenerational asset creation

¢ HNIs with access to trusted legal and land advisory teams

Not Suited For:
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¢ Yield-oriented investors seeking regularincome
e Those needing near-term liquidity or cash flows

8.9 Tax Considerations

Capital Gains Tax:
o Agriculturalland in rural areas are not subject ot capital gains
o Agricultural land in urban areas attract capital gains on transfer.
o Long-term gains or shor term gains is based on the holding period
e TDS: 1% TDS on purchase if consideration >X50 lakh
¢ Stamp Duty & Registration: 5%-6% in most states, additional surcharges may
apply
e Agricultural Land Income: Rentalincome from agricultural land is tax-exempt
(subject to conditions)
e Wealth Planning: Land held in Trusts or SPVs can ease succession and tax
planning

8.10 Compliances and Costs

e Legal Due Diligence: Title search, 7/12 extract, mutation records, litigation
check

e Stamp Duty & Registration: As per applicable circle rates

e Zoning Clearance: From town planning, local authority, or MIDC/NAINA

e Conversion Costs: For agricultural to non-agricultural land (NA conversion)

¢ Holding Costs: Property tax, boundary maintenance, caretaker security

8.11 Potential Areas for Land Investment in MMR

| Location H Investment Rationale ‘
|Alibaug HSecond home boom, tourism growth, RoRo ferry access to Mumbai ‘
|Karjat HMumbai—Pune growth corridor, infrastructure upgrades ‘
|Neral HAffordable plotted layouts, Karjat-Matheran tourism link ‘
|Panvel HProximity to upcoming Navi Mumbai International Airport ‘
|Palghar Hlndustrial push, affordable land, upcoming MIDC zones ‘
;l:rl‘:)A (CIbco Regulated development, near airport, infra allocation underway
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Conclusion

Land investment, when executed with proper legal, zoning, and financial diligence, can
be a powerful vehicle for capital growth and future asset monetization. For HNIs and
family offices, it provides the opportunity to create foundational assets that can be
structured for wealth preservation, family succession, or long-term development plays.

In the next chapter, we shift focus to Real Estate Investment Trusts (REITs)—a more

liquid, regulated, and income-yielding mode of participating in real estate assets without
direct ownership complexities.
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Chapter 9: Real Estate Investment Trusts (REITS)

Real Estate Investment Trusts (REITs) have emerged as a globally recognized vehicle for
participating in income-generating real estate without the burden of direct ownership. In
India, REITs have gained traction as a regulated, transparent, and liquid investment
option, particularly appealing to HNIs, family offices, corporate treasuries, and
institutions seeking yield and diversification.

This chapter explains the structure, benefits, and strategic considerations of investing in
REITs and their evolving variants, including Small and Medium REITs (SM-REITs).

9.1 What Are REITs? Structure and Operation

A Real Estate Investment Trust (REIT) is a trust-based investment structure that owns
and operates income-producing real estate assets. Investors pool funds into a trust,
which in turn invests in a portfolio of assets such as commercial offices, malls, and
industrial parks. The trust distributes most of its rental income as dividends to investors.

Key Features:
¢ Mandatory distribution of 90% of net distributable income
e Income comes primarily from rent and lease revenues

¢ Managed by a professional REIT manager and trustee
o Listed on stock exchanges (public REITs) or privately placed (SM-REITs)

9.2 Public REITs in India

India currently has four listed REITs (as of 2025), each with a strong portfolio and
institutional tenant base:

REIT H Sponsor H Portfolio Type

Embassy Office Grade A commercial office parks
Parks Embassy Group & Blackstone (Bangalore, Pune, NCR)

Mixed-use assets across Mumbai,

Mindspace REIT |[K Raheja Corp Pune, Hyderabad

Institutional office spaces in

Brookfield REIT |Brookfield Asset Mgmt Gurugram, Noida, Mumbai

Nexus Select Wynford Investments Ltd.

Trust (affiliate of Blackstone Inc.) Retail assets across India

Returns Profile:

o Dividend Yields: 6%-7% net
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e Capital Gains: 8%-10% CAGR with N
¢ Liquidity: Units listed on NSE/BSE

9.3 Small and Medium REITs (SM-

Definition:

AV appreciation

REITSs)

42

SM-REITs are privately placed REITs introduced under SEBI guidelines to enable
fractional ownership of smaller income-generating real estate assets.

Key Attributes:

¢ Unlisted, privately subscribed (minim

um ticket size: 10 lakh)

o |dealforretail investors, HNIs, and small institutions
e Must hold minimum 95% of assets in completed and income-generating

properties

e Professional asset management and transparent structure

Use Cases:

e Ownership in single or small clusters of commercial, retail, or warehousing

assets

¢ Diversification tool forinvestors unable to buy entire pre-leased assets
e Entry route for HNIs before graduating to larger SPV or direct investments

9.4 SWOT Analysis of REITs

| Strengths

H Weaknesses ‘

|Steady dividend income

HLimited control over specific assets ‘

Listed and regulated structure (REITSs)

NAV may be impacted by interest rate
cycles

Diversification across tenants and
geographies

Returns capped due to rental nature

Opportunities

H Threats

Expansion into warehousing and retail REITs

Oversupply or economic slowdown
risk

SM-REITs making real estate accessible

Regulatory policy changes or tax
shifts

9.5 SWOT Analysis of SM-REITs
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| Strengths H Weaknesses ‘
|Lower ticket size, wider participation Hllliquid compared to listed REITs ‘
|Focused asset selection HLimited secondary market ‘
|Professional asset management HPlatform and operator risk |
| Opportunities ” Threats ‘

Risk of over-leveraging in

Democratizing commercial real estate .
fractional models

Cross-city, thematic investments Lack of awareness or due
possible diligence by investors

9.6 Ideal Use for HNIs and Family Offices

e Yield Play: REITs provide consistent quarterly income
o Diversification: Complement to direct real estate holdings
¢ Parking Surplus Cash: Liquid alternative to debt instruments

o Strategic Allocation: 5%-15% of real estate portfolio in REITs offers cash flow
buffer

e Corporate Treasury Optimization: REITs as fixed-income substitutes

9.7 Taxation and Yield Expectations

Tax Treatment of REIT Investments:

| Income Component ” Tax Treatment (Resident Individual)
|Rental Income ”Taxed in hands of REIT — exempt for investor
Idn(;cstr;ast Income (from SPV Taxable as income from other sources

Tax-free if SPV has not opted for concessional tax
regime

Dividend Income

STCG (within 36 months) @ 15%; LTCG @ 10% (above

Capital Gains on Sale %1 lakh)

Post-Tax Yield Expectations (as of 2024-25):
e REITs: 5.5%-6.5% p.a. post-taxyield + 6%-8% capital appreciation

e SM-REITs: 7%-9% net yields possible depending on structure (since there are
few SM-REITs recently formed, returns are only estimation)

9.8 Strategic Considerations Before Investing

e Asset Quality: Grade A vs B; tenant mix and lease tenures
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¢ Management Reputation: Track record of REIT sponsor and asset manager

e Occupancy Levels: High occupancy ensures better rental continuity

¢« Distribution Frequency: Most REITs declare dividends quarterly

o Exit Flexibility: Liquidity is high for public REITs, moderate for SM-REITs

o Geographic & Asset Class Exposure: Offices, warehousing, retail
diversification

9.9 Pre-REIT Alternative Investment Funds

In addition to REIT, there are pre-REIT AlFs which invest in the A+ grade properties at
conceptual stage / construction stage and ultimately sell off to any REIT. Investment in
pre-REIT funds / syndicates generate higher returns.

Conclusion

REITs represent a professionally managed, income-generating investment option for
HNIs and family offices. They offer an elegant solution for exposure to real estate without
operational involvement or large-ticket purchases. While REITs serve as a core
component in a cash-flow-focused portfolio, SM-REITs and fractionalized models offer
newer avenues for tailored exposure and participation in emerging sectors.

In the next chapter, we delve into Equity Investments in Real Estate Developers—an

equity-linked strategy that provides higher alpha but comes with differentiated risks and
deal structuring dynamics.
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Chapter 10: Equity Investment in Real Estate
Developers

While most real estate investors focus on physical assets, investing in the equity of real
estate developers offers an alternative and potentially higher-return strategy. Equity
investment allows participation in the developer’s business or specific project
lifecycle—often at an early stage—thereby unlocking asymmetric upside. However, it
comes with risks such as limited control, dependency on execution, and longer exit
horizons.

This chapter explores how HNIs and family offices can participate in developer equity—
both listed and unlisted—and what factors should drive such decisions.

10.1 Listed vs Unlisted Equity
a) Listed Developer Equity:

e Publicly traded shares of real estate development companies (e.g., DLF, Godrej
Properties, Oberoi Realty, Macrotech Developers)

o Offers liquidity, diversification, and regulatory transparency

e Suitable for short to medium-term investments

b) Unlisted Developer Equity:
e Private investments in project-specific SPVs, holding companies, or at group
level
e Typically accessed through private placements, family office deals, PMS, AlFs,

or strategic tie-ups
¢ Requires thorough diligence and strong promoter alignment

10.2 Strategic Private Investments or PIPE Deals
PIPE (Private Investment in Public Equity):
e Structured investments in listed developers at negotiated pricing
¢ Mayinclude preferential allotments, warrants, or convertible instruments
e Suited for large-ticket HNIs, family offices, and institutions
Private Developer Equity Rounds:
o Direct entry into project SPVs or corporate holding entities

¢ Return structure can be linked to sales milestone, profitability, or exit multiples
o Can be equity, quasi-equity, or structured as convertible debt
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10.3 Exposure to Pipeline of Projects and Group Reputation

Equity investment gives investors indirect exposure to:

e« Multiple projects and revenue streams

¢ Premium land banks or JDA-based developments
e Brand strength and customer demand

¢ Pipeline visibility for 3-5 years

/\ Caution: Diversification across projects does not eliminate group-level risks like
promoter dependency, corporate governance, or financial leverage.

10.4 Key Risks in Developer Equity

| Risk ” Mitigation Strategy

Negotiate board observer role or reserved matters

Lack of control or voting rights
clause

Delayed projects or regulatory

hurdles Invest in RERA-registered, debt-light developers

Profit leakage or poor governance HPreference shares, escrow-linked cash flow rights

Structured exit clauses, put options, or buyback
covenants

Exit delays

10.5 Entry Channels for HNIs and Family Offices

a) Portfolio Management Services (PMS):

Select PMS providers offer focused real estate equity portfolios with multi-cap and
sector-specific strategies.

b) Alternate Investment Funds (AlFs — Category Il):

Private pooled investment vehicles that participate in equity or quasi-equity of
developers or SPVs. Offers diversification and professional management.

c) Direct Private Placement or JV:

HNIs can invest directly in project-level SPVs through family office arrangements, often
in partnership with developers.

d) Developer-Sponsored Structures:
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Tiered equity models where the investor joins as co-promoter in land aggregation or pre-
launch financing stages.

10.6 Real Examples of Listed Developer Equity Patterns

| Developer H Strategy H HNIs/Institutional Participation
Macrotech Scale + affordable housing + Global PE funds, sovereign wealth
(Lodha) international projects funds (SWFs)

Godrej Asset-light JV-led growth in High Fll interest, strong governance
Properties metros brand

Luxury and commercial segment|Focused book, long-hold investor

Oberoi Realty in MMR base

Often seen as REIT proxy; stable
dividend investors

Phoenix Mills |Retail-focused, rentalyield play

10.7 Ideal Investor Profile
Suitable For:

¢ HNIs with long-term holding capacity and risk appetite
¢ Family offices seeking alpha beyond rental yields
¢ Investors with access to strategic deal origination or syndication

Avoid if:

¢ Immediate income or liquidity is a primary concern
¢ Investor lacks legal support for deal structuring and governance review

10.8 Structuring Considerations

e Shareholder Agreements: Voting rights, reserved matters, dividend policy
o Exit Strategy: IPO, developer buyback, drag-along or tag-along rights

¢ Waterfall Arrangements: Clear profit-sharing and milestone-linked returns
e Governance Rights: Right to appoint observer or auditor access

¢ TaxPlanning: LTCG vs STCG, dividend taxation, TDS on profit repatriation

10.9 Returns Outlook

Investment Route Return Expectation Typ!cal
Horizon
. . 10%-15% CAGR (including
Listed Equit 1-
isted Equity dividends) 3years
Unlisted Project Equity 18%-24% IRR (with exit structuring) |3-5years
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. Typical
Investment Route Return Expectation .
Horizon
PIPE or Structured Deals H1 5%-20% IRR (post-tax) H2—4 years
Devel Co-l t t ) .
eveloperLo-investmen 20%+ IRR with development upside ||4-6 years
SPVs
Conclusion

Equity investmentin real estate developers can unlock superior returns when structured
appropriately. It is not a substitute for asset-backed real estate but a complementary
strategy for sophisticated HNIs and family offices with access to curated deals, legal
advisory, and patient capital. The key lies in structuring the deal to protect downside
while aligning with upside through milestones, governance, and exit rights.

In the next chapter, we explore Project Joint Ventures and Development SPV

Participation—a model where investors play the role of co-developer or capital partner
with tailored risk-reward structures.
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Chapter 11: Project Joint Ventures and Development
SPV Participation

Project-level joint ventures (JVs) and development SPV (Special Purpose Vehicle)
participation models offer HNIs and family offices a unique opportunity to play the role
of co-developer or strategic capital partner. Unlike passive investment, these structures
allow investors to participate in project profits, development margins, and sometimes
even branding decisions—while sharing development risks and responsibilities with an
experienced partner.

This chapter explores how JVs and SPVs are structured, what returns they offer, how risks

are mitigated, and when this model becomes a compelling alternative to traditional real
estate investments.

11.1 Structured Co-Investment with Developer
In a project JV or SPV model, the investor typically brings in:
e Capital (land cost, approval costs, working capital)
e Land (in case of landowners)
¢ Network or strategic value
The developer contributes:
¢ Brand and execution capability
¢ Development expertise
e Marketing and regulatory approvals
Co-investment models may involve:
¢ Profit share agreements

e Revenue share mechanisms
e Built-up area sharing

11.2 Revenue Share, Profit Share, or Built-Up Area Share

| Model H Structure

- - a0 -
Revenue Share Investor receives a fixed percentage (e.g., 20-30%) of project

revenue

Profit Share Net profit after expenses is split between investor and developer
(e.g., 40:60)

Built-Up Area Investor receives specific number of units or floors in the

Share completed project
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Each model carries a different cash flow profile, tax implication, and exit flexibility.
Choice depends onrisk appetite, tax planning, and liquidity preference.

11.3 When HNIs Play Developer Role

In certain JV structures, HNIs or family offices act as quasi-developers, often by:

e Contributing land or equity as majority partner
e« Appointing a development manager instead of equity sharing
¢ Taking execution oversight and retaining upside

Examples include:

¢ Landowners forming JV with boutique developers

o Family offices hiring PMC (Project Management Consultants) and creating their
own brand

¢ Investors structuring boutique redevelopment in premium urban zones

11.4 Need for Legal Structuring, Escrow, and Governance

Given the complexity and long gestation of real estate development, robust structuring
is non-negotiable. Key elements include:

e SPVIncorporation: LLP or Private Limited Company for project-specific
operations

e Joint Development Agreement (JDA): Landowners and developers define
scope, profit/revenue share

¢ Shareholders Agreement (SHA): Capital contributors, voting rights, decision
thresholds

¢ Escrow Mechanism: To control cash flow, vendor payments, and promoter
withdrawals

¢ Reserved Matters: Investor veto on critical items like additional borrowing, land
disposal, contractor appointment

11.5 Developer Track Record and RERA Compliance
Due diligence on the developer must include:

e RERAregistration and past delivery record

¢ Project-wise track record on delivery, quality, customer satisfaction
e Litigation history and default status

e« Financial leverage and group debt

¢ Subcontractor ecosystem (architects, contractors, consultants)
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RERA Advantages:

¢ Mandates promoter disclosure, project timelines, financial updates
¢ Ensures accountability to end customers
¢ Protectsinvestorinterests if structured as co-promoter or co-developer

11.6 Case Study: JV Model in Navi Mumbai Project

Investor Role:

HNIs acquired strategically located land parcel near Belapur, structured JV with mid-
sized developer.

Structure Highlights:
¢ Land broughtin by investor group (50% equity stake)
e Developer brought in execution and marketing capabilities
e Profit share structured at 60:40 in favor of investor
e Escrow-managed inflows and monthly MIS reporting

Outcome:

¢ Project sold out within 3 years
¢ Investor IRR: ~22% over 4.5 years
¢ Investorretained 2 floors as inventory for lease

11.7 Key Risks and Their Mitigation

51

| Risk H Mitigation Strategy

Construction delays or cost

Fixed-price contractor agreements + PMC oversight
overruns

Pre-sales milestone-based drawdown; phased

Sales slowdown .
construction

Regulatory delays (approvals, |Work only with approved/zoned plots and

RERA) experienced developers
. Investor approval rights and financial MIS
Developer mismanagement
transparency
Exit blockage due to unsold Defined exit triggers or inventory allocation as
inventory backup

11.8 Ideal Investor Profile
Suitable For:

¢ Investors with X5 Cr+ deployable capital
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¢ Those with medium- to long-term horizon (4-7 years)
¢ HNiIsinterested in high IRR and control rights
¢ Family offices exploring legacy land monetization or JV development

Not Suitable For:

e Investors seeking regular rental yield or liquidity
¢ Passive investors with no bandwidth for oversight

11.9 Returns and Timelines

| Model [ Typical IRR |Holding Period|
|Revenue Share H1 5%-18% H3—5 years ‘
|Profit Share JV 1189%-24% l4-6 years |
|Area Share (Sell Inventory)H20%+ (depending on exit pricing)H5—7 years ‘

Conclusion

Project-level JVs and SPV participations allow HNIs and family offices to go beyond
passive investing and become strategic stakeholders in real estate value creation. While
the risks are real, so is the potential for outsized returns—especially when backed by
rigorous structuring, legal protection, and developer alignment. For those with a vision
and the right advisory team, this is one of the most compelling strategies in modern real
estate investing.

The next chapter explores Land Aggregation via SPV (Land SPV Model)—a specialized

structure that enables early-stage entry into high-growth corridors through strategic land
consolidation.
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Chapter 12: Land Aggregation via SPV (Land SPV
Model)

Among all real estate investment strategies, land aggregation through a Special Purpose
Vehicle (SPV) remains one of the most potent tools for generating alpha returns. It allows
HNIs and family offices to participate at the earliest phase of real estate value creation—
acquiring fragmented land parcels, consolidating them under a structured entity, and
unlocking value through strategic monetization. This approach enables high capital
appreciation, multiple exit options, and tailored governance—all while insulating the
investor from individual title and zoning risks.

This chapter unpacks the concept, mechanics, advantages, and key considerations of
the Land SPV model.

12.1 Whatis a Land SPV?

A Land SPV is a legal entity (typically a private limited company or LLP) created for the
sole purpose of acquiring, holding, managing, and monetizing land parcels. It
consolidates fragmented holdings into a single vehicle, thereby providing:

e Clean ownership title across multiple plots

¢ Taxand legal efficiency

¢ Flexible structuring for exits and joint development
e Governance transparency for multiple investors

12.2 Why it Offers the Highest Alpha: Early-Stage Entry

o Entry at Base Value: Land SPVs invest before infrastructure, zoning change, or
market speculation drives prices up

e Zoning and Planning Upside: Value increases significantly when land is
converted from agricultural to residential, commercial, or industrial

o Strategic Flexibility: SPV can sell, lease, or partner with developers for built-up
area or profit/revenue share

e Controlled Supply: Aggregation enables participation in large projects that
attract institutional capital or REITs

12.3 Life Cycle of a Land SPV Investment

| Stage H Key Actions

Select micro-market based on infrastructure pipeline, master

1. ldentification plan, FSI norms

Acquire multiple contiguous parcels with clean title and zoning

2.A ti .
ggregation clarity
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| Stage H Key Actions

3. Consolidation in

SPV Transfer titles into SPV (via purchase or JDA) to achieve scale

Secure conversion approvals, road access, utilities, layout

4.Value Addition .
planning

Sale to developer, JV for development, or lease to

5. Monetization S .
warehousing/industrial

12.4 Investor Protections, Returns, and Flexibility
Investor Protections:

e Shareholder agreements with voting thresholds

e Exit clauses and liquidation preferences

e Escrow-controlled capital deployment

¢« Independent title diligence before each acquisition

Returns Potential:

o TargetIRR: 18%-24%+
e Capital Multiplier: 2x-4x over 4-7 years depending on micro-market
¢ Risk-Adjusted Alpha: High due to early entry and optionality

Flexibility:

e Investor can choose between:
o Cash Exit at the time of asset monetization
o Inventory Exit by receiving built-up units or floors in future development
o Equity Swap into developer SPV or platform

12.5 Option of Cash Exit vs Inventory Exit

| Exit Mode H When to Choose H Benefits
Cash Exit When liquidity !Sa priority or assetis ||Clear capltalgaln, minimal
being sold outright complexity
When investor wants to retain .
Inventory . Long-term asset holding, rental
. developed asset (e.g., office floors, . e
Exit flats) income, tax optimization
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12.6 Ideal for Patient, Strategic Investors

Land SPVs are not suited for short-term traders or yield seekers. They require:

¢ Patience to hold land through policy cycles and development phases
e Risk appetite for zoning delays and infrastructure execution gaps

¢ Ability to deploy X5 Cr+ in capital across fragmented parcels

o Accessto expert advisors for due diligence, structuring, and approvals

Investor Profile Fit:

¢ HNIs seeking high-growth, low-volatility exposure
o Family offices aiming for intergenerational wealth creation
¢ Landowners looking to convert raw holdings into monetizable assets

12.7 Case Study: Land SPV Aggregation in GB Road, Thane

Location: GB Road, Thane West—fast-developing corridor with upcoming metro and
road widening

Investor Strategy:

e Formed SPV to acquire 9 contiguous plots (approx. 3.5 acres) from fragmented
owners

e Conducted zoning check under Thane Development Plan and obtained NA
approval

e Structured 60:40 JV with a mid-sized developer post-aggregation

e SPVretained 40% share in built-up area + monetized road-facing FSI separately

Returns Outcome:

e Landvalue appreciated 2.6x in 5 years
¢ Investor IRR: ~21%
o« Family retained 2 office floors in the final development for rental yield

12.8 Tax, Legal, and Structuring Considerations

e SPV Formation: Private Limited Company or LLP preferred for control and
compliance

e Capital Gains: LTCG tax applies on sale of land or shares

e Stamp Duty & Registration: Paid at time of initial acquisition by SPV

e GST: Not applicable on raw land sale; may apply on built-up asset transfers

e Holding Vehicle: Trust or family office entity can be used for succession
planning
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12.9 Key Factors for Successful Land SPV Execution

e Micro-Market Selection: Focus on zones under development (e.g., NAINA, DP
sanctioned belts, MIDC expansion areas)

e Legal Clarity: Only acquire clear title land with 30-year chain, mutation, and
7/12 records

e Aggregation Team: Land acquisition specialists, local negotiators, and legal
experts

e Capital Planning: Phased drawdowns based on acquisition, not upfront block
investment

e Exit Strategy: Defined monetization plan within 4-7 years

Conclusion

Land aggregation via SPV is a powerful investment strategy for HNIs and family offices
who seek early-stage entry into real estate’s value chain. It offers the highest potential
for capital appreciation with strategic flexibility and multiple exit options. However,
execution excellence, governance discipline, and patience are critical to unlocking its
full value.

In the next chapter, we shift focus to Structuring, Taxation, and Legal

Considerations—the backbone of any successful real estate investment, especially for
sophisticated capital.
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Chapter 13: Structuring, Taxation, and Legal
Considerations

Strategic real estate investing is not just about identifying high-potential assets—it is
equally about how the investment is structured, how tax implications are managed,
and how legal risks are mitigated. For HNIs and family offices, the failure to structure
investments optimally can lead to significant erosion of returns, succession issues, or
compliance challenges, particularly in high-value or cross-border transactions.

This chapter covers the key structuring vehicles, tax strategies, legal safeguards, and
regulatory considerations essential for sophisticated investors.

13.1 SPV vs LLP vs Trust Routes

| Entity Type H Use Case H Advantages H Limitations
. Separate legal
Private Limited | CCo. of Project entity, liability Tax on dividends, higher
specific investments, . .
SPV Vs, land agsregation protection, compliance
’ gereg auditability
LLP (Limited Suitable for small Pass-through Restricted foreign
Liability family investments or |[taxation, lower investment, public
Partnership) co-ownership compliance funding not allowed
Trust (Private or ||[Family estate Succession Complex
Investment planning, succession, ||benefits, ring- documentation,
Trust) multi-asset pooling |[fencing of assets regulatory ambiguity

@ Strategic Tip: Use SPV for land aggregation or JV investments, LLP for small co-
investments, and Trusts for intergenerational holding or NRI-focused structuring.

13.2 Taxation: Key Components and Planning
1. Stamp Duty

e Varies by state; typically 5%-7% of agreement value
e Concessions available for women buyers, trusts, or in agricultural zones

2. GST

« Not applicable on sale of completed property with Occupancy Certificate (OC)
o 5% without ITC on under-construction residential property

e 12% with ITC on commercial property

e Leaserentals (commercial): 18% GST applicable, with tenant liable to pay

¢ Land transactions (raw land): Not subject to GST
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3. TDS

e 1% TDS on purchase of property above 50 lakh (under Sec 194-IA)
e 10% TDS on rental income exceeding 2.4 lakh p.a. (Sec 194-1)

4. Capital Gains

Holding

Type Period Tax Rate Notes

Short-
<24

Term Slab Rate

. months
Gains
Long-Term ||> 24 12.5% without indexation or 20% with|[Exemptions available
Gains months indexation (subject to conditions) u/s 54, 54EC, 54F

5. Tax Planning Tools
¢ Holding through SPV enables better capital gains planning

o Use of section 54/54F for reinvestment to avoid tax
¢ Costsegregation (land vs construction) for depreciation or ITC optimization

13.3 Holding Period Optimization

The choice of holding period impacts both tax liability and return profile:
¢ Short-Term Flipping (0-2 years): Higher tax rate, but flexibility of cash exit
e Mid-Term Holding (3-5 years): Ideal for development-linked projects and JVs
¢ Long-Term Holding (5+ years): Best suited for land banking, rental assets, and

legacy creation

Q Tip: Always evaluate exit timing from a tax impact standpoint—exiting in 23 months
vs 25 months can create a 10%-15% difference in net returns.

13.4 Intergenerational Wealth Holding and Family Office
Structuring

HNIs and family offices often prefer real estate as a generational asset. Proper
structuring ensures continuity, control, and tax efficiency.

Strategies Include:

¢ Holding Company/Trust Structure: Parent entity holds real estate investments;
family members hold units/shares
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¢ Will and Succession Planning: Clearly defined inheritance of immovable
property, including valuation and division

¢ Use of Family Trusts: Avoid probate, reduce fragmentation, and consolidate
management

e Conversion to Yield Assets: For heirs uninterested in property management,
convert into leased assets or REIT portfolios

13.5 Regulatory Risk Mitigation
1. RERA Compliance

¢ Ensureinvestments are made only in RERA-registered projects
o Verify developer disclosures, timelines, and litigation history

2. Title and Encumbrance
¢ Obtain 30-year title search, mutation records, and revenue extracts (7/12, RTC,
etc.)
e Checkfor encumbrances, liens, and government notifications
3. Zoning and Development Control
e Confirm with development plan (DP) or regional plan (RP) for permissible use
¢ Avoidland with reservations, CRZ restrictions, forest classification, or NHAI
acquisition

4. Escrow and Cash Flow Governance

¢ ForJV and SPV structures, use third-party managed escrow accounts
¢ Linkdisbursements to milestones (approvals, construction, pre-sales)

13.6 Repatriation (for NRIs) and FEMA Implications

Repatriation Guidelines under FEMA:

¢ Two residential and one commercial property can be repatriated per financial
year from NRO

¢ Funds must be from inward remittance or NRE/FCNR account

¢ Sale proceeds must be credited to NRO account

e Form 15CA/15CB and CA certification required for remittance

Investment Restrictions:
¢ NRIs and OCls can invest in residential and commercial property

e Cannotinvestin agricultural land, plantation, or farmhouses (unless inherited)
e LLPs with NRI partners must follow FDI rules if capital is broughtin
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Conclusion

A well-structured real estate investment not only enhances returns but also protects
capital, ensures legal compliance, and facilitates long-term wealth preservation. For
HNIs and family offices, the difference between average and exceptional outcomes often
liesin the depth of legal diligence, tax foresight, and ownership structuring. As deal sizes
increase, so do the stakes—and only a strategic approach can future-proof your
portfolio.

In the next chapter, we explore Risk Management in Real Estate Investment, focusing
on how to mitigate downside and build resilience in a real estate portfolio.
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Chapter 14: Risk Management in Real Estate
Investment

Real estate, while often perceived as a tangible and secure asset class, is hot devoid of
risks. From regulatory shifts and market cycles to liquidity constraints and partner
defaults, real estate investments require active risk identification, assessment, and
mitigation. For HNIs and family offices deploying large capital, the cost of unmanaged
risk can be significant—affecting not just returns, but also capital preservation and
family legacy.

This chapter outlines the major categories of risks in real estate investments and
provides practical frameworks for their mitigation.

14.1 Market Cycle Risk
Nature of Risk:
Real estate operates in long, sometimes unpredictable, demand-supply cycles. Asset
values, leasing activity, and absorption rates are all influenced by macroeconomic
factors, interest rates, and regulatory changes.
Impact:
e Projectdelays and sluggish sales
¢ Rental stagnation or correction
¢ Declinein capital appreciation trajectory
Mitigation Strategies:
e Enter during the early stages of upcycle (e.g., pre-launch, land aggregation)
e Avoid overexposure to cyclical segments like speculative residential or luxury
retail

¢ Maintain dry powder (reserves) to average down or reinvest during downcycles
e Rely on demand-side indicators (pre-commitments, leasing trends)

14.2 Liquidity & Exit Risk

Nature of Risk:

Unlike listed securities, real estate transactions are illiquid and time-consuming. Exit
may take months—even years—depending on asset class, market sentiment, and

location.

Impact:
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e Cash flow disruption during urgent funding needs
e Forced sale at discounted value
¢ Difficulty in reallocating capital swiftly
Mitigation Strategies:
¢ Maintain a balanced portfolio with a portion in liquid vehicles (REITs, SM-REITs)
¢ Investvia SPVs with structured exit timelines or buyback clauses

¢ Avoid highly bespoke or location-sensitive assets with low resale demand
¢ Plan exits well in advance of life events or liquidity needs

14.3 Foreign Exchange Risk (for Cross-Border or NRI Investors)
Nature of Risk:

Currency volatility can erode repatriated returns when investing across jurisdictions or
remitting capital abroad.

Impact:

o USD/INR fluctuation affects real returns for NRls
e Hedging costs reduce net gains

Mitigation Strategies:
¢ Use local currency hedging (for large-ticket overseas investments)

¢ Match currency of investment and liabilities
e Use repatriation limits and staggered withdrawals to optimize timing

14.4 Location and Infrastructure Risk
Nature of Risk:
The performance of real estate assets is deeply tied to micro-market developments,
infrastructure implementation, and civic governance.
Impact:
e Delayinroad, metro, airport projects reduces value uplift
o Regulatory reclassification of zones or setbacks
¢ Negative perception due to traffic, pollution, or civic issues
Mitigation Strategies:
¢ Investin approved development plan zones with funded infrastructure

e Stay updated with government announcements, RERA plans, and project
tenders
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¢ Perform physical due diligence—access roads, drainage, utilities, etc.
e Prefer locations with multiple demand drivers (e.g., connectivity + education +
commerce)

14.5 Legal & Regulatory Risks

Nature of Risk:
Non-compliance with zoning, land titles, RERA guidelines, or tax regulations can lead to
delays, litigation, or asset lock-in.

Impact:

e Costoverruns due to legal delays
o Regulatory penalties or blacklisting
¢ Inability to sell or lease due to documentation issues

Mitigation Strategies:

e Conduct full legal title search and encumbrance certification

¢ Ensure RERAregistration and updated project status

e Hire experienced real estate legal advisors for documentation

¢ Include indemnity clauses in JDA/JV agreements

e Monitor GST, stamp duty, and capital gains updates periodically

14.6 Partner/Promoter Risks

Nature of Risk:
In JVs, SPVs, or equity deals, much depends on the execution capability and integrity of
the developer or partner.

Impact:

¢ Fund mismanagement
¢ Delaysin execution or delivery
¢ Misalignment of interests (e.g., promoter exits, debt piling)

Mitigation Strategies:

e Partner with reputed developers with transparent governance
¢ Include ‘reserved matters’ and decision veto rights in SHA

e Setup escrow accounts and milestone-based capital release
e Appoint board observers or periodic audit rights

o Exit option if promoter performance thresholds are breached
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14.7 Diversification as Protection

Diversification should be applied across multiple dimensions:

| Dimension H Example ‘
|Asset Class HOffice, Retail, Warehousing, Land, REITs ‘
|Geography HMumbai, Pune, Bangalore, GIFT City, Dubai ‘
|Investment StructureHDirect ownership, SPVs, REITs, JV, Debt ‘
|Tenancy Risk HMulti—tenant leasing vs. single-brand lease ‘
|Exit Strategy HPlanned resale, lease-to-hold, developer buyback‘

Strategic Allocation Tip:
Avoid deploying more than 20-25% of the total real estate portfolio into any one asset,
sub-market, or partner.

14.8 Importance of Due Diligence
Due Diligence Should Cover:

¢ Legal: Title chain, encumbrance, mutation, approvals

o Financial: Developer solvency, valuation reports, lease agreements

e Technical: Building plans, structural audit, layout approvals

¢ Commercial: Market comparables, ROl expectations, resale potential

Checklist Inclusions:

e RERA certificates

e Sanctioned building plans and OC/CC

e Encumbrance certificate

e Lease andrevenue modelterms

¢ Regulatory clearance letters (fire, environment, etc.)

Conclusion

Risk in real estate cannot be eliminated—but it can be managed, priced, and mitigated.
For HNIs and family offices, structured due diligence, asset diversification, and
alignment with trusted advisors are essential tools in safeguarding wealth and
compounding returns. Smart investors do not avoid risk—they anticipate and control it.

In the next chapter, we explore the Role of Strategic Advisors and Deal Curators, and
how expert intermediation adds value in complex real estate transactions.
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Chapter 15: Role of Strategic Advisors

High-value real estate investing is increasingly complex, multi-layered, and compliance-
driven. As stakes rise, HNIs and family offices need more than brokers—they require
strategic advisors and deal curators who offer expertise in legal structuring, financial
modeling, regulatory compliance, risk mitigation, and strategic alignment with long-term
investment goals.

This chapter highlights the difference between traditional intermediaries and strategic
advisors, outlines the value they bring, and shows when and how investors should
engage them.

15.1 Why Sophisticated Real Estate Investment Needs
Intermediaries

Traditional broking focuses on listing inventory and closing transactions. But for HNIs
and institutional investors, real estate investing is about capital deployment strategy,
portfolio fit, tax and legal structuring, and exit optimization.

As investments evolve into:

e SPV-based land banking

e Development JVs

¢ Pre-leased asset acquisition
¢ Platform-level participation
e Asset swaps and REIT exits

The need for a multi-disciplinary advisory approach becomes crucial.

15.2 Brokers vs Syndicators vs Strategic Advisors

| Role H Function H Best Use Case
Residential, retail, leasin
Broker Matches buyers and sellers; closes deals g
deals
. Pools capital from multiple investors; Fractional ownership,
Syndicator . .
structures co-investments boutique deals

End-to-end advisory: asset sourcing, due
diligence, structuring, compliance, and
execution

Strategic
Advisor

High-value, SPV-based, or
cross-border investments

Strategic Advisors bring in:
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¢ Multi-asset class knowledge

e Commercial, legal, tax, and regulatory expertise

¢ Custom structuring aligned to investor profiles

e Deep access to curated, off-market opportunities

15.3 Value Addition Through Diligence, Structuring, and
Compliance

| Function H Strategic Advisor’s Contribution

Access to vetted, pre-diligenced opportunities aligned to investor

Asset Sourcing | . .
criteria

Legal (title, RERA, encumbrances), technical, financial, and market
benchmarking

SPVs, JVs, LLPs, Trusts, REIT models; tailored to tax and control
preferences

Due Diligence

Structuring

|Tax Planning HGST, capital gains, income tax optimization, TDS planning ‘
|DocumentationHSHA, JDA, Lease Deeds, Term Sheets, Escrow Agreements ‘

Governance rights, promoter protection clauses, diversified deal

Risk Mitigation .
structuring

Structured exits, built-in IRR thresholds, exit covenants, and

Exit Strategy timelines

15.4 Strategic Advisors vs Asset Managers

| Strategic Advisor H Asset Manager ‘

|Engaged before the deal HEngaged after asset acquisition ‘

|Focuses on sourcing, structuring, entryHFocuses on operations, leasing, and yield‘

|Often fee-based or success-based HOften salary or percentage of asset value ‘

|Supports multi-asset decision making HUsually focused on 1-2 assets ‘

Insight: Some family offices retain dual engagement—one for acquisition strategy, and
another for ongoing asset management.

15.5 When and How to Engage a Family Office Consultant or
Curator

Situations That Require Professional Advisory:
¢ Investing X5 Cr or more in a single asset or structure

e Structuring SPV or JV deals with developers
o Cross-border real estate transactions (e.g., Dubai, Singapore, UK)
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e Setting up a legacy or multi-generational family office

e Land aggregation with title and zoning risk

¢ Redevelopment or strata asset consolidation projects

e Planning asset swaps, estate equalization, or tax-free exits

Engagement Models:

¢ Retainer + Success Fee: Ensures strategic commitment + performance linkage

e Project-Based Advisory: For a specific deal or structuring mandate

¢ Co-Investment Platforms: Advisors may bring investor syndicates for collective
entry

¢ Mandated Deal Execution: End-to-end execution with exclusivity and
confidentiality

15.6 Characteristics of a Good Strategic Advisor

¢ Deep understanding of asset classes and market cycles

¢ Proven track record of high-value transactions

e« Multi-disciplinary network: legal, tax, technical, financial

e Client-first approach with conflict-of-interest safeguards

o Capability to manage cross-jurisdictional issues (for NRIs/foreign investors)
e Ability to foresee regulatory and structural implications

15.7 Family Office Advisory: Beyond Real Estate
For holistic wealth management, strategic real estate advisors also work alongside:

e Private Bankers (for liquidity and capital allocation)

e Chartered Accountants and Tax Lawyers (for structuring and compliance)

¢ Wealth Managers and Succession Planners (for intergenerational planning)
o Estate Planners and Trustees (for long-term ownership solutions)

This interdisciplinary approach ensures that real estate is integrated, not isolated,
from the investor's total wealth strategy.

Conclusion

In an age where wealth is managed with the same discipline as institutional portfolios,
real estate investing must move beyond fragmented execution. Strategic advisors and
deal curators are no longer optional—they are essential partners in navigating high-
stakes, high-value investments. For HNIs and family offices, their role is not just to close
deals—but to protect vision, preserve capital, and unlock alpha.

Strategic Real Estate Investing — An Essential Guide for HNIs and Family Offices



LEXBRIDGE 68

REALTY
In the next chapter, we will look at Portfolio Construction for Family Offices and

HNIs—an actionable blueprint for real estate allocation across asset classes, risk levels,
and investment timelines.
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Chapter 16: Portfolio Construction for Family
Offices and HNIs

Strategic portfolio construction is the cornerstone of long-term wealth preservation and
growth. For HNIs and family offices, real estate should not be viewed as a collection of
isolated transactions, but rather as a curated portfolio—balanced across asset classes,
geographies, risk levels, and investment horizons.

This chapter presents a framework for constructing a diversified real estate portfolio
tailored to different investor profiles, risk appetites, liquidity needs, and generational
goals.

16.1 Asset Allocation Principles

Asset allocation refers to the distribution of investment capital across various real
estate segments and structures to balance returns, liquidity, and risk.

Key Principles:

¢ Diversification: Avoid overexposure to one asset class or micro-market

e Cash Flowvs Appreciation Balance: Blend rental-yielding assets with long-
horizon capital growth assets

¢ Risk-Return Matching: Align investment types with risk appetite and liquidity
needs

e Time Horizon Planning: Mix short-term exits (flips, REITs) with long-term holds
(land, development JVs)

¢ Taxand Legal Optimization: Choose structures (LLP, SPV, Trust) that preserve
net returns and simplify succession

16.2 Cash Flow vs Capital Appreciation Balance

| Investor Goal H Suggested Asset Focus ‘
|Stable Cash Flow HPre-leased offices, warehousing, REITs, SM-REITs ‘
High Capital Land SPVs, under-construction block deals, JVs, developer
Appreciation equity

|Balanced Approach HMix of leased commercial, residential block deals, REITs |

@ Strategic Note: A 60:40 / 50:50 / 40:60 split between income-generating and
appreciation-focused assets works well for most family offices.
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16.3 Geography Diversification

Geographic allocation protects against regulatory, political, and demand-side
concentration risk.

Recommended Approach:

e Core Markets (Tier 1 Cities): 50-60% (Mumbai, NCR, Bangalore)

e Emerging Hubs (Tier 2 Cities & MMR peripheries): 20-25% (Thane, Navi
Mumbai, Pune, Ahmedabad)

e Strategic Land Corridors: 10-15% (Karjat, Alibaug, Palghar, NAINA, industrial
belts)

¢ International Allocation: 5-10% (Dubai, UK, Singapore) — for NRIs or global
exposure

16.4 Planning for Liquidity Events and Succession
Family offices should plan for:

o Planned Liquidity Events: Education, business funding, philanthropic

endowments

¢ Unplanned Events: Health, emergencies, or geopolitical shifts

e Generational Succession: Dividingilliquid property across family members
Tools for Planning:

¢ Holding company or Trust structure

e Periodic REIT liquidation as “cash reserve”

¢ Inventory exit option from SPVs
¢ Property allocation via will and family constitution

16.5 Sample Portfolio Illustrations

Portfolio A: 10 Crore Deployment — Conservative Investor (Yield Focus)

Asset Class HAllocationH Remarks
Pre‘—leased Commercial ¥3.5Cr Mumbai or Pune, 7-8% net yield
Office
Industrial Warehouse 32 Cr 9-year lease in Bhiwandi/Chakan
Lease
ISM-REIT / Public REIT Units [R2Cr ~ [Quarterly income, liquidity buffer
I(DT[E:?:) Residential Land 1.5Cr Long-term growth, future JV potential
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| Asset Class HAllocationH Remarks

Professional Advisory 21 Cr Legal, tax, deal structuring, DD, buffer for
Reserve opportunities

Portfolio B: ¥25 Crore Deployment — Balanced Strategy

| Asset Class HAllocationH Remarks l
|Pre-leased Office + Retail Assets H%B Cr ”Diversified yield play ‘
Residential Block Deal (under 25 Cr Mumbai or NCR micro-market; capital
construction) appreciation play
Land Aggregation SPV 24 Cr ﬁl’;rﬂf&%lc corridor (Panvel, Alibaug,
Mid-si L ith exit pl ithi
Developer Equity (Unlisted) 23 Cr id-sized developer with exit plan within
5years
SM-REIT + InvIT [R2Cr  |Yield with exit flexibility
Strategic Reserve 23 Cr Opportunlstlc buys, bridge loans, or
entry into new SPV

Portfolio C: 50 Crore Deployment — Growth-Oriented Family Office

Asset Class HAllocationH Remarks

Built-up area/revenue share with

JV Development Participation 15Cr reputable developer

Land Aggregation SPV (Early Focus on value unlocking via zoning and

310 Cr

Stage) infrastructure

Pre-leased Grade A Commercial 10 Cr Long-term rental yield (6—-7%)

Asset

[SM-REIT + Listed REITs [R5Cr  |Blend of income and liquidity

Overseas Real Estate . e .
(Dubai/London) I5Cr Currency diversification + lifestyle asset
Family Office Operating Costs + 25 Cr Governance, legal, tax, research, deal
Reserve sourcing

Conclusion

Real estate portfolios for HNIs and family offices must be engineered—not accumulated.
A well-constructed portfolio blends risk and reward, growth and stability, control and
liguidity. It adapts to family values, business priorities, and legacy goals. Strategic
allocation backed by expert advisory is the difference between owning property and
building enduring wealth.
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In the next chapter, we will look at Real Estate Due Diligence—an actionable blueprint

for real estate due diligence review for various class of assets. The chapter will be
followed by annexures for Due Diligence Checklist and Investment Evaluation Checklist.
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Chapter 17: Real Estate Due Diligence

In the world of strategic real estate investing, due diligence is not a checklist—it is a
discipline. Checklistis merely a tool! While real estate remains a tangible and promising
asset class, the potential risks arising from title defects, regulatory non-compliance,
zoning violations, or promoter issues can severely compromise investor capital. For
HNIs and family offices deploying large sums into land, buildings, SPVs, or REITs,
diligent pre-investment evaluation is a non-negotiable safeguard.

This chapter outlines the key dimensions of real estate due diligence across legal,
technical, financial, regulatory, and promoter-related domains—providing a structured
framework for risk identification and mitigation.

17.1 Legal Due Diligence

Legal due diligence is the foundation of real estate verification. It focuses on
ownership, transferability, encumbrances, and regulatory compliance of land and
built assets.

Key Checks:

e Title Chain Verification: Minimum 30-year chain of ownership documents

¢ Encumbrance Certificate: Confirms no mortgage, lien, or legal dispute on the
property

¢ Mutation and Land Records: Latest 7/12 extract, Record of Rights, mutation
entries

e Zoning & Land Use Compliance: Verification under Development Plan (DP) or
Town Planning scheme

¢ Reservation Checks: Ensure the land is not marked for roads, green zones,
CRZ, forest land, or government acquisition

e NA Order: For converted agricultural land (Non-Agricultural use certificate)

¢ Pending Litigation: Civil, criminal, consumer, or regulatory litigation affecting
the property

¢ Construction Approvals: Intimation of Disapproval (IOD), Commencement
Certificate, approved plans, RERA registration etc. Completion Certificate and
Occupation Certificate in case of ready to move property.

¢ No Lien from Lender: No Lien certificate issued by the Lender who have
financed the project

For SPVs:
e Checkshareholder agreements, escrow arrangements, and shareholding

control
e Review MoA, AoA, and resolution powers of directors
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17.2 Technical Due Diligence

This relates to physical inspection, construction status, plan sanctions, and
compliance.

For Built Assets:

e Building Plan Sanctions from local authorities

¢ Commencement Certificate (CC) and Occupancy Certificate (OC)
¢ Environmental Clearance (EC) if applicable

e Fire NOC and structural stability certification

e Verification of carpet area vs super built-up vs RERA disclosures

¢ Common arearights and access roads

e Quality of construction, finishing, MEP services

For Land Parcels:

¢ Site boundary measurement and demarcation

¢ Roadaccess and frontage

¢ Soil quality, topography, and encroachment inspection

e FSI/FAR potential and development norms under DCPR or equivalent
regulations

17.3 Financial and Tax Due Diligence
Key Points:

e Stamp Duty Records: Check for undervaluation or under-stamped instruments

¢ TDS Compliance: Seller’s adherence to Sec 194-IA/ 194-1 deductions

e GST Applicability: On under-construction property or lease transactions

¢ Property Tax Records: Ensure latest dues are paid

¢ RentalIncome Validity (Pre-leased Assets): Review lease agreements, rent
escalation terms, and security deposits

e Capital Gains Impact: On both purchase and exit, including indexation benefits

o FEMA and NRI Compliance: For cross-border transactions

17.4 Regulatory Due Diligence (RERA and Others)
For RERA-Compliant Projects:

o RERA-registration and disclosure status

e Construction timeline and delay history

¢ Quarterly updates filed on the state RERA portal

¢ Promoter history and complaint redressal status

¢ RERA-formatted sale agreement and payment plan
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Other Regulatory Checks:

DP reservations and infrastructure impact

SEBI regulations (for REITs / AIFs)

MIDC or NAINA approvals (for industrial land)

State-specific land ceiling laws or tribal land restrictions (e.g., Section 36 A of
Maharashtra Land Revenue Code)

17.5 Promoter / Developer Due Diligence
Especially important in block deals, SPV investments, or JVs.
Checklist:

Past project delivery record

Financial strength and debt exposure

Pending litigations or insolvency risk

Governance and transparency practices

Track record with pastinvestors and landowners
RERA compliance record and consumer satisfaction

17.6 Documentation Review and Verification

Ensure the following are reviewed by an experienced legal advisor:

| Document H Purpose ‘

|Sale Deed / Conveyance Deed

HConfirms title ownership

Agreement for Sale

Records terms, payment schedule, and area
sold

|Lease Agreement (Pre-leased Assets)

HVerifies tenancy, lock-in, escalation clauses

|Power of Attorney (if any)

HLegitimizes agent’s authority

IRERA Registration Certificate

HRegulatory compliance proof

|Building Sanction / OC / CC

HConstruction legality and habitability

|Shareholder Agreement (SPVs)

“Defines investor rights and exit controls

|
|
|
|
|

No Lien form Lender

For ensuring that the project lender (Bank /
Financial Institution / NBFC do not have any
lien/ mortgage on the purchased property.

17.7 Use of Professional Advisors

Always engage a multi-disciplinary team for deals above X5 crore:
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« Real Estate Lawyer: Title, regulatory, and documentation review

e Chartered Accountant: Tax optimization and compliance review

« Engineer/ Architect: Technical and plan approval verification

¢ Investment Advisor/ Deal Curator: For financial modeling and risk-return
alignment

e Valuer: Forindependent market valuation and benchmarking

17.8 Red Flags That Warrant Caution

¢ Incomplete title chain or unregistered sale deeds

¢ “No OC” buildings or irregular construction

o Developer with history of RERA complaints or delays

¢ Unclear zoning or reservation risk

o Seller avoiding tax deduction or undervaluation of agreement

e Pre-leased assets with unverifiable tenants or verbal lease terms
o Aggressive return promises without documentation

Conclusion

Due diligence is not just a legal formality—it’s an investment defense mechanism. For
HNIs and family offices, where real estate decisions often run into tens of crores, proper
due diligence protects both capital and peace of mind. Whether you are buying a pre-
leased office, investing in a land SPV, or co-developing a residential tower, conduct
diligence with the same discipline as any institutional investor.

With this, we conclude the core chapters of this guide. The annexures that follow will
provide supporting tools, templates, and checklists to help you translate strategy into

action.

Strategic real estate begins with strategic risk elimination.
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Annexure-1: Property Due Diligence Checklist

To be reviewed before investing in or acquiring any real estate asset in India

1. Title and Ownership Verification

¢ [ Chain of title documents for minimum last 30 years

¢ [1Registered sale deed / conveyance deed in favor of seller

e [lLatest 7/12 extract or Record of Rights (RoR)

e []Mutation entries in revenue records

e [1Search report and title certificate from qualified real estate lawyer
¢ [1Possession certificate or declaration by seller

e [1Power of Attorney (if seller is not original owner)

2. Encumbrance and Lien Checks

o [ Encumbrance Certificate (Form 15/ 16) from sub-registrar office

e [1No dues certificate from bank or financial institution (if mortgaged)

o [dLitigation search (civil, land tribunal, NCLT, or revenue authorities)

e [ Public notice issued for claimants before purchase (optional but
recommended)

3. Land Use and Zoning Compliance

o [Land classification: Residential / Commercial / Industrial / Agricultural

e [ Conversion approval (NA order) if converted from agricultural land

e [1DPremarks or zoning certificate from municipal authority or planning
department

o [1Reserved status check (e.g., CRZ, forest land, green zone, road widening)

e [ Plot part of sanctioned layout or TP scheme (as applicable)

4. Development Approvals
(Applicable for constructed or under-construction properties)

e [1Building Plan Sanction letter from competent authority

¢ [1Commencement Certificate (CC)

¢ [ Occupancy Certificate (OC) / Completion Certificate (CC)
e [IFire NOC and Building Stability Certificate

o []Lift, electricity, water, and drainage approvals
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¢ [1Environmental clearance (if applicable)

e [lIntimation of Disapproval (IOD) and building completion certificate (BCC) for
Mumbai properties

e [ITDR or FSl usage summary (with balance FSI report, if relevant)

5. RERA Compliance (for under-construction or recent projects)

e [1RERAregistration number

¢ [1RERA project page with disclosures, timeline, financial updates
e [JAllotment letter format and agreement for sale format

¢ [ Promoter litigation and default history

e [JCarpet area and loading calculation as per RERA standards

6. Tax and Statutory Dues

e [ Property tax paid receipts (last 3 years minimum)

e [1Municipal water & sewerage bill clearance

e [l Electricity bill clearance

e [1Society maintenance dues (for resale units)

e [ GST implications (under-construction or commercial)
e [Stamp duty history (check undervaluation risk)

7. Possession and Physical Inspection

¢ [ Physicalsite inspection for boundary, access, encroachments
e [1Survey and demarcation plan

¢ [Independentvaluation report from registered valuer

o [1Geo-tagging/ location verification using satellite tools

¢ [lInspection of floor plans, layout plan, and common amenities
e [JCarpet area measurementvs brochure/agreement

8. Lease / Rental Verification (For Pre-Leased Assets)

e [JRegistered Lease Agreement with current tenant

¢ [1Rental deposit clause and lock-in period

e [lEscalation clause (e.g., 5% p.a. or 15% every 3 years)

e [1Outstanding dues or pending litigation with tenant

e [1Rental TDS deduction and compliance history

e [1CAM charges, maintenance contracts, property manager agreement
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9. SPV or Entity-Level Checks (if investing via company/LLP)

e [JCertificate of Incorporation, PAN, and GST registration of entity

o [dShareholding pattern and director KYC

¢ [OROCfilings (Form DIR-3, INC-22, MGT-7, AOC-4, etc.)

e [1Shareholders Agreement (SHA), JDA or JV agreement if applicable
e [1Escrow account details and bank mandates

o [ FEMA/FDI compliance (if NRI/foreign partner involved)

10. Suggested Legal Documents to Review or Prepare

e [ITitle certificate

e [Draft sale deed

e [JAgreementto sell (ATS)

¢ [1Power of attorney (if applicable)

e [JIndemnity and disclosure from seller

e [ Public notice draft (optional)

e [1Escrow agreement and payment schedule
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Annexure-2: Developer Due Diligence Checklist

To be conducted before investing with or partnering a real estate developer

1. Basic Corporate Information

e [JLegalname of developer/ entity / group

e [ Type of entity (Pvt Ltd / LLP / Partnership / Public Ltd)
e [JCIN/LLPIN and PAN details

¢ [ Registered office address and corporate profile

e [1Names and KYC of directors / partners / promoters

e [ Group company structure and related entities

2. Track Record and Execution History

e [dTotal number of projects completed (with location, typology, size)
e [Totalsq. ft. delivered in last 10 years

e [1Pastdelivery timelines vs actual completion

e [Presencein RERA, CREDAI, NAREDCO, or other associations

e [1Projects under litigation, NPA, or consumer disputes

¢ [ Any history of blacklisting, insolvency, or restructuring

3. Financial Health and Solvency

e [JAudited financials for the last 3 years

e [INetworth and debt-equity ratio

o [ Details of existing debt / lender exposure

¢ [1Borrowing capacity and banking relationships

o [1Receivables from ongoing projects (cash flow position)

¢ [ Fund utilization pattern and capital discipline in past JVs

4. Regulatory and Statutory Compliance

¢ [1RERATegistration numbers for all ongoing projects

e [ITimely RERA updates and quarterly filings

e [ Status of building approvals (CC, OC, IOD, BCC, Fire NOC, etc.)
e [Income tax, GST, PF/ESIC compliance (if applicable)

e [JEPFO/TRACES/ROC filing verification

e [Labourlaw and construction worker safety compliance
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5. Legal Risk and Litigation History

e [JListof pending civil, criminal, and NCLT/NCLAT cases

e [10ngoing consumer complaints (NCDRC, RERA Authority)
¢ [Land ownership disputes or stay orders on development
e [1Arbitration history with past partners or vendors

o [ Government or statutory penalties (SEBI, ED, RERA, etc.)

6. Operational Capability and Team Strength

o [lInternal team size (architecture, construction, legal, sales, finance)
e [JEPC orgeneral contractors used for execution

o [1Consultants: architects, structural engineers, MEP vendors

¢ [ Quality control systems and PMC engagement (if any)

e [In-house vs outsourced construction model

7. Partner and Investor History

e [1PastJV/IDA partners (landowners, investors)

¢ [ Treatment of partner interests in past deals (returns, delays, disputes)
¢ [IIRR achieved in previous investor-funded projects

¢ [1Presence of private equity, family office, or institutional investors

¢ [1Reference checks from 2-3 past partners (optional but recommended)

8. Transparency and Governance Standards

¢ [Auvailability of MIS systems, investor dashboards, or escrow tracking
o [1Project-wise reporting and cash flow statements

e [lInternal audit or third-party financial review practices

e [ Statutory auditor name and reports (to check qualifications or notes)
e [Exit protocols and governance rights offered to partners

9. Soft Factors — Reputation and Market Standing

¢ [Brand perception among buyers, brokers, and channel partners

¢ [1Quality of construction in past completed projects

o [1Delivery experience (possession handling, documentation, after-sales)
o« [Digital presence, social media reviews, and awards (if any)

e [ CSR activity or ESG practices (if relevant to family office mandates)
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10. Documents to Review

e [1Corporate profile / investor deck

e [JAudited financial statements and CA-certified net worth

e [1RERA certificates and project updates

e [Developer PAN, GSTIN, and incorporation certificates

¢ [Land documents for proposed project (title deed, 7/12, etc.)

e [1Joint Development Agreement / Shareholders Agreement drafts (if any)
e [1Escrow account details (for project funding)

Red Flags to Investigate Further

e A\ Repeated project delays or stalled developments

e« A Undisclosed related-party transactions

e AllInconsistent financials or rapid debt accumulation

e A\ High litigation exposure or consumer forum penalties

e A\ No past investor references or unwillingness to share details
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Annexure-3: Land SPV Due Diligence Checklist

To be used before investing in or acquiring interest in a Land Aggregation SPV

1. SPV Corporate and Legal Structure

e [JCertificate of Incorporation of the SPV (Pvt Ltd / LLP)

e [ Memorandum & Articles of Association / LLP Agreement

e [1Shareholding pattern and cap table

e [1Names and KYC of directors / designated partners

e [IPAN, TAN, and GST registration of the SPV

e [ Resolution authorizing land acquisitions and contracts

e [1Registered address and ROC filings compliance (DIR-3, INC-22, AOC-4, MGT-
7, etc.)

2. Land Portfolio Due Diligence (Held or Proposed to be Acquired)
For each land parcel held or planned to be acquired by the SPV:

e [ITitle deed (registered sale deed or conveyance deed)

e [130-yeartitle search and legal opinion from a real estate lawyer

e [lLatest 7/12 extract/ Record of Rights (RoR)

e [ Mutation entries and map verification

¢ [INA order (conversion from agricultural to non-agricultural, if applicable)
e [1Zoning and land use confirmation under local Development Plan (DP)
¢ [1Reservation status (e.g., CRZ, green zone, forest, NAINA reservation)
¢ [Land measurement and demarcation by surveyor

e [ Public notice or disclosure issued (optional but preferred)

¢ [1Encumbrance certificate from sub-registrar office

¢ [INo dues certificate from landowner (if acquisition under progress)

3. Financial and Capital Structure

e [1Authorized and paid-up capital

¢ [lInvestment and share subscription agreements (if external investors
onboarded)

¢ [1Bankaccount details and mode of payments to landowners

e [ Capital contributions made and pending

¢ [Valuation reports for land parcels acquired

o [JEscrow mechanism for managing investor funds and disbursements

o [OJAccounting books and audited financials (if SPV older than 1 year)
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4. Governance and Shareholder Rights

[0 Shareholders Agreement (SHA) or LLP agreement with key clauses:
o Reserved matters (land sale, JV entry, fund drawdown)
Voting thresholds and decision-making powers
Investor director or observer rights
Exit rights (cash vs inventory, buyback terms)
Tag-along/ drag-along rights
Pre-emptive rights or anti-dilution clauses
[ Independent valuation triggers and exit IRR thresholds
[0 Reporting framework (monthly MIS, land bank updates, regulatory filings)

O O O O O

5. Taxation and Regulatory Compliance

[1 GST registration and compliance (if applicable)

I Income tax return filings (latest year)

I TDS on land purchases properly deducted and deposited

[0 Stamp duty and registration payments verified

[0 Advance ruling or tax advisory on capital gains, if land is resold or JV is
proposed

[0 FEMA compliance if NRI/foreign investor is part of SPV

6. Land Aggregation Methodology

1 Aggregation strategy (direct purchase, JDA, GPA, leasehold conversion)
[0 Land acquisition team credentials (local negotiators, advisors)

1 Negotiated pricing vs circle rate vs market rate comparison

[1 Status of possession and boundary marking

1 Status of common infrastructure: road access, power, drainage

0 Encroachment risk or informal occupation

7. Exit and Monetization Strategy

[0 Intended monetization model:
o JV with developer
o Saletoinstitutional investor
o Leaseforindustrial/logistics
o Internal development and divestment
[0 Target timeline and IRR projections
[ Cash exit vs inventory exit options for investors
[J Pre-defined exit waterfall and liquidation preferences
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e [Legal mechanism for unit buyback, listing, or conversion into built-up property
SPV

8. Risk Assessment

¢ [ Marketability of land (location, demand, competition)

o [Infrastructure development dependency (e.g., metro, road, SEZ)

e [JZoning or reservation uncertainty

¢ [ Potential delays in aggregation or possession transfer

e [JRegulatory risks (DP plan revisions, acquisition under government schemes)
e [JAlignment among landowners, SPV promoter, and investors

9. Key Documents to Collect and Review

e [ITitle deeds and legal reports of each parcel
e [1Escrow agreement and payment ledger

e [IMOA/AOA or LLP agreement

e [OSHA/Investment agreement

e [IPAN, GST, TAN copies

¢ [1Bank statements and land payment records
e [1Site photos, location map, and survey plan
e [ Power of Attorney (if applicable)

Recommendation
Conduct the diligence in three phases:

1. Preliminary Scan - Legal status, title issues, market potential

2. Document Verification — All land, legal, tax, and SPV records

3. Promoter & Strategy Review — Capability, alignment, and track record
Engage a multidisciplinary team including:

¢ Real estate lawyer

e Chartered accountant / tax advisor

¢ Localtitle investigator
e Investment or fund structuring expert
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Annexure-4: Real Estate Investment Evaluation
Checklist

To assess strategic fit, financial viability, legal soundness, and execution risk before
committing capital

1. Strategic Alignment

¢ [1Doestheinvestment align with my overall portfolio objectives (yield, growth,
diversification)?

¢ [llIstheinvestment structure suited to my investor profile (active/passive,
control level, risk appetite)?

e [dlIsthetime horizon (e.g., 2, 5, or 10 years) aligned with my liquidity needs?

e [JWillthis assetimprove my portfolio balance (in terms of asset class,
geography, income type)?

e [Jlsitappropriate for my succession or legacy planning goals?

2. Asset Class Fit

o [Type of asset: Residential / Commercial / Retail / Warehousing / Land / REIT /
WV

o [Suitability for capital appreciation vs regular income

e [Yield benchmarks for this asset class in the given micro-market

¢ [Liquidity of the asset (resale demand, REIT listing, lease duration)

¢ [1Replacement cost and future relevance of the asset (e.g., obsolescence risk)

3. Location & Micro-Market Analysis

e [llsthe location infrastructure-rich and well-connected?

o [llIsthere a consistent demand driver (corporate hubs, highways, tourism,
industrial belt)?

e [JAre any infrastructure projects planned or under construction that could
impactvalue?

e [JArethere competing developments that could affect supply-demand balance?

¢ [1Hasthe area shown consistent price or rental growth?

4. Developer/Promoter Credentials (if applicable)

¢ [Proven track record and financial stability of the developer
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e [INumber of projects completed and average delivery timeline

o [1RERA compliance status and litigation history

¢ [ Professional project management and governance processes in place
e [lInvestor-friendliness in past JVs or partnerships

5. Legal and Regulatory Clearance

e [JClear and marketable title of the property

¢ [1RERATegistration (for under-construction projects)

e [Allnecessary local authority approvals (layout, CC, OC, fire, etc.)

e [1Zoning compliance and permitted usage

e [lLitigation-free status verified through legal due diligence

e [IDraft sale agreement /lease deed /JV term sheet available for review

6. Investment Structure and Control

e [Type of investment: Direct ownership /SPV/LLP /REIT/JV

e [lLegalrights andresponsibilities clearly defined

e [JGovernance provisions (e.g., board seat, veto rights, reserved matters)
o [1Voting thresholds and exit terms (buyback, IPO, inventory allocation)

¢ [ Control over cash flows (escrow, dividend policy, capital call terms)

7. Financial and ROl Analysis

¢ [Projected IRR, ROI, payback period, and sensitivity to delays or market
changes

¢ [IRentalyield (gross and net) forincome-generating assets

¢ [ Comparable sales/lease benchmarks in the area

o [ Capital appreciation drivers (zoning change, infra, supply tightening)

e [1Cost per sq.ft. vs fair market value

¢ [1Break-even occupancy or sales for project-based assets

8. Taxation and Cost Considerations

e [1Stamp duty and registration cost

e [1GST applicability (construction, commercial lease, inventory allocation)

e [dlncome taximpact (rentalincome, capital gains, dividend)

¢ [ Holding entity structure (Trust, SPV, LLP) optimized for tax and succession
e [1Repatriation and FEMA compliance (for NRl investors)
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9. Exit Strategy and Liquidity

o [Jlsthere a clearly defined exit path (sale, lease, REIT listing, JV monetization)?
¢ [Estimated exit timeline and trigger conditions

o [ Exit flexibility (cash exit, inventory exit, unit sale, equity swap)

e [1Buyback or minimum return guarantees (if applicable)

e [ Historical exit track record of promoter/advisor

e [dTaximplications at time of exit (short-term vs long-term gains)

10. Documentation and Transparency

¢ [ Detailed Information Memorandum / Investment Deck available

e [Legal DD report or opinion available

« [ Financial model with base, best, and worst-case scenarios

¢ [ Term sheet or offer letter with key commercial terms

e [1Advisor/curator engagement letter, fees, and reporting mechanism

Final Evaluation Summary (for Internal Use)

| Evaluation Factor H Rating (1-5) H Comments

|Strategic Alignment H ”

|Asset Quality & Location H ”

|Promoter/ Developer Track H H

Legal & Regulatory
Compliance

|Risk vs Return H ”

[Liquidity and Exit [ [

|Tax & Structuring Efficiency H ”

|Overall Attractiveness H ”
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