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and also the time frame
within which the payment
has to be dorie. In'the interest
of the buyer it should state

" thedamages the seller would

need to pay if the property is

i rnothanded to him within the

Property agents and
* legal experts
strongly advocate
that a buyer should
‘get all property
papers chacked and
transfer papers -
prepared by a lawyer

Arati Bhargava

! The most important fac-
; tor in the sale and purchase
of property is-to prepare
and execute correct legal
doc ts for the -
of ownership of the premis-
es. This is done mainly ei-
ther through a sale deed or
by a General Power of At-
torney (GPA) given by the
seller to the buyer giving
him full authority todeany-
3 thing relating to the proper-.
. Sty Engn selling it.

e

opted to do so. There are vari-
ous reasons for this. A major
one being the cumbersome
and time consuming proce-
dures which may well involve
harrowing visits to the con-
cerned department. Other
reasons can be disputed own-
ership or simply the “why-
bother’ or what. “difference
does it make when one has to
seil’ attitude of the property
owner. Leasehold properties
are sold through a GPA and in
this column I shall focus on
such property saies.

Noted Supreme Court ad-
vocate, Virendra Goswami
points out that transfer of
property by a GPA generally
involves executing three
documents. These are;

@ An Agreement to Sell

® The GPA and

o A will made by the sell-
er bequeathing the property
to the buyer.

He emphasises however
that before the buyer enters

into a sale agreement it is
vital that he checks out the
ownership documents as
also the chain of ownership
of theproperty Hecanaska
competent lawyer or a per-
son who has a sound knowl-
edge of property dociiments
to check cut the papers.-Not
only should the paperwork
be checked but also be tal-
lied with the records of the
land owning agency. This
may cost both- money and
time, but is well worth it for
only then can the buyer be
sure that the property pa-
pers are in the clear.
Oncethis is done the buy-
er and seller sign the Agree-
ment to Sell. This is done on
a Rs50 stamp paper. The doc-
ument should be -dﬁmg
before the concerned’ sub
registrar of the area, as un-
less it is registered a court
would not admit it should
there be a dispute later. It is
important to state clearly

stiputated time. Also in the
interest of the seller there
should be a clause stating
that if the buyer does not
pay the money within. time

forfeit the advance .money

given to the seller.
[t must be noted. that any

enue stamp affixed and the

. signature ison it.

The next important docu-
_thent is the GPA. This docu-

ment too should be registered

before the area sub registrar
Here too the buyer ought to
know that if the GPA is not
‘registered it .would not be
looked intoby a court should
there be a dispute later A
GPA would be valid if it is on
aRs50stamp paper. Virendra
Goswami cautions that the
GP4 should include an in-
demmnity bond clause . that
states that if there is a defect
in the titleand the buyer suf-
fers, the executor would be 1i-
able to pay the damages.
Since an indemnity bond is

made on aRs 100 stamp paper |

a GPA which carries an in-
demnity clause should -be
made ot 2 Rs 100 stamp pa-
peg; he advises.

A GPA can in law be re-
volted. Therefore, a buyer in
order to safe guard his in-
terest, should take from the
seffer a will which leaves the
property in question to him
in the event of the death of
the seller In the will it
should beclearly stated that
the will is irrevocable.

Propesty agents and le-
gal experts strongly advo-
cate that-a property buyer
have the property papers
checkedand transfer papers
prepared by a lawyer At
times people save on cost
and time and later deeply re-
gret this when or if prob-
lems arise. It is definitely

“ betier to spend a little extra
at the start than possibly
face seesningly endless liti-
gation involving huge ex-
penses latex: ]

?gﬁa senior

specified the buyer would °

. receipt of advance payment,
isonly valid if thereisarev-

_n isa c.s.oz.w:oé: fact that

country is undergoing.a
slowdown and both the resi-
dential and the commercial
sector are ‘witnessing a
-change. The slowdown, how-
ever has forced real estate

sured returns on commer-
cial property from 8.5 per
cent to 15 per cent.

For the uninitiated, as-
sured returns
amount the builder gives to
the buyer even if the prop-
erty in question does not get
leased. The builder of the
property gives a fixed per-
centage to the buyer till

rented out. The builder re-
ceives rent from the buyer
once the property is rented
out and this amount is al-
ways more than the assured
returns. The builder, there-
fore gets to gain in the long
runfrom the deal. Investors,

ment, benefit the most as
they start getting returns
from day one itself.
“Currently, term loans
from financial institu-
tions/banks are not’ avail-
able easily Sometimes the
completion of formalities

long time and builders need
funds to start construction,”
says Gaurav Bhalla, MD,
Vatika Group.

Builders, however, give

get money for constructing
commercial property - and
investors get an assured re-
turn. “An investor wants se-
curity, especially when the
property he has booked is
still under construction.
vdﬁ&» if the mall he has

leased space in does not take
off?” asks M. m .Aggarwal,

the real estate sector in the -

developers. to increase. as-.

are the.

such time as the property is -

-who give a one-time pay-

for such term loans takes a .

sops to buyers because they.

Assured E___.__%

The slight slowdown in the real estate sector
‘has forced developers to increase asstrad
returns on commercial property. Investors

should be careful-before accepting high assured
returns, warns SYED AMIR ALI HASHMI .

MD, me Devefopers,

Another reason behind
the assured returys concept

is that the builder not only -

gets’ the investors’ confi-
dence but alse the control

overleasing. “By eotttrolling

whom the invéstor leases

space to.once amall is fully |

operational helps the devel-
oper inmaintaining the zon-
ing of the said mall. If we
have a plan for a particular
tenant mix for the mall, we
canensure that o plans do
not goawry,” says Aggarwal.

Large develapers, howev-
er point out that this sop is
doled out only among small
time developers. No well-
known developer indulges
in this practice. “As the cash
flow in.the market isHmited,
small time developers find it
difficult to asTange money
to'start construction. And
assured returns is the de-
vice used to gain the confi-
dence of the investor and get
the work dote,” says Bhalla.

. He is skeptical about de-

‘velopers who give high-as-

sured returns. “Investors
should be cautious when
someone offers- them as-
sured returns to the tune of
12-15 per cent. I think the
maximum that a good devel-
oper can offer is up to 9 per
cent. But above 12 per cent
is risky, as no one is sure
about the market movement
and the rentals a particular
property will enjoy. If the
property fails to command
expected rental values, the
investor willnot gain much.
There will however, be no
loss as the developer will en-
sure that the investor gets at
least 15 per cent.”

“Pue . to CnEEQ con-
cerns, real estate players have
started looking at private eq-
uity placements in their proj-

‘ects. The Private Equity Fund

can have equity in real estate
companies or cari be invester
in  specific ‘projects.. Some-
times a developer needs some
liquidity during the con-
struction phase of a com-
mercial project and this is
done by offering investors a
fixed return on their invest-
ments,” adds Sanjeev Srivas-
tav of Assotech.

How can a developer be
assured of the rental of a
particular property? “The
demand in the market is
good and the slowdown is
mostly because the projects
are in the development
phase. Once supply hits the
market, the slowdown will
go. Developers are obvions-
ly aware of this trend. That
is why they can afford to of-
fer assured returns to in-
vestors,” says Kushagr
Ansal, Whole Time Director,
Ansal Housing and Con-
struction Limitied:

Will this trend impact the
real estate market ar bring
about stability? “An active
commercial real estate mar-
ket requires a stable eomno-
my and a low inferest rate
environment. The ocost of
borrowing should also be
stable (which is there in this
case). For stability in the

~ market, a fine balance be-

tween demand for commer-
cial space and supply shonld
be maintained. Compared to
the other asset class, as-
sured returns provide stabil-
ity to the medium, asustain-
able and predictable income
stream through the rent
paid by vecupiers,” says Sei-
vastava. ]
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