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Chapter 1: Introduction

There are a numberof challenges facingaffordable housing Hgh cost of land which is the
consequence of a number of factorss one of the principal challenges Financing the land is
another major challenge that Developers/ Builders face in delivering affordable housing
The absence ofa clear title is also a serious deterrent for participation by financial
institutions and real estate developers in new as well as redevelopment projects of real
estate. In the absence of redevelopment and densification of available lands, land remains

underutilized - further contributing to shortage of land and to high land prices.

For any strategy to enhance the provisioning of affordable housingherefore, government
interventions through financial and nonfinancial support as well as through policy refoms

would be critical. Financial subsidies, subsidies in kind (e.g. in the form of government

land) as well as crosssubsidies will have to play a central role in addressing the problem of
OAOO OAAQGETTO 1T &£ )T AEAGO bl bamaketpices. AAET ¢ Ol

While the potential for directing privately owned land towards affordable housing at a low
cost is limited, appropriate PPP structures can be used to incentivize the privasector in
that direction. Srategies attempted include directing private land for affordable housing in
exchange for permission for more intensive utilization of land or in exchange for
permission to build high-end housing. PPP strategies including government grants and
subsidies can also be potentially deployed to unlock unutilized/underutilized parcels of

both government as well as privately owned lands for affordable housing.

In addition to the issue of land, addressing the affordable housing challenge through PPP
will require enhanced access to financing and capital markete/hich will in turn require
proactive government policies and innovative and entrepreneurial risk taking by the
private sector. The private sector can also play an important role in reduction in costs

through efficiency gains in construction and operations.

The potential gains of Public Private Partnership as a program implementation strategy
and as a governance interventionhowever, rest squarely on the appropriate allocation of

risks, responsibilities, rewards and punishments among the various stakeholders. This risk



allocation is the defining feature of any PPP strategy. The golden principle is that risks
should be allocated to the entity best equipped to manage each risk. The expectation is that
such an dlocation of risks will not only produce the best possible program and project
outcomes but also do so at the most optimum costs. This should lead to good quality
outcomes at optimum prices Well-crafted and balanced contracts backing PPP projects

are, therefore, at the heart of addressing the PPP strategy to provide affordable housing.

In order to facilitate private sector participation and to meet the growing need of
AgErEl OAAAT A ET OOET ¢ ET OEA A1 O1 6ouh OEA -ETE
AEAT OAAAT A (] coabds lbyCDr. Pradeépl SO@h, which submitted its report this
year. The report seeks to address challenges in affordable housing through various PPP
models. It also elucidates on the technical guidelines, risk sharing in variomsodels and
capacity building required It is envisaged that asizeable and sustainable response through
strategic PPP models will allow a selpropelled market to address the challenge of land
availability and its high cost. In addition, private sector paitipation will also enhance
access to financing and capital markets, as well as reduce costs through gains in
construction, operations and timebound delivery of houses The underutilized potential of
directing privately owned land towards affordable houshg would also give a fillip to the

existing verticals ofPradhan Mantri Awas Yojana(Urban).

The Ministry, upon several consultations and stakeholder delibations, has structured
®ublic Private Partnership Modelsfor Affordabl A (1T OOET C E tuménidéalsA S 8 -
with several issues in delivery of affordable housing in India and the mechanisms
developed through this PPP documento address such issues. In this regard, six generic
PPP structures have been constituted for projects on government land.dlso includes risk
matrices and comparative analysis on 4 key parameters (scope of work, project structure,
financing aspects and beneficiaries) across all the six models. These generic models for
projects on government land are various permutations enablkk by the guidelines on
Affordable Housing Projects in PMAY (U). During the consultations, the need was felt to
develop models for PPP arrangement on privately owned lands as well. The report consists
of two such PPP models, linking with the two verticalsfahe PMAY (Urban) - Credit-linked
Subsidy Scheme (CLSS) and Affordable Housing in Partnership (AHP).



Chapter 2: Basic Strategy for Public Private Partnerships for
Affordable Housing

2.1 Key Objectives of using PPP in Housing/Affordable Housing

The fundamental strategy underlying Public Private Partnerships as an implementation
strategy for affordable housing is to combine the strengths of the private sector with those
of the public sector in order to overcome challenges faced by affordable hongiand to
achieve superior outcomes. However, the success of PPP as a strategy will depend critically
on designing PPP structures that make an appropriate allocation of risks, responsibilities,
rewards and penances,and createthe incentives for value creéon. This is at the heart of
the policies and contractual structures to be created for different PPP strategies to address
the challenge of affordable housing.

2.2 Solving for the Affordable Housing Challenge: Alternative Choices
of PPP Strategies

In the lag chapter, problems of access to and cost of land, construction and operating
inefficiency, and lack of access to low cost financing were identified as key obstacles for
providing affordable housing. Various ways in which PPP can try to address these olidés
are described below

2.2.1 Enhancing Access to Low Cost Land:

The issue of availability and cost of wellocated land is central to the issue of affordable
housing. Depending on project location, land costs can vary anywhere between 20 to 60%
of the total project cost. However, the potential for directing privately owned land towards
affordable housing at a low cost is limited. Through appropriate PPP structures the private
sector can be incentivized to do so by adopting one or more of the following straieg.

a. Private Land for affordable housing in exchange for permission for more
intensive utilization of land:  Under this strategy, government seeks to leverage and
monetize its powers to regulate land use. In exchange for giving permission to private
sector entities for more favorable (intensive) utilization of land parcelsowned by them,
the government can require a portion of that land or other land to be made available for
affordable housing. All schemes that seek to trade higher FAR/FSI granted to the
private sector for affordable housing fall in this category. This kind of PPP is essentially
a form of cross subsidy where the private sector is made to direct a portion of higher
earnings provided by a higher FAR/FSI for the provisioning of affordable housy.
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b. Private Land for affordable housing in exchange for permission to build high  -end
housing : Under this strategy, Government seeks to monetize its power to regulate real
estate development and use it to get private sector to provide land and affordable
housing. Private sector builders are required to provide affordable housing as a
condition to be allowed to create highend housing for which there is a profitable
market. It can be safely assumethat under this strategy the builder shdl, effectively,
passi T A OOAOOAT OEAI DAOO 1T &£ OEA OAOOAAT & 1T ¢
the consumers of the higkend component of the project. Thusthe higher income
customers will effectively provide the affordable housingin the form of a crosssubsidy

created under this PPP strategyto low-income customers.

c. Government Land for affordable housing by unlocking unutilized/underutilized
parcels of government owned lands : This can be a direct way of enhancing the land
pool, available for creaton of affordade housing. Many Central andt8te government
departments and agencies own vast tracts of lanth excess of their requirements in the
foreseeable future those arevery poorly utilized and are often illegally encroached. A
systematic policy and effortcan bring such lands under affordable housingnd further
be made available to the private sectgrat a low cost to develop and build affordable
housing projects using private capital and efficiencies under suitable PPP structures.
The housing created undethis PPP strategy will effectively be in the form of a subsidy
consisting of public lands provided by government tdow-income clients.

d. Land for affordable housing through Redevelopment of underutilized urban
areas: In Indian cities like Mumbai, Delhi andkolkatah OA OO OOAAOO 1T £ OT |
most expensive land can today be found covered by slums. Even when the lands are
privately owned and developal, they often host large numberof ramshackle single
storey or double storey tenements under Cl sheetaofs. These structures are more like

makeshift temporary structures rather than urban buildings on expensive land.

More often than not such poor and inefficient utilization of privately owned urban lands
is the consequence of policy bottlenecks, archaiarid use restrictions, rent control acts,
and land title issues. Policy reforms accompanied by PPP projects that seek to
redevelop such unutilized/underutilized urban areas through area redevelopment
programs should be at the heart of the approaches to adess the affordable housing
challenge.Thesere-development projects canco-create affordable housing along with
commercial buildings and high-end housing.

Redevelopment represents a wirwin strategy in which all parties gain by better and

more intensive uilization of the scarce land resources. Public Private Partnerships in
OOAE bDPOI COAIi 6 EAOGA OEA bl OAT GEAI O1 AOAAOA
Oi 1 AOOGEAI bDPOATEA 1 AT A0 xE OEworlOlasddedighs, OAAC
construct supeior real estate and unlock its value through creative marketing.



Significantly, governments also play the role of a markehaker by providing regulatory
oversight and playing the role of a referee and honestegotiator that help create
confidence and trust among small land and property owners and tenants to participate
in the redevelopment exercise with the large developers. A substantial part of the value
so created can then be directed towards providing affordable haing.

e. Land for affordable housing through Policy reform on Change of Land Use (CLU)
of Agricultural Lands: The several appro@hes outlined above are led by t&te
interventions and can make an important contribution to the task of directing more
land to affordable housing. However, the size of the challenge of affordable housing in
India, like poverty, is a much larger problem. It cannot be solved through a beneficiary
oriented, caseby-caseapproach alone.

Ultimately, a sizeable and sustainable response froPPPwill require strategic changes

in policy to allow a selfpropelled market to address the challenge of cost of land and
affordable housing on a large scalewith a low, or no dependence on direct
interventions by government through subsidies or cross subsidies. The prices of well
located lands have to decline to levels at which the low income and poor citizens of
India can participate in the market. For the prices of land to decline to affordable levels
government can create an enabling environmentfor a dramatic increase in the supply
of land and of vertically dense development ohousesand supporting infrastructure,
through a controlled but easy and inexpensive process of change in land use.

The role of government shallbe to create master plans that are transparent and
sacrosanct. Case by case approval of change of land use should be neither allowed nor
required. The regulatory functions of government should be separated from the
development function and integrated with the plaming function. Most importantly,
governments must lead this opening up of new areas for real estate development by
providing trunk infrastructure consisting of roads, water, sewage, electricity, etc. and
public transport that would enable people to lead productive livesThis would be the
ultimate Public Private Partnership at a strategic level that has the potential of
addressing the problem of affordable housing at its root. Further, the trunk infrastructure
can in turn be provided by a combination of appropriately structured PPP as well as
public sector projectsThe PPP projects for infrastructure can be implemented either on
a standalone basis or can be integrated with affordable housing projects.

2.2.2 Reducing Costs through Efficiency Gains in Construction and Operations

The private sector can be expected to contribute to efficiency gains in the development of
land, construction, operations and maintenance for affordable housing through the use of
technology, better managemst and construction practices. In addition the private sector

should be expected to bring economies of scale from large projects and by involving a
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larger number of private partners. Delivery of projects at a lower cost andvithout cost
and time overruns, can potentially contribute to availability of affordable housing. In order

to achieve these positive outcomes, PPP projects will need to be structured such that they
create appropriate incentives for good performance by the private sector partner.

2.2.3 Accessto Financing and Capital Markets:

Traditionally, Public Private Partnerships have also been seen as a source of private
financing for a project. The private sector partner can indeed be expected to contribute to
financing for affordable housing as wellLimited contributions could perhaps be garnered
for this purpose through CSR funding However, direct cash subsidies, if envisaged, will
have to come primarily from governments.

The private sector maybe called upon to provide or direct commercial funding seeking a
fair return on investment for affordable housing. This could take the form of financing to
cover the land and constructions costs, subject to recovery, in lump sum or installments, of
the investment with a reasonable return upon successful delivery of the housing for
purchase by the allottees. In addition, the maintenance costs could also be met by the
private sector in the event of the affordable housing being rented or leased to the alleds.
Such an arrangement would also have the effect of transferring the medium kong-term
quality and maintenance risk onto the private sector partner. This could therefore,
contribute to better construction, quality as well as maintenance of the assetseated.

In both the above cases the private sector partner would, in addition to administering the
financing arrangement, be taking a credit risk on theallottees. In doing so the private
sector partner is serving the role of a financial intermediary. Surcan arrangement has the
advantage of effectively, even if indirectly, bringing the affordable housing customers into
the debt market. The private sector developer would expect to be and should be
compensated for providing the administrative service of maaging the payments from the
allottees and also for taking the credit risk. In effect the private sector partner is also
playing the role of a micrefinance lender.

Alternatively, the allottees of affordable housing under any project could be directly linldk
with a retail lending or a microfinance institution. However, such arrangements could add
substantial transaction costs and credit risk costs associated with them.

1 As per the clarifications issued by Ministry of Corporate Affairs in the General Circular No 21/2014 and subject to othdtiam being
fulfilled



2.3 Risks for PPP in Housing and Possible Mitigation Strategies

The potential gains of Publt Private Partnership as a program implementation strategy,
and indeed as a governance intervention, rest squarely on the appropriate allocation of
risks, responsibilities, rewards andpenalties among the various stakeholders. Indeed, this
risk allocation is the defining feature of the PPP strategy. The golden principle is that risks
should be allocated to the entity best equipped to manage each risk. The expectation is that
such an allocation of risks will not only produce the best possible program and pexct
outcomes but also do so at the most optimum costs. This should lead to good quality
outcomes at optimum prices.

In an affordable haising PPPproject, identifying the risks of cost and time overruns,

reducing the risk by careful project design, plannig and budgeting, and then allocating
these risks to a construction contractor through a welcrafted contract would constitute a

good exercise in risk management. The responsibility of determining the list of eligible
allottees would appear, prima facie,d be best borne by the government.

But the best-allocated risks will not deliver results unless the risk allocation is rigorously

enforced. Enforcement of the risk allocation arrangements in turn requires that the
arrangements are enshrined in legally enfiaceable contracts, and that the contracts define
the consequences of non fulfillment of obligations and the mechanisms for their
enforcement consistent with the law of the land.

2.3.1 Risk Potentials in Housing Projects

An affordable housing PPP project maydxdivided into four different life cycle phases viz.
1) Pre-construction phase

2) Construction Phase

3) Allocation Phase

4) Operationand Maintenance Phase.

Each phase of Housing Project’s life cycdle susceptibleto different types of risks.Various
regulatory constraints like F.A.R limitations, unavailability of TDR, delayed land use
conversion & approvals from Fire Department are@mportant issues confronting private
developers requiring them to engage with government and regulatory authorites.
Relaxation ofregulatory requirements is, arguably, one of the incentives that can be given
for affordable housing.

2.3.2 Risk Matrix for PPP in Affordable Housing

A risk matrix identifies and outlines the typical risks that need to be addressed when
adopting different variations of a PPP strategy for affordable housing. The Risk Matrix also

14



indicates how the risks might be mitigated to theoptimum extent and how best they can be
allocated among the different stakeholders.

These risks include risks related to design and construction, maintenance & operations,
financing, environment, land acquisitionetc. Particular mention may be madehere of off
take Risk as oneof the significant risk faced by affordable housing projectsDespite an
acute shortage of affordablénousing, it is not unusual for themto remain unoccupied. This
happens usually due to the location of the affordable housindacking access to basic needs
and means of livelihood Poor quality construction of affodable housing may also
discourage eligible beneficiaries from accepting the allotment.

It will be useful for the off take risk to be shared between the public authorities and the
private developer. Involving the private sector developers in managing theff take risk has
the potential of improving the outcomes.A suitable bonus payment could be made to the
private developer for every housing unit when an eligible allottee accepts the allotmElnis
sharing of theoff take risk between the public and privae sector can provide incentives for
creating affordable housing at suitable locations after undertaking reasonable demand
assessment. It also creates an appropriate incentive for the private sector partner to ensure
good quality construction of the housimg stock. In otherwords, it will ensure that private
AAOAT 1T DPAOO EAOA OOEET E Hecishisfand@diterodicomed AHET C
public authority should also ensure presence of trunk infrastructure on the identified site
in order to mitigate the vacant stock ris.

This Risk Matrix can, thusthrow light on the possible designs of contracts for different
models of PPP projects for affordable housing and assist in the drafting of contracts that
capture those designs.



Chapter 3: Implementation Models

In the last chapter, the potential gains from Public Private Partnerships as an
implementation strategy for affordable housing as well as the potential risks and mitigation
strategies were discussed andanalyzed In this chapter, an attempt is made to devep
various models of PPP to achieve these gains while allocating the risks appropriately.
Attention is given, in particular, to a) the primary advantages that the models can deliver
and b) the shared responsibility of the potential risks among various shliaholders. Land, in

all the models,should have clear titles and be encumbrance free in all respect.

3.1 Generic PPP Models for Affordable Housing

Model 1: Government -land Based Subsidized Housing (GLSH)

Model Description

Under this model,the public authority will provide land to the selected private developer.
This would effectively constitute a state subsidy for the project. The private developer will
be responsible and held accountable for designing, building and financing of affordable
housing stock and asociated services of predetermined standards, at a pigetermined
cost and within a predetermined time. The public authority will undertake to compensate
the private developer for the housing stock on the satisfactory completion and handing
over of the wnits, as per prescribed standards,cost and time.The payment to the private
developer shall be based on milestoned®ased project progress. The Public Authority shall
establish specific milestones that are based upon the completion of identified deliverads
and have a milestone payment reflect the value of the completion of that work and the
acceptance of those deliverables. In doing thithe Concessionaire Agreementvould need
to specify the deliverables that must be completed or provided to meet the megtone, and
the requirement that those deliverables must be accepted as a po®ndition of payment.
For part of contracts that may not have specific milestones, payment can be structured
based upon the percentage of completion of the worlkn order to incentivize good project
design, quality construction and time bound delivery of unitsand subject to any other
conditions of the agreementa bonus paymentby the Public Authority may be included for
the developer for every housing unit accefed and paid for by an eligible allottee.

The allottees would be required to make payment of a prdetermined amount for the cost
of the housing unit at the time of handover. Alternativelythe Allottees could be required to
pay predetermined equated monhly installments for a predetermined period of time to
the public authorities. Thus, the responsibility and risk for cost recovery rests on the public
authority. The establishment of the eligibility of beneficiaries will be the duty and the

16



prerogative of the public authority. The same will be announced prior to the
implementation of the project. Public authority will make the selection of the allottees from
amongst the eligible beneficiariesin a transparent and equitable manner. This could be
done either directly by public authorities themselves or with the assistance of and in
collaboration with civil societies and NGOs.

There is no involvement of private developer and public authority for the maintenance of
the units after the transfer of units to allottees. A ResidentVelfare Association (RWA),
inclusive of members from all economic class of residents, may be constituted for upkeep of
common areas and public spaces within the Group Housing premises.

The private developer will transfer the housing stockto the public authority. Loans at an
appropriate rate of interest and appropriate tenure could also be made available through
housing finance institutions to the allottees for this purpose. An interest subsidy for the
allottees could also be built into a fiancial subsidy regime through central nodal agency
(NHB/HUDCO).

Preparation of Technical
Guidelines by Public

Land Land P;?t:’:jmb’v'g . Au'tﬁr\corfw:TT-chr;ifl
I 5 2N S __——> Specifications, Land Ares,
L‘ii?-‘é’:f?ﬁ&&'& L‘Zi?’é’:f?ﬁ&&'& Subl DwellingUnit Size, No of
Authority Units, Construction Time,

etc

! !

Bid Parameter: Per Beneficiary
unitcost(lowest —> CallforBID Identification by
lump sumamount) Public Authority

Beneficiaryto paya
Selection/Empaneiment predetermined amount to
of Private Developer Public Authority
Construction by
Private Developer

Transfer of Housing Unitsto
| Public Authority. Public
Authority at predetermined
costto Private Developer

5 Handling of Dwelling Unit
RWA
Bensleeny 1o <——— to Beneficiary by Public

maintainthe property Authority

*Fixed Parameters: Predetermined number of units, area, time and specifications

Figure 1:Activity Flowchart for Housing Projects under GLSH (Stages and Responsible
entities)



Salient Features

Preparation of technical guidelineby Public Authority:The public authority shall prepare
technical guidelines for the purpose of project implementation with necessary details such
as technical specification, land area, dwelling unit size, number of units, construction time
and any otherdetails thereof.

Design Build & Finance by Private Sectdihe private sector will be responsible and held
accountable for designing, building and financing of affordable housing stock and
associated serviceof predetermined standards, at a prédeterminedcost and within a pre
determined time.

Maintenance by the Beneficiarythere is no involvement of private sector and government
for the maintenance of the units after the transfer of units to allotteeA Resident welfare
Association (RWA), inclusive of rambers from all economic class of residents, may be
constituted for upkeep of common areas and public spaces within the Group Housing
premises.

Pubic Authority to compensate the Private Sector Partnefhe public authority will
undertake to compensate the private developer, through milestone based payment
schedule, for the housing stock on the satisfactory completion and handing over of the
units as per prescribed standardscost and time. Thus, the responsibility and risk for cost
recovery rests on the pilic authority.

Beneficiary ldentification by Public AuthoritiesThe establishment of the eligibility of
beneficiaries will be the duty and the prerogative of the government. The same will be
announced prior to the implementation of the projectGovernment will make the selection
of the allottees from amongst the eligible beneficiariesn a transparent and equitable
manner. This could be done either directly by public authorities themselves or with the
assistance ofand in collaboration with, civil societies and NGOs.

Distribution: The housing stock will be transferred by the private sector to a government
department or agency nominated by the government.

Payments by AllotteesThe allottees would be required to make payment of a pre
determined amount for the cost of the housing unit at the time of handover. Alternatively
the Allottees could be required to pay predetermined equated monthlynstallments for a

predetermined period of time to the public authorities. The Lump sum payment or EMI
received by the public authority shall be escrowed to Private entity.

Financial Assistance to Allotteesoans at an appropriate rate of interest and appropriate
tenure could also be made available through housing finance institutions or other
intermediaries to the allottees for this purpose. An interest subsidy for the allottees could
also be built into a financial subsidy regime.
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Public Private Partnerships for Trunk InfrastructureThe responsibility for the trunk
infrastructure and connectivity will be borne by the public sector. However, the
government could undertake the financing and implementation of the same through
separate PPP arrangements or directly

Risk Sharingin this way the responsibility for land, subsidy, and trunk infrastructure will
be taken by the public authorities while the performance responsibility will be transferred
on the private sector. The credit risk of financing the allottee with a housing loan will be
taken by financial institutions z public or private z or by government autorities.

Bid Parameter:A good bidding strategy under this model, would consist of selecting the
private developer based on per unit cost as the bid parameter. It would be necessary to a
priori prescribe the number of housing units to be provided together with area, technical
specifications and construction time period.

Table 1:Risk Matrix of Model 1

Risk Allocation

Government Private Financial Beneficiary
Developers Institution

Land

Design

Construction

Maintenance

Financing

CostRecovery

Off-take

Trunk -Infrastructure

Credit Risk
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Figure 2:The roles and responsibilities of the various stakeholders in Model 1

Model 2: Mixed Development Cross -subsidized Housing (MDCH)

Model Description

The essentialdifference in this model from model 1 will be that the developer does not
receive any payment from the public authority for providing the affordable housing stock.
Instead, the private developer will be allowed to build and sell higlend housing on a
portion of the land allotted. The private developer could even be allowed to utilize the
entire land made available by government for higkend housing in exchange for providing
affordable housing at another locationon land to be arranged by the private develoer,
provided that the characteristics of the other land are similar as that provided by the State.
In case of Transfer of Development Rights, higher FAR/FSI will depend on the prevailing
statutory conditions/provisions. Effectively, this constitutes a css subsidy between the
high-end housing and affordable housing in addition to the subsidy in the form of land
provided by the government.

The value creation for the private developer can be further enhanced by providing higher
FAR, TDR as well as fast track clearances for undertaking the development of hegtu
housing. In exchange for all this value creation, the private developer will bhequired to
provide affordable housing free of costln order to encourage the privatedeveloper to
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share off takesrisk and to incentivize, good quality construction,good design, timebound
delivery of housing units and any other conditions of the agreeent, a bonus paymentby
the Public Authority may be included for the developer for every housing unit accepted
and paid for by an eligible allottee All other aspects of this model would remain the same
as in Model 1.
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Figure 3: Activity Flowchart for Housing Projects under MDCH (Stages a
Responsible entities)

Salient Features

Land as SubsidyJnder this model, land will be provided by public authorities on leasef
reasonable term (preferably on a nominal lease rental) to the selected private developer

co-terminus with the agreement period. This would effectively constitute a state subsidy
for the project.




Preparation of technical guidelines by Public Authoritfhe public authaity shall prepare
technical guidelines for the purpose of project implementation with necessary details such
as technical specification, land area, dwelling unit size, number of units, construction time
and any other details thereof.

Design Build & Finane by Private SectorThe private sector will be responsible and held
accountable for designing, building and financing of affordable housing stock and
associated serviceof predetermined standards, at a prédetermined cost and within a pre
determined time

Maintenance by the Beneficiarylhere is no involvement of private sector and government
for the maintenance of the units after the transfer of units to allotteeA ResidentWelfare
Association (RWA), inclusive of members from all economic class of rdents, may be
constituted for upkeep of common areas and public spaces within the Group Housing
premises.

Cost Recovery by Private Sector Partndhe private developer will recover the cost of
affordable housing throughthe revenue generated from higkend housing that is created as
a collateral activity.

Beneficiary ldentification by Public AuthoritiesThe establishment of the eligibility of
beneficiaries will be the duty and the prerogative of the government. The same will be
announced prior to the implementation of the project.Government will make the selection
of the allottees from amongst the eligible beneficiariesn a transparent and equitable
manner. This could be done either directly by public authorities themselves or with the
assistance of andn collaboration with civil societies and NGOs.

Distribution: The housing stock will be transferred by the private sector to the government
or to an agency nominated by the government.

Payments by AllotteesThe allottees would be required to makepayment of a pre
determined amount for the cost of the housing unit at the time of handover. Alternatively
the Allottees could be required to pay predetermined equated monthlynstallments for a
predetermined period of time to the public authorities.

Financial Assistance to Allottees:oans at an appropriate rate of interest and appropriate
tenure could also be made available through housing finance institutions or other
intermediaries to the allottees for this purpose. An interest subsidy for the allottes could
also be built into financial subsidy regime.

Public Private Partnerships for Trunk InfrastructureThe responsibility for the trunk
infrastructure and connectivity will be borne by the public sector. However, the
government could undertake the ihancing and implementation of the same through
separate PPP arrangements or directly
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Risk Sharingin this way the responsibility for land, subsidy, and trunk infrastructure will
be taken by the public authorities while the performance risk and cross &sidy will be
transferred to the private sector. The credit risk of financing the allottee with a housing
loan will be taken by financial institutions z public or private z or by government
authorities.

Bid Parameter:Since the goal of this model is to maxize affordable housing at minimum
cost to government, the number of affordable housing units to be provided on a given plot
of land, at the rate fixed by State Nodal Agen¢would be a useful bid parameter for bidding
out such projects. It would be necesary to apriori prescribe the area, technical
specifications and construction time period etc. for each housing unit.

Table 2:Risk Matrix: Model 2

Risk Allocation

Government Private Financial Beneficiary
Developers Institution

Land

Design

Construction

Maintenance

Financing

CostRecovery

Off-take

Trunk -Infrastructure

Credit Risk
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Figure 4: The roles and responsibilities of the various stakeholders in Model 2

Model 3: Annuity Based Subsidized Housing (ABSH)

Model Description

As in Model 1, government will provide land under this model as well. The key difference in
this model will be that the developer receives revenue from the government in the form of
regular annuity payments for a period of time (pto 10 years) instead of a lump sum
amount at the time of handover. Thislong-term association of the Developer with the
project will also require the developer to maintain the assets during this period and
transfer the dwelling units back to the public sector or its nhominees at the end of the
period. The public authorities will monitor the quality of the maintenance and there will be
rewards and penalties linked to thelong-term quality of service received by the occupants.
These rewards and penalties will be reflected in the annuity amounts paid every year.

The primary objective of this model is that in addition to the construction risks, the
maintenance risk is also transferred to the private sector. Alsdt is expected that this will
improve the construction quality itself since the developer will now be responsible for the
long-term performance of the asset. Also, under this model the respsibility of
government to compensate the Developer is spread over a long time through the annuity
structure. The responsibility for raising and servicing the financial investment would of
course continue to vest in the developerln order to encourage theprivate developer to
share the offtake risk andto incentivize good quality construction, good design, time
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bound delivery of housing units and any other conditions of the agreemeng bonus
payment by the Public Authority may be included for the develogr for every housing unit
accepted and paid for by an eligible allottee.
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Figure 5: Activity Flowchart for Housing Projects under ABSH (Stages a
Responsible entities)

Salient Features

Land as Subsidydnder this model, land will be provided by public authorities on dong-
term lease (preferably on a nominal lease rental) to the selected private developer-co
terminus with the agreement period. This would effectively constitute a state subsidy for
the project.

Preparation of technical guidelines by Public Authoritfhe public authority shall prepare
technical guidelines for the purpose of project implementation with necessary details such




as technical specification, land area, dwelling unit size, nurab of units, construction time
and any other details thereof.

Design Build & Finance by Private Sectorhe private sector will be responsible and held
accountable for designing, building and financing of affordable housing stock and
associated servicesit a pre-determined cost and within a preletermined time.

Maintenance by the Private Developeithe private developer is held accountable not only
for the construction but for the medium tolong-term maintenance of the housing units as
well. The annuity payments made to the private sector can be impacted in the event of
maintenance standards not being metSince the annuity period is long {pto 10 years) and
maintenance obligations are transferred to the developer, he may be allowed to upload this
cost in project cost and accordingly annuity may be worked out.

Pulic Authority to enable Cost Recovery by Private Sector Partii&e public authority will
undertake to compensate the private developer for the housing stock on the satisfactory
completion and handing over of the unts as per prescribed standardscost and time. The
cost recovery would take the form of an annuity payment by the public authority to the
private developer.

Beneficiary ldentification by Public AuthoritiesThe establishment of the adibility of
beneficiaries will be the duty and the prerogative of the government. The same will be
announced prior to the implementation of the projectGovernment will make the selection
of the allottees from amongst the eligible beneficiariesin a transparent and equitable
manner. This could be done either directly by public authorities themselves or with the
assistance of and in collaboration with civil societies and NGOs.

Distribution: The housing stock will be transferred by the private sector to th government
or to an agency nominated by the government.

Payments by AllotteesThe allottees would be required to make payment of a pre
determined amount for the cost of the housing unit at the time of handover. Alternatively
the Allottees could be required to pay predetermined equated monthlynstallments for a
predetermined period of time to the public authorities. The Lump sum payment or EMI
received by the public authority shall be escrowed to Private entity.

Financial Assstance to Allotteesi oans at an appropriate rate of interest and appropriate
tenure could also be made available through housing finance institutions or other
intermediaries to the allottees for this purpose. An interest subsidy for the allottees could
also be built into financial subsidy regime.

Public Private Partnerships for Trunk InfrastructureThe responsibility for the trunk
infrastructure and connectivity will be borne by the public sector. However, the
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government could undertake the financing ad implementation of the same through
separate PPP arrangements or directly

Risk Sharingin this way the responsibility for land, subsidy, and trunk infrastructure will
be taken by the public authorities while the performance responsibility will be transferred
on the private sector. The credit risk of financing the allottee with a housing loawill be
taken by financial institutions z public or private z or by government authorities.

Bid Parameter The bid parameter,in this case would be the annuity amount due to be paid
every year.The annuity payments by the Government to the private deveper towards the
project cost shall be composed of the following:

1 Payment towards the construction cost, and

1 Interest component on the loan availed by the private developer to meet
construction cost component of the grant, and/or

1 Payment towards the reimbusement of any other overhead expenses

The bidder seeking the lowest level of annuity amount would be the preferred biddeifhe
Public authority shall fix the NPV periodwith interest on annuity to be calculated at the
30A0A "ATE 1T A& )1 ABirfabCost pf 1 énding RaiieE (RIELRID Would of
course be necessary again to-priori prescribe the number of housing units to be provided
together with area, technical specifications and construction time period etc.

Table 3: Risk Matrix : Model 3

Risk Allocation

Land

Design
Construction
Maintenance
Financing
CostRecovery
Off-take

Trunk -Infrastructure

Credit Risk
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Figure 6: The roles and responsibilities of the various stakeholders in Model 3

Model 4: DBFMT zAnnuity cum Capital Grant based Subsidized Housing (AGSH)

Model description

This model is similar to the Model 3: DBFMAnnuity Model, except that under this model a
significant proportion of project cost (say 4850%) is paid to the private developer during
the construction phase itself The remaining amount is paid tdhe developerasan annuity
for upto 10 years after thesuccessful completion of tle project. The annuity amountwill of
course be lower under this model than under Model 3 since the developers will also receive
a capital grant. The capital grants payment to the private developer shall be based on
milestones-based project progress. The Public Authority shaltstablish specific milestones
that are based upon the completion of identified deliverables and have a milestone
payment reflect the value of the completion of that work and the acceptance of those
deliverables. In doing this,the Concessionaire Agreementwould need to specify the
deliverables that must be completed or provided to meet the milestone, and the
requirement that those deliverables must be accepted as a pmondition of payment. For
part of contracts that may not have specific milestones, payment can be structured based
upon the percentage of completion of the work.

Developers will continue to bear the responsibilities of construction as well as
maintenance and their rewardswill continue to be substantially linked to the long-term
performance of the asset. The annuity payments are subject to good performance of the
asset and provision of maintenance servicetn order to encourage the private developer to
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share the off take risk and to incentivize proper site selection and good quality
construction, a bonus payment could be included for the developer for every housing unit
accepted and paid for by an eligible allottee-However, to the extent that government will
finance a part of the constructionast, the financing cost and risk on the private sector will be
reduced. This is also expected to bring down the total project cost.
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Figure 7 :Activity Flowchart for Housing Projects under AGSH (Stages ¢
Responsible entities)

Salient Features

Land as SubsidyJnder this, land will be provided by public authorities on dong-term lease
(preferably on a nominal lease rental) to the selected private developer éerminus with
the agreement period. This would effectively constitute a state subsidy for the project.




Preparation of technical guidelines by Public Authoritfhe public authority shall prepare
technical guidelines for the purpose of project implementation with necessary details such
as technical specification, land area, dwelling unit size, number of units, construction time
and any other details thereof.

Design Build & Finance by Private Sectoifhe private sector will be responsible and held
accountable for designing, building and financing of affordable housing stock and
associated serviceof predetermined standards, at a prédetermined cost and within a pre
determined time.

Maintenance by the Private Developefhe private developer is held accountable not only
for the construction but for the medium tolong-term maintenance of the housing units as
well. The annuity payments made to the private sector can be impacted in the event of
maintenance standards not being met.

Pulic Authority to enable Cost Recovery by Private Sector Partiidre public authority
shdl undertake to compensate the private developethrough milestone based payment
schedulefor the housing stock on the satisfactory completion and handing over of the iis
as per prescribed standardscost and time. The cost recovery would take the form ofna
upfront grant during construction and annuity payment by the public authority to the
private developer.

Beneficiary ldentification by Public AuthoritiesThe establishment of the eligibility of
beneficiaries will be the duty and the prerogative of the gvernment. The same will be
announced prior to the implementation of the project Government will make the selection
of the allottees from amongst the eligible beneficiariesn a transparent and equitable
manner. This could be done either directly by pubti authorities themselves or with the
assistance of and in collaboration with civil societies and NGOs.

Distribution: The housing stock will be transferred by the private sector to th government
or to an agencynominated by the government.

Payments by Adttees: The allottees would be required to make payment of a pre
determined amount for the cost of the housing unit at the time of handover. Alternatively
the Allottees could be required to pay predetermined equated monthlynstallments for a
predetermined period of time to the public authorities.The Lump sum payment or EMI
received by the public authority shall be escrowed to Private entity.

Financial Assistance to Allotteesoans at an appropriate rate of interest and appropriate
tenure could also be made availablethrough housing finance institutions or other
intermediaries, to the allottees for this purpose. An interest subsidy for the allottees could
also be built into inancial subsidy regime.
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Public Private Partnerships for Trunk InfrastructureThe responsibility for the trunk
infrastructure and connectivity will be borne by the public sector. However, the
government could undertake the financing and implementation bthe same through
separate PPP arrangements or directly

Risk Sharingin this way the responsibility for land, subsidy, and trunk infrastructure will
be taken by the public authorities while the performance responsibility will be transferred
on the private sector. The credit risk of financing the allottee with a housing loan will be
taken by financial institutions z public or private z or by government authorities.

Bid Parameter:The private developer can again be selected based on the annuity amognt

the bidder quoting the lowest annuity amount would be preferred. The Public authority
OEAIl #Z£ZE@ OEA .06 PAOEIT A xEOE ET OAOAOGO 11 Al
(SBI) highest Marginal Cost of Lending Rate (MCLR).would be necessary to goriori
prescribe the number of housing units to be provided together with area, technical
specifications and construction time periodas well as the upfront capital grant amount
Alternatively, the annuity amount can be fixed griori and the capital grant can serve as

the bid parameter.

Table 4 :Risk Matrix: Model 4

Risk Allocation
NS

Land
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Financing
CostRecovery
Off-take
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Figure 8 :Theroles and responsibilities of the various stakeholders in Model 4

Model 5: Direct Relationship Ownership Housing (DROH)

Model Description

The essential difference between this Model and Model 1 is that in this model there will be
a direct financial relationship between the Developer and the Allottee. The land will be
allotted by the government and will constitute a significant subsidy. Howear, the Allottees
would be required to make payments towards the cost of the housing unit directly to the
Developer.The type of construction allowed under this model would only be of EWS and
LIG units. Thus the private developer will undertake to recoverthe cost of affordable
housing directly from allottee. This recovery may take the form of a lumpum payment at
the time of transfer of housing unit to allottee or in the form of equated monthly
installment (EMI) for a fixed period of time leading to the tansfer of unit to the allottee.
The risk of cost recovery will be transferred to the Developer. The developer will also be
responsible for the maintenance of the dwelling units for a preletermined period that can
be same as the cost recovery period.

Thismodel entails the highest level of risk transfer to the private sector amongst the earlier 4
models.In order to recover costs,the Developer will need to have eligible customers who

AOA xEITETC O DPAU OEA Al 008 avwipro$idingdwell-DA 06 O
constructed and welltmaintained house to a customer. If properly implemented, this should

result in good outcomes. However, as in Model 1, the eligibility of the beneficiaries can
continue to be established and announced by the govament before the implementation of
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the project. The government or public authorities in collaboration can also make the

selection of the allottees from amongst the eligible beneficiariewith the Developer or
NGOs and civil societies.

Collection of monthly payments inthe form of EMI is a significant risk to be borne by the
Developer under this model.Empowering the Developer to impose reasonable penalties
for delay or nonpayment, shall mitigate this risk. Access to speedy dispute resolution
between the Developer and the Allottee will also be required for this model.
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Figure 9: Activity Flowchart for Housing Projects under DROH (Stages and Respons
entities)



Salient Features

Land as SubsidyJnder this model, land will be provided by public authorities on dong-
term lease (preferably on a nominal lease rental) to the selected private developer-co
terminus with the agreement period. This would effectively constitute a state subsidy for
the project.

Preparation of technical guidelines by Public Authoritfhe public authority shall prepare
technical guidelines for the purpose of project implementation with necessary details such
as technical specification, land area, dwelling unit size, nureb of units, construction time
and any other details thereof.

Design Build & Finance by Private Sectdihe private sector will be responsible and held
accountable for designing, building and financing of affordable housing stock and
associated serviceof predetermined standards, at a prdetermined cost and within a pre
determined time.

Maintenance by the Private Develop€eFhe private developer is held accountable not only
for the construction but for the medium tolong-term maintenance of the houseaswell.

Cost Recovery by Private Sector Partn&he private developer shallundertake to recover
the cost of affordable housing directly from allottee. This recovery may take the form of a
lump-sum payment at the time of transfer of housing unit to allottee or in the form of
equated monthlyinstallment (EMI) for a fixed period oftime leading to the transfer of unit
to the allottee. Rental housing could form an important subset of such projects, wherein
housing units continue to be owned by the developers but can be allotted to allottees on
payment of monthly rental.

Beneficialy Identification by Public Authorities:The establishment of the eligibility of
beneficiaries will be the duty and the prerogative of the government. The same will be
announced prior to the implementation of the projectGovernment will make the selection
of the allottees from amongst the eligible beneficiariesn a transparent and equitable
manner. This could be done either directly by public authorities themselves or with the
assistance of and in collaboration with civil societies and NGOs.

Distribution: The housing stock will be transferred by the private sector to the individual
allottees nominated by the government.

Payments by AllotteesThe allottees would be required to make payment of a pre
determined amount for the cost of the housing unit at théime of handover. Alternatively,
the Allottees could be required to pay predetermined equated monthlynstallments for a
predetermined period of time to the private developer.

Financial Assistance to Allotteesoans at an appropriate rate of interest ad appropriate
tenure could also be made available through housing finance institutions or other
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intermediaries to the allottees for this purpose. An interest subsidy for the allottees could
also be built into financial subsidy regime.

Public Private Parherships for Trunk Infrastructure The responsibility for the trunk
infrastructure and connectivity will be borne by the public sector. However, the
government could undertake the financing and implementation of the same through
separate PPP arrangementsralirectly .

Risk SharingIn this way the responsibility for land, subsidy, and trunk infrastructure will
be taken by the public authorities while the performance responsibility will be transferred
on the private sector. The credit risk of financing the lbottee with a housing loan will be
taken by financial institutions z public or private z or by government authorities.

Bid Parameter The private developers can be selected based on penit-cost. The per
unit-cost will in turn be in the form of the monthly payment (EMI) that the Developer will
be allowed to recover from the Allottees. It would of course be necessary again tgp®aori
prescribe the number of housing units to be provided together with area, technical
specifications and construction time period etc.

Table 5: Risk Matrix: Model 5

Risk Allocation

Land
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Figure 10: The roles and responsibilities of the various stakeholders in Model 5

Model 6: Direct Relationship Rental Housing (DRRH)

Model Description

The essential difference between this Model and Model 5 is that in this model the Allottees
would be required to make rental payments towards the usage of the housing unit directly
to the developer, whereaghese units continue to be owned by the developersThe type of
units allowed under this model would comprise only of EWS and LIG unit3hus the
private developer will undertake to recover the cost of affordable housing directly from
allottee. The developer will also be responsible for the maintenance of the dwelling units
for a pre-determined period.

This model entails the highest level of risk transfer to the priate developer among all the
models. In order to recover costs, the developer will need to have eligible customers who
are willing to pay the requisite rent. The Developer will also need to expend its own
resources to findclients in case the existingtenant move out of their housing units. The
developer might not find eligible customers to occupy the housing units in case of
economic downturn, which might result in extension of cost recovery period. However, as
in Model 5, the eligibility of the beneficiares can continue to be established and announced
by the public authority before the implementation of the project. Theublic authorities in
collaboration can also make the selection of the allottees from amongst the eligible
beneficiarieswith the developer or NGOs and civil societies.
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Collection of monthly payments in the form of rent is a risk to be borne by the developer
under this model. Empowering the developer to impose reasonable penaltiegor delay in
rental payments or rental nonpayment, shall mitigate this risk. Developer slall mandate a
fixed date by which the customers should pay the rent to the developer. Developer would
also have the additional rights to evict the customers on nepayment of rentals with the
certain time period. For the success of this model, aess to speedy dispute resolution
between the developer and the Allottee will also be required for this model to be
acceptable to the private developerlt is however important to emphasize that the risk of
nonpayment of rents by EWSis considerably overstated. The experience of banks and
other financiers is that small borrowers are a low risk as long as the favorable conditions
exist for enforcement and dispute resolution and the process stays insulated from undue
political pressures. The rental model for affordable housing is the preferred model in many
western countries.

Preparation of Technical
Provisioni Guidelines by Public
Iand and ;?\Lllasr:znll)rf Authority: Technical
Identificationby —> Identificationby ——> it ——DiERECHKatIonS and fteo
Public Authority Public Authority Authority DV{EH'NEUMS{ZE. N? of
Units, Construction Time,
etc
Bid Parameter: per Beneficiary
unitcost{lowest ——> Call for BID Identification by
rent) Public Authority

’

Selection/Empanelment
of Private Developer

v

Construction by
Private Developer

| Housing Unitsrented to
. beneficiary. Benef'xc:no.'v
to pay rent to private

developer
Handover Unitsto
Private Developer to : beneficiary by Public
maintain the property Authority for rental
purposes

Fixed Parameters: Predetermined number of units, area, time and specifications

Figure 11 :Activity Flowchart for Housing Projects under DRRH (Stages a
Responsible entities)



Salient Features

Land as SubsidyJnder this model, land will be provided by public authorities on dong-
term lease (preferably on a nominal lease rental) to the selected private developer-co
terminus with the agreement period. This would effectively constitute a state subsidy for
the project.

Preparation of technical guidelines by Public Authority: The pubdiathority shall prepare
technical guidelines for the purpose of project implementation with necessary details such as
technical specification, land area. dwelling unit size, number of units, construction time and
any other details thereof.

Design Build &Finance by Private Sectoithe private sector will be responsible and held
accountable for designing, building and financing of affordable housing stock and
associated serviceof predetermined standards, at a prdetermined cost and within a pre
determined time.

Maintenance by the Private Develop€eFhe private developer is held accountable not only
for the construction but for the medium tolong-term maintenance of the housing units as
well.

Cost Recovery by Private Sector Partn&he private developerwill undertake to recover
the cost of affordable housing directly from allottee. This recovery may takine form of a
monthly payment for a fixed period of time. Rental housing could form an important subset
of such projects, wherein housing units continuéo be owned by the developers but can be
allotted to allottees on payment of monthly rental.

Beneficiary ldentification by Public AuthoritiesThe establishment of the eligibility of
beneficiaries will be the duty and the prerogative of the governmentThe same will be
announced prior to the implementation of the project Government will make the selection
of the allottees from amongst the eligible beneficiariesn a transparent and equitable
manner. This could be done either directly by public authories themselves or with the
assistance of and in collaboration with civil societies and NGOs.

Distribution: The housing stock will be transferred by the private sector to the government
or to an agency or individual allottees nominated by the government.

Payments by Allotteesthe allottees would be required to make monthly payment of a pre
determined amount to the private developer for a predetermined period of time.

Public Private Partnerships for Trunk Infrastructure The responsibility for the trunk
infrastructure and connectivity will be borne by the public sector. However, the
government could undertake the financing and implementation of the same through
separate PPP arrangements or directly
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Risk SharingIn this way the responsibility for land, subsidy, and trunk infrastructure will
be taken by the public authorities while the performance responsibility will be transferred
on the private sectorBid Parameter The private developers can be selected basech er-
unit-cost. The perunit-cost will in turn be in the form of the monthly rental payment that
the Developer will be allowed to recover from the Allottees. It would of course be
necessary again to griori prescribe the number of housing units to be praided together
with area, technical specifications and construction time period etc.

Table 6 :Risk Matrix : Model 6

Risk Allocation

Government Private Financial Beneficiary
Developers Institution
Land
Design
Construction

Maintenance
Financing
CostRecovery
Off-take

Trunk-Infrastructure

Credit Risk Not Applicable



Project Structure

Model 6 — Direct Relationship Rental Housing

Public
I Authority I
* Prepare technical guidelines * Set eligibility criteria for
* Empanelment of developer beneficiaries
* Provide land for development * Handover housing unit
* Design, build and finance
housing units
* Transfer housing unit
Private S
Beneficiaries
Deve|°per * Paymonthly rent
1 amount
Maintain
housing unit

Figure 12: The roles and responsibilities of the various stakeholders in Model 6

3.2 Comparative analysis across PPP models for affordable housing

A comparative analysis has been done in this section to outline the key aspectsto the
implementing agency, which are different across the various affordable housing PPP
models.

3.2.1 Scopeof Work
The key aspects related to scope afiork, which are different across modelshave been
summarized below:

- Designing and building of units:
The private developer will be responsible for designing and building of affordable housing
units across all models

- Maintenance of units:

In the first two models, the beneficiaries would do the maintenance whereas in the
remaining models he private developer is responsible for maintenance of the affordable
housing units.
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- Distribution of units:

In the first four models, the private developer would be responsible for transfer of housing
stock to the public authority, which in turn would hand over the units to the beneficiaries.
In the remaining models i.e. direct relationship housing models, the private developer
would be responsible for handover or allocation to beneficiaries

- Development mix:

The development mix would primarily include development of affordable housing across
all the models, except in the case of mixed development cross subsidized model where the
development mix would include development of high end housing or commercial
development along with affordable housing.

- Responsibility of trunk infrastructure:

The responsibility of the component identification for trunk infrastructure and providing
connectivity for the affordable housing units will be borne by the public authority in all the
six models

- Implementation of trunk infrastructure:

The design, implementation and development of the trunk infrastructure and providing
connectivity for the affordable housingunits would be done under a separate EPC or PPP
arrangement in all the six models

Table 7:Comparative Analysis based on scope of work

Parameters Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

Designing and

- . Privat i
Building of units rivate partner

Private partner Private partner Private partner Private partner Private partner

Maintenance of

. Beneficiaries
units

Beneficiaries Private partner Private partner Private partner Private partner

Distribution of
units

Private partner to
Public authority

Private partner to
Public authority

Private partner to
Public authority

Private partner to
Public authority

Private partner to
beneficiaries

Private partner to
beneficiaries

Affordable housing
& high-end
housing/
commercial
development

Development mix | Affordable housing Affordable housing | Affordable housing | Affordable housing | Affordable housing

Repsonsibility of

infrastructure

PPP arrangement

PPP arrangement

PPP arrangement

PPP arrangement

PPP arrangement

trunk Public authority Public authority Public authority Public authority Public authority Public authority
infrastructure
Imple".;_f:rtl:tlon of Separate EPC or Separate EPC or Separate EPC or Separate EPC or Separate EPC or Separate EPC or

PPP arrangement




3.2.2 Project Structure

The key aspects related to projecstructure, which are different acrossmodels, have been
summarized below:

- Land Provision:

Under all the models, land will be provided by public authorities on a long term lease
(preferably on a nominal lease rental) to the selected private developer

- LeasePeriod:

The lease term for all the mdels would be 30 to 99 years so that the private developer can
generate commensurate returns over a longer time period.

- Contract Period from Conditions Precedent:

The contract period for first two models will be only 24 years within which the developer
will be responsible and held accountable for designing, building and financing of affordable
housing stock and associated services and maintenance will be the responsibility of
beneficiaries whereas the contract period for rest of the four models will be foa period of
15-20 years since the private developer will also be responsible for maintenance post
construction of affordable housing units.

- Bid Parameter:

The bid parameter would differ across different models. In the first model, the bid
parameter would be lowest per unit cost (lowest lump sum amount) quoted by the private
developer. In the second model, the bid parameter would be the maximum number of units
to be built by the developer over and above the minimum no of units mandated by the
public authority as the goal of this model is to maximize affordable housing at minimum
cost to public authority. In the third model, the bid parameter would be lowest monthly/
yearly annuity amount to be paid by the public authority to the private developer. In the
fourth model, the bid parameter would either be lowest monthly/ yearly annuity amount
to be paid by the public authority to the private developer or lowest upfront capital grant
to be paid by the public authority to the private developer. In the fifth modelthe bid
parameter would be lowest monthly EMI or lowest lump sum, which will be paid to the
private developer by the beneficiaries. In the sixth model, the bid parameter would be
lowest monthly rent, which will be paid to the private developer by the benkciaries

- Off take Risk and Responsibility:

The off take responsibility will be borne by the public authority in the first 4 models
whereas the off take responsibility will be borne by the private developer in the remaining
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two direct relationship housing models. However, the risk can be shared between the
public authority and the private developer for models 2, 3 and 4.

- Performance Risk:

The performance risk would be invariably be borne by the private developer across all the
models.

Table 8: Comparative Analysis based on Project Structure

3.2.3 Financing Arrangements

The key aspects related to financingrrangements, which are different across model$yave
been summarized below:

- Financing:
In all the affordable housingmodels except one, the financing for the construction of the
housing units has to be arranged by the private developer. In annuity cum capital based
subsidized housing, the public authority will pay significant proportion of project cost (say
40-50%) to the private developer during the construction phase itself

- Recovery by developer:

Cost Recovery by developer would vary across different models. In 1st model, public
authority would pay a lump sum amount post satisfactory completion of construction of
the affordable housing units. In 2nd model, the private developer is expected to recoup its
costs via revenue generated from higlend housing or commercial development. In 3rd

























































