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1. SUMMARY

A. Introduction

This Project Memorandum is being submitted for authorization of the
third and final tranche of the Private Housing Finance for Low Income
Families Project (386-HG-Q02). HG-Q02 was approved in principal for $60
million in June 1984. To date there have been two authorizations
totaling $45 million (FY84 and FY85). The first installment of $20
million was disbursed in November 1985. All conditions precedent for the
$25 mi1lion second tranche have been met and borrowing is anticipated by
August 1986. If approved, this amendment will authorize the final $15
million in Housing Guaranty (HG) Toans under HG-002 to the Housing
Development Finance'Corporation Ltd. (HDFC).

This paper supplements the original Project Paper (HG-002 1984) and
the Project Memorandum for the second phase (HG-002/B 1985), evaluates

project progress to date and describes the program proposed for funding
* with the final tranche of HG-002.

B. Program Background

The Housing Development Finance Corporation, Ltd. (HDFC) is the
pioneer private housing finance institution in India. Since its
incorporation in the Jate 1970s, HDFC's performance and growth has been
remarkable. However, the importance of HDFC is not a consequence of its
current loan volumes but rather in its trail blazing role in the
privatization of home purchase finance in India.

AID's first Housing Guaranty (HG) in India was approved in 1981 with
HDFC as the implementing entity. The $30 million HG was authorized,
borrowed and disbursed in two phases and was compieted by mid 1984. The
final evaluation of HG-001, conducted in March 1985 by an independent-
consultant team, concliuded that HDFC had met all project objectives, was
clearly an innovative performer and provided the most suitable vehicle
for HG funding in support of the development of the housing finance
system in India. In June 1984, a $60 million multi-year Housing Guaranty
program (India HE-002) was approved. The first tranche of $20 million
was disbursed in November 1985. The $25 million second tranche, designed
to conform with recommendations in the March 1985 evaluation, was
authorized in July 1985, Tha Program Agreement for HG-002/B was signed
in November 1985 and full disbursement is expected by August 1986.

The final phase of HG-002 will provide additional financial support
for expansion and deepening of the private housing finance sector in
India. Expansion requires both the continued elaboration of the HDFC
branch network and the creation of additional private lenders. Deepening
involves support for development of ancillary components (e.g. new credit
and deposit instruments, insurance facilities, etc.) required by a market
oriented housing finance system.



. The Program

This final tranche of HG-002 is intended to provide additional
long-term capital to support the continued growth of HDFC, the innovator
and role model for private housing finance institutional development in
India. This phase of the program consists of authorization of a $15
miliion Housing Guaranty loan to HDFC. The proceeds of the Toan will be
used to reimburse HDFC for loans made to individuals and firms for the -
construction of housing for lower income households.

D. Recommendation

On the basis of the original Project Paper and the analysis
developed below, it is recommended that $15 million be authorized in FY
1986 as the third and final tranche of 386-HG-002, Private Housing
Finance for Low Income Families.
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II. Recent Developments in the Housing Finance Sector

A. Overview

The recently published Seventh Five Year Plan (1985-1990) provides a
framework for public sector action. As 1in the past, the Plan document
assigns the major responsibility for housing to the private sector
without a clear strategy for promoting such activity. However, the Plan
does indicate the need for a more d1vers1f1ed and responsive housing
finance system, which was not the G0I's stated view five years ago when
AID authorized its first HG in India. Still unresolved, however, are the
crucial issues of the role of the public versus the private sector in
housing finance intermediation and the commitment to remove major legal
barriers to housing, construction and finance. Additionally the critical
need for financial management training for the personnel required by a
more diversified system is not addressed.

The Plan proposes the creation of a National Housing Bank (NHB)
which, if structured appropriately, could develop a strategy to promote
privately managed housing finance institutions. However, recent
developments in the sector indicate India's propensity for public sector
dominance although the verdict is not yet in. The creation of a NHB as

well as other issues affecting the housing finance system development are
still being debated.

Despite the lack of a coherent set of regu]atory guidelines for the
creation of new housing f1nance jnstitutions, there is a burgeoning of
private firms fo]]ow1ng HDFC's approach to the provision of credit for
housing. HDFC itself is maintaining an annual growth rate in locan
approvals of around 30 percent, and it anticipates being in a position to
sp1n-off several regional branch offices into subsidiaries by 1990.

HDFC's corporate strategy also includes support of research activities to
promote a better understanding of the f1nanc1a1 implications of housing
policy, fiscal reforms, etc.

During this current period of public debate and considerable
confusion, the need for a strong voice advocating private management
approaches to housing finance system development is vital. HDFC provides
such a voice and AID support strengthens its advocacy efforts.

B. India's Seventh Five Year Plan

India's Seventh Five Year Plan (1985-1990) was published in October
1985. The housing demand figures remain staggeringly high: an estimated
16.2 million new units will be required during the Plan period in order
to keep the current deficit of 24.7 million units from increasing. The
Plan calls for a total housing investment of Rs. 314.5 billion {$26.2
bi1lion) which is substantially higher than the Rs. 129 billion ($10.75
billion) called -for in the Sixth Plan but less than the estimated amount
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needed to clear out the current deficit. Of this total projected
jnvestment, Rs. 24.58 billion ($2 billion) is to come from the public
sector and Rs. 290 biTlion ($24 billion), or over 90% of the total
investment, from the private sector, in particular the "household sector®.

With these basic statistics the Plan document concludes that, "There
is a need for radical orientation of all policies related to housing."
Housing finance, infrastructure development, application of low-cost
building technology and rent control policies are the areas noted for
focussed attention with the most crucial need being identified as "the

establishment of a proper and diversified institutional structure for
housing finance and contruction."

The public sector's role is seen as three-fold. “First... to
initiate steps to mobilize resources for the housing sector on an
adequate scale; second...to provide subsidized housing to segments of the
rural poor and to other economically weaker sections (EWS) of the
cormunity Iike slum dwellers and dock and plantation workers; and
third... to undertake land acquisition and development in urban areas and
provide house sites in rural areas.” State and local Housing Boards and
authorities are to concentrate on the latier activity and the Housing and
Urban Development Corparation (HUDCO) on the second activity. The
remaining demand is to be supplied through "a network of housing finance
institutions with an apex bank for refinance.”

The Plan earmarks Rs. 500 million {($41.6 million) as seed capital
for this apex housing finance institution - or National Housing Bank
{NHB). It is envisioned that, "The vast majority of house-seeking
individuals and families would have to be Tooked after through the
creation of locai Tevel housing finance societies. These societies would
raise deposits from the public, mainiy from the would-be house owners,

“and thus stimulate private savings. In addition, they should have access
to funds from the capital market through the intermediation of different
financial institutions. For this purpose it would be desirable to set up
a specialised housing finance institution. 1In course of time steps
should also be taken to develop a secondary mortgage market in housing.”

The underlying thrust of the Plan proposal is to increase the supply
of funds available for housing finance by tapping householid savings
rather than budget expenditures. The Plan, however, does not provide
guidance as to how this deposit/credit-network for housing finance w111
evoive. It takes the top-down approach whereby the c¢reation of an 'apex'
financing institution will somehow produce local level savings and Toan
sacieties which have the management, staff and know-how to develop,
market and implement deposit and home loan schemes. There are obvious
drawbacks to this approach.

The Plan's recommendation for-the creation of a NHB is currently
under debate. Such an statutory institution, if created and provided
with strong leadership, could promote housing finance system development
only if the re-financing function envisiored is complemented by: 1) the
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provision of training in housing finance operations, to supply the needed
personnel for local savings and loan organizations; 2) the establishment
of basic parameters and tools - a regulatory framework - for the
development of fipancially sound local institutions; and 3) the removal

of existing legal impediments to private housing construction and finance.

c. Recent Initiatives in the Sector

In addition to the publication of the Five Year Plan, the last year
has seen a number of actions and proposals which impact the housing
finance sector. Among these are: discussions in at least three States
about the creation of State Housing Finance Institutions with majority
public holdings; enabling of the Unit Trust of India (UTI), a mutual
fund, to engage in hiousing finance activities; a formal call by the
Ministry of Urban Development to classify housing as an "Industry” which
would dramatically increase the pool of capital accessible to the sector;
a Ministry of Finance request to the General Insurance Corporation (GIC)
to consider development of a mortgage insurance scheme; an increase to a
total of approximately 19 private firms which propose to offer housing
finance credit; GOI permission for a number of public sector corporations
to raise funds on the capital market at very favorable terms which in
turn make current private sector issues of non-convertible debentures
unattractive; proposed changes in income tax requlations Timiting
allowable deductions for interest payable on housing loans; and an
additional 10% stamp duty on property_ transactions in Maharastra.

What is clear from the above is that there is substantial interest
and activity related to housing finance, but a coherent strateay for
sector development is lacking. The following discussion highiights some
of the above points and indicates HDFC's influence in the sector. HDFC's
corporate strategy is detailed in the following section {II D).

Partially in response to demand and partially in anticipation of
finance from the proposed NHB, at least three States are actively
discussing the creation of State Housing Finance institutions. As
currently envisioned they would be public sector institutions which would
collect household savings and provide housing credit to state residents
and public sector employees, presumably at subsidized interest rates.

Each of these States has requested equity and/or technical assistance
from HOFC.

Given that many Indian States are larger than most countries, these
State-Tevel developments do not coincide with the Plan's proposal of
Jocal organizations. The state proposals portend the development of the
typical pubiic sector financing structure in India - similar to that of
HUDCO amd the State and local Housing Authorities. India's experience to
date indicates that this type of publically dominated structure js not
conducive to the development of financially sound state and local credit
institutions.



L -6~

The Unit Trust of India (UTI) is a mutual fund which prior to 1986
was prohibited by law from investment in housing. With affordable shares
(Rs. 10 face value) UTI has grown into India's major investor and is
still growing. 1In 1984/85 unit sales totalled Rs. 7.56 billion ($630
million), a 129 percent increase over the previous year, and unit capital
totalled Rs. 17.57 billion ($1.46 billion) as of June 30, 1985,

Dividends to shareholders were 14.25 percent. With the recent change in

UTI's enabiing legislation a major source of capital for private housing
finance activities has been opened.

In 1985 UTI started investigating the idea of promoting an HDFC-type .
institution based in Eastern India. HDFC assisted in this endeavor by
providing a feasibility study, drafting articles of incorporation,
training several UTI staff and offering equity participation.
Disappointingly this HDFC progeny did not materialize. UTI decided
against the undertaking citing the lack of trained manpower to staff such
an operation. However, UTI has entered into the housing finance arena.
Thus far it has moved Rs. 1 billion ($83.3 million) into housing: Rs.
400 million ($33.8 miilion) on deposit with HDFC and the balance into
police housing schemes in various states. HDFC now has a vacancy on

their Board of Directors and will be inviting the UTI Chairman to fill
this slot.

- The most strongly voiced need of the housing sector is that of
increased flows of affordable capital resources for housing. The current
GOI directives 1/ for investment in housing is inadequate to meet
demand. In calTling for the classification of housing as an "“Industry",
the Ministry-of Urban Development (MUD) has put -into formal chanmels an
option which has been suggested by HDFC and other housing advocates for a
number of- years. As an 'Industry’ housing institutions could access a
large pool of capital which, by definition, is currently off limits.

Such a classification could actually negate the need for a specialized
housing refinance facility since the refinancing function could be taken
up by one of several existing institutions such as the Industrial
Development Bank of India. Similar to the proposal for a NHB, this

proposal is currently under debate with basic disagreements among various
Ministries.

1/ GOI directives to banks and insurance companies are very specific.
For instance, the General Insurance Corporation's (GIC) investments in
1985 were diracted as follows: 20% to States for Housing, guaranteed at
9.75%; 15% to HUDCO, non- guaranteed at 11%; 10% in State Government
securities at 9.75%; 25% in GOI securities at 11.5%; and the remaining
30% at GIC dlscret10n.

Commercial banks are only allowed to invest 20% of their portfolio
at commercial rates of interest.
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A number of new private housing finance institutions have been
established in the past two years, and particularly over the last twelve
months. Annex 2 lists the names of nineteen such firms, as gleaned from
newspapers and announcements, half of which are located in the Bombay
region. Since there is no formal tracking mechanism or regulatory body
for housing finance institutions, it is not possibie fto know exactly how
many new firms have emerged. Thus, one of the roles of the centrally
funded USAID housing advisor (see Section IIIA) will be to monitor the
progress and needs of new firms engaging in housing finance activities.

The new private firms which have commenced housing finance
operations are replicating HDFC lending procedures, as indicated by their
application forms presented in Annex 3. \Unlike HDFC, however, most of
thase companies are ‘closely associated with private developers or leasing
companies; thus, they appear to be operating largely as a financing arm
of their parent companies. Most of these new mortgage finance outlets
are advertising lending rates at or above that of HDFC, and about six of
them have offered public equity issues. However, it is too early to
ascertain if they will be able to gain the public's confidence or
ultimately play a major role in shelter finance. To the extent that
these firms remain closely tied to a parent company's development
activities, the public may view them as too risky to feel comfortable
depositing their savings with them.

Dewan Housing Development Finance, Ltd., was the first of the
private mortgage finance companies to emerge pursuant to the HDFC model.
Dewan has been operational for only two years, during which time it has
received Toan applications for a total value of Rs. 63.8 million ($5.3
million). This volume of loan requests reflects a continuing demand in
India for mortgage credit; however, Dewan has disbursed less than
one-third of this amount due to its own resource constraints. While
Dewan has been successful in promoting its loan program, it has not
aggressively mobilized resources through deposits and other sources. 1In
fact, its level of disbursements about equais its share capital. For
Dewan and other private mortgage finance companies, greater emphasis will
need to be placed on domestic rescurce mobilization before they can begin
to play a significant role in India's housing finance market.

In late 1985 the Ministry of Finance (MOF)} requested that GIC
seriously consider the development of a mortgage insurance facility.
Mortgage insurance is crucial to the continued development of private
housing finance institutions which service a broad spectrum of income
groups. The fact that HDFC and its imitators use very conservative
underwriting standards is partially due to the fact that they must bear
the entire risk of default. In response to the MOF request, GIC together
with HOFC formed a task force to investigate the potential design of a
mortgage insurance facility suited to India. AID has provided some
technical assistance and US training for the HDFC staff mémbers invoived

in this effort. A recommendation from GIC to MOF can be expected by the
end of this year.
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The remaining items listed in the first paragraph of this section
can affect both the demand for and supply of private housing finance.
Increased duties/taxes on property transactions and Timitatjons on
deductions on interest on housing loans may cause a slump in the demand
for home loans until consumers adjust to these new factors. These
actions also effect the affordability of housing which in some cities,
1ike Bombay, is already beyond the reach of most of the population due to
the scarcity of land for private development. On the supply side, the
government's recent decision to permit and subsidize several large public
sector companies entrance into the capital market may dry up the demand
for private sector non-convertible debentures and may negatively impact
on HOFC's abiTity to attract one-year deposits.

The above examples are illustrative of the heightened public and
private activity in the housing finance sector in_India. Equally
apparent is the fact that the housing finance sector cannot be isolated
from India's macroeconomic policies and capital market development.
During this period of disparate activity, HDFC continues to solidify its
Teadership position in the field. HDFC is the model for private
companies which seek to enter the field and it is the most effective
advocate for the development of a socially responsive, privately managed
and financially sound housing finance system.

D. HDFC's Corporate Strategy

HDFC management puts considerable emphasis on keeping its hand on
the pulse of national and state deliberations affecting housing finance.
HDFC plans to continue working closely with authorities and promoting the
development of a financially viable sector. Its.corporate strategy is
based on a growth model which simultaneously addresses government

concerns for greater geographical dispersion of service facilities and
new nuclei of activity.

HDFC's corporate plan calls for stabilizing, its lending operations
at an average 25 percent per annum growth rate. The opening of new
office facilities is being accelerated with the view of having
representation in each state by 1989. Branches will be organized into
regional networks with the objective of spinning off several Regional
Offices into HDFC subsidiaries by 1990, the end of the current Five Year
Plan. HDFC's longer term strategy is to take on the role of a
development institution which promotes and supports independent,
autonomous, financially viable housirg finance corporations through the
provision of technical, financial and administrative support.

HDFC also proposes to support the research needed to promote sound
housing finance system development. Currently under consideration is the
sponsorship of a Research Chair on Housing and Urban Finance at the
National Institute of Public Finance and Policy (NIPFP) in Delhi. In the
Tonger term, HDFC proposes the creation of a new research institute in
New Bombay to deal specifically with housing and urban finarce issues.
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It is clear from the above that HDFC is aligning itself to
accomplish the objectives of the GOl's Plan for housing finance. Current
discussions with GOI officials outlining this corporate strategy most
certainiy will affect the outcome of ongoing public debates on system
development, The possible scenarios range from the creation of a
strongly public-sector-biased NHB which forces alterations in HDFC's
corporate strategy, to HDFC assuming the role of the proposed NHB but
with a private management orientation, to something in between. The fact
that HDFC is consulted by the various public agencies involved in the
current debate indicates that its views are being given serious
consideration. In supporting HDFC, AID clearly identifies itself with
the forces advocating a market oriented approach to system development.
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[II. Project Approach and Description

A. A.I1.D.'s Program Approach

Housing finance system development is seen as an important component
of the USAID capital market thrust in India. Support for the development
of a private, market oriented housing finance system complements the
USAID approach of enlarging the private share of the formal capital
market currently dominated by the public sector. Given the size of the
sector and the resources available, USAID's program is by necessity and
design catalytic in nature.

The HG-002 project apprvach is two-pronged: (1) to employ HDFC as a
conduit to support development of a viable housing finance system through
a broadening and deepening of its market penetration and as an
institutional role model; and (2} to provide technical assistance for
training and studies directed towards financial deepening.

The capital resource {HG) and training portions of HG-002 are
progressing more rapidly than anticipated in the original Project Paper
while the technical assistance component geared toward longer term
housing finance strategy development is behind schedule. The phased HG
authorizations have been accelerated due to HDFC's performance in
servicing Tower income households, develaping new finance facilities and
overall growth. Centrally funded technical assistance to HDFC for
training and study of housing finance systems has kept pace with HDFC's
needs. The recently signed $135,000 Grant Agreement with HDFC will be
used for in-house training programs, short-term study tours and technical
assistance, as requested, inciuding HBFC's computerization program.

It has taken longer than anticipated to place a resident advisor
within USAID to: provide analyses on various aspects of housing finance
development and its relationship to capital market development; monitor
the progress and needs of new private firms engaging in-housing finance
activities; assess the extent of the private corporate sector's efforts
in the housing sector; and assist in the development of housing finance
training strategies and a longer term AID sector strategy. A resident
advisor has now been selected and, assuming all c¢learances are received,
will arrive in Delhi in July 1986. This centrally funded economist will
work within the Mission's Technology and Enterprise Development Office.
He will have access to specific expertise (i.e., development of default
risk premiums, feasibility of secondary market development, etc.) through
a support contract currentiy in the contract negotiation stage.

In terms of future project development, initial work has been done
on assessing the potential of cooperative housing finance societies to
take an active role in the private housing finance system. The largest
of these societies, the Maharashtra Cooperative Housing Finance Society
(MCHFS), has been identified for more detailed analysis. MCHFS is a
private institution, having purchased the equity formerly held by the
public sector. It has been responsive to AIB's suggestions to adopt a
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more market~oriented approach in their operations by diversifying their
resource base and improving loan coliections. RHUDO/Bangkok has
maintained a positive relationship with MCHFS and is in the process of
conducting a detailed financial analysis of their operations. Future HG
project development will be guided by RHUDO and resident advisor
investigations of the private cooperative and corporate sectors, and an
assessment of the outcomes of current GOI policy debates.

Meanwhile, HDFC has been able to augment its position to positively
affect the development of a market oriented housing finance system. This
Project Memorandum proposes the authorization of the final HG-002 $15
million tranche be directed toward HDFC as described below. HDFC remains
the only effective ,innovator and model for retail housing finance
institutions. This fact combined with the uncertainty of system design
as currently being debated makes AID's program and policy impact through
continued association with HDFC higher than with any other existing
firm. Finally, HDFC needs additional capital resources to sustain its
growth in Toan operations. The $15 million HG proposed here represents a
declining proportion of HDFC's resource requirements but will provide a
needed cushion of alternative long term capital as HDFC strives to
maintain its demand-driven approach to housing finance.

B. Project Goal and Objectives

The long-term.goal of this program, as enunciated in the initial
Project Paper (Private Housing Finance for Low-Income Families,
386-HG-002), is to assist in the development of a fully functioning
housing finance system in India which raises 1ts capital internally and
which makes long-term shelter finance available to households with a wide
range of income levels, inciuding lower income households. The first
step in this process was to demonstrate the commercial feasibility of

- private mortgage lending for low-income househoids. The second step was

to show that government policies and practices could promote HDFC's
development without violating other public objectives.

The third step, which will be assisted by this project, is to
support an environment which encourages housing finance systems
development by increasing HDFC's branch network and mortgage volumes, by
experimenting with new deposit and mortgage facilities and by expanding
the HDFC experiment through other private mortgage lenders.. A fourth
level of development, the establishment of the prerequisites of a
secondary market, can be no more than initiated with this project.

The objectives particular to this project are:

(1) To assist the continuing expansion of HDFC's Joan volumes,
resource mobilization, and geographic distribution while maintaining its .
financial viability;

(2) To encourage HDFC to develop and implement new facilities
calculated to increase the number of low-income borrowers able to
purchase homes and the number of individual depositors; and,



n

- 12 -

(3} To assist HDFC to help other private mortgage lenders develop
in a manner similar to HDFC.

C. - Project Inputs

To assist HDFC's expansion and to support its activities related to
development of new financial instruments and housing finance
institutions, this final phase of HG-002 will provide capital input in
the form of $15 million in HG funds converted to rupees for HDFC
lending. HG financing will be used for:

(1) Individual housing loans and those portions of corporate
loans (to a maximum of 40 percent of eligible disbursements) originated
by HDFC for househglds with incomes below the urban median {defined as
1800 Rs/month in Bombay and 1500 Rs/month elsewhere);

(2) Activities undertaken by HDFC to spawn and support new
housing finance institutions; and

(3} Development of new mortgage and deposit instruments.

D. Project Outputs

The $15 million in HG financing will produce approximately 8,802 new
housing units for below median income households. This estimate is based
on 40 percent of the HG proceeds going for corporate housing programs
(5,025 units) and an average low income individual loan of Rs. 27,000
{3,777 units). This phase of the project wiil also resuit in the
development of at least onme new HDFC facility for attracting deposits
and/or extending mortgage credit and continued HDFC support for the
incorporation of a new rural housing finance institution in Gujarat
State. The HG loan will leverage approximately $20 million in local
resources directed to housing through individual downpayments and
corporate contributions to housing schemes.
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IV. Updated Evaluation and Analysis of HDFC

A, Overview

As a company, not just as a housing finance institution, HDFC is a
unique organization. HDFC has a young, energetic staff; and the company
has created professional opportunities for women as well as men. The
average age of HDFC staff employees is 28; and of its 426 employees, 320
are male and 106 are female. HDFC has a public image of being vibrant,
honest and astute. It publishes an upbeat quarterly company newsletter,
sponsors employee awards, and organizes sporting events and cultural
activities for the staff. HDFC has developed a customer relations
training seminar which is being requested by other financial
institutions. Its young managers frequently contribute articles to the
national press and several business journals have run features on the
'"HDFC success story' (see Annex 4).

This type of publicity, however, hides some of the difficulties that
accompany rapid growth, especially in a rigid requlatory environment.
HDFC is behind in its goal of automating its loan accounting and
management information systems, decentralizing loan approval and
disbursement authority, and mobilizing individual household deposits.
These lags have efficiency and rate of growth implications but they are
problematic rather than critical. As discussed below, HDFC has begun to
address these problems.

Computerization:

Full automation of HDFC's accounting and management systems has been
delayed by changed requirements of user departments., personnel problems
and the rapidity of changes in the computer industry due to general
technoloqy development and opening up of the industry by the new
government. HDFC's original plan of having a central system accessible
to all branches through remote terminals had to be discarded due to the
poor national telephone network. In 1982, HDFC automated its loan
approval process but found the resulting information inadequate to meet
various management and marketing needs. Thus, HDFC management has
conducted a departmental survey of information needs, hired a new
computer specialist, designed a basic computer training course to be
given to all HDFC personnel, and is developing a phased plan for
computerizing their branch operations. In order to assist HDFC in their
efforts, the recently signed PRE/H funded Limited Scope Grant Agreement
includes assistance for software development.

Decentralization:

Decentralization of HDFC decision-making authority has been
recommended since late 1983, but management has been cautious in its
implementation. Although the profit center approach to branch operations
has been in place since 1984/85, final decisions on all loan approvals
and jssuance of all disbursement checks still come from the central
office. The current HDFC network receives some 2,000 applications and
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issues some 5,000 disbursement checks per month. This level of activity
taxes the current system's ability to provide efficient service to its
clients. As a result, HDFC recently set in motion a phased plan for
decentralization of these activities. The oldest branch offices
(Bangalore, Pune and Madras) will receive check signing authority by dJuly
1, 1986, and after an initial trial period the remaining branches will
start assuming this responsibility. For loan approvals, committees
comprised of head office and branch personnel are being formed to review
and approve loan applications. These committees will meet at the various
branches every two weeks and over time head office staff will withdraw
from the process. The target set by HDFC management is to have the loan
approval process largely decentralized by mid-1987.

Household Deposits:

HDFC resource mobilization efforts have been exemplary; however,
household deposits have lagged behind expectations. While the level of
overall deposits maintains an upward trend, household deposits are not
expected to contribute significantly in near future. HDFC will be forced
to rely increasingly on long~term borrowings {loans and bonds)} which are
affected in part by credit allocations by the government.

As noted earilier, the recent GQI Five Year Plan calls for increased
mobilization of funds for housing from the househoid sector. While HDFC
deposit terms are comparable or better than the nationalized commercial
banks, its individual deposit schemes face stiff competition. The
government currently soaks up considerable potential household deposits
through its Public Provident Fund and National Savings Certificates which
offer attractive terms, and UTI declared a 14.25 percent dividend in
1985, The majority of untapped household savings are believed to be in
the rural -areas and accessing this widely dispersed souce of funds
requires considerable administrative investment.

Although HDFC has doubled its deposit agent network 2/ in the last
year, and now has some 3,000 agents, the anticipated household deposits
have not been forthcoming. In response to this lag HDFC plans to appoint
a senior level staff person to develop the necessary organizational
structure and marketing strategy to tap household savings. HDFC already
has a Loan Linked-Deposit scheme and its more recent Home Savirigs Plan
both of which tie individual deposits to subsequent home loans. These
facilities, together with an advertising campaign which adopts an
educational approach to cultivate a habit to save specifically for
housing, are gajning acceptance by the public and may point the direction
for future HDFC efforts. )

2/ HDFC's agent network was described in some detail in the Projecf
Memorandum for 386-HG-002/B. Essentially, HOFC has established a system
of paying brokerage fees to agents who bring in new deposits.
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Until HDFC receives a more positive response from individual
depositors, it will have to continue to rely on other sources for its
resource needs. In terms of institutional and corporate depositors, HDFC
is studying the market and will make efforts to segment the market,
define investor needs and offer suitable instruments. It is clear HDFC
will have to make increased efforts to offer an array of facilities to
attract needed resources. To this end, this phase of the HG-002 will
provide HDFC with needed funds to maintain its growth rate while it
develops new deposit instruments.

B. HDFC Project Performance

HG-002 is a three-phased $60 miilion program which was approved in
principal in June 1984. While the 1981 HG-001 was designed as a pilot
institutional development project, HG-002 promoted institutional
expansion through accelerated but stable financial growth of HDFC's
network and more active pursuit of lower income client groups.

The initial phase of HG-002 Project Agreement called for
continuation of the HG-001 standard provisions and the requirement for
HDFC to develop annual Tow income action plans. It also stipulated the
following: submittal of a HDFC corporate plan; no more than 44 percent
of the HG resources could be disbursed against corporate loans for low
income housing; 15 percent of the HG disbursement had to be for special
projects designed for Tower income groups; and collection of housing
policy statements from HG eligible corporate sub-borrowers.

The HG-002/B design took into account the findings of the evaluation
of HG~001 which included a review of the progress of the %pecial Tow
income initiative portion of HG-002/A. The evaluation team concluded
that special initiatives tended to be disproportionately burdensome and
not replicable on a significant scale. The recommended alternative was
to promote more systematic measures which could be integrated into the
company's overall Jending operations, such as experimentation with new
lending instruments which would attract a broader range of income
groups. Additionally HG-002/B expanded the scope of the project from an
institutijonal to a systems development effort. Thus the conditions of
the $25 million HG-002/B Agreement abandoned the special initiative
program, called for HDFC to experiment with the development of new
mortgage instruments and expanded HG eligible expenditures to include
HDFC activities which supported the development of new housing finance
institutions such as the proposed rural housing finance institution in
Gujarat and the UTI proposal for Eastern India.

HG-002/A was authorized in June 1984. HDFC satisfactorily completed
project conditions and went to the US capital market in the fall of 1985
resuiting in a negotiated $20 miliion HG Toan agreement and full
disbursement in November 1985. The project provided financing for some
10,037 units. .Of the loan proceeds, 56.4 percent was used for low income
jndividual loans (5,166 units), 29.2 percent for those portions of
corporate subloans for lower income emplioyee housing (3,159 units), 12.6
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percent for special lTow income initiative projects (1,712 units) and 1.8
percent for eligible lender selection and loan transaction costs. While
HDFC had not disbursed up to 15 percent of the loan amount for special
initiative activities, HDFC carried out the spirit of the program. Thus
the HG disbursement was approved based on the following: AID's approval
of HDFC Board sanctioned special projects totalling Rs. 50.24 million
($4.2 million or 21 percent of the HG amount); lack of requests for
disbursement in the two HDFC financed, public sector implemented
projects; agreemeni by HDFC to honor these remaining special initiative
loan commitments from its other resources when disbursement is requested.

Having completed HG-002/A, HDFC has moved swiftly on HG-002/B.
Eligible corporate subloan disbursements increased markedly in late FY
1985, and by April HDFC had fully disbursed the HG-002/B eligibie amount
($10 million or 40% of $25 million) in this category. The percentage of
HDFC low income loan disbursements to total individual Toan disbursements
decreased from 15 percent under HG-002/A to 11.5 percent under HG-002/B,
however the absolute number of lower income households being provided
with HDFC loans is not declining. Buring the period Januaty through
March 1986, HDFC was disbursing an average of Rs. 9.2 million ($766,666)
per month to HG eligible individual Tow income clients.

Within the past year HDFC commenced its new Home Savings Plan (HSP),
a deposit linked facility which offers housing loans at a below market
rate (8.5%) after an initial period of making regular savings deposits at
below market rate (6%), and developed a new Step-up Repayment Facility
(SURF}. July 1986 is the target introduction date for SURF, which
factors in a client's future as well as current loan repayment capacity
thereby increasing the client's eligible loan amount and decreasing
his/her downpayment. By integrating these types of new lending
facilities into HDFC's overall operations, it is anticipated that over
time more Jower income households will be attracted to HDFC services.

In terms of direct assistance for the c¢reation of new housing
finance institutions, HDFC worked closely on the development of an
Eastern Regional Housing Finance Company until the initiative was .
abandoned by UTI. Promotignal activities for the Gujarat Rural Housing
Finance Corporation have resumed after a waiting period caused by the
unrest in Gujarat State in late 1984.

In all the HG Toans to HDFC there has been a clear emphasis on
promotion of lending to lTower income households through the types of
1oans provided and overall expansion, or outreach, of HDFC's network.
HDFC's primary clients come from India’s middle class. Lower income
households have public vehicles for home purchase, albeit drastically
short of demand. What AID has successfully advocated is that HDFC can
also serve some portion of the lower income community thereby providing
an alternative to public housing.

How far down the income scale HDFC can go varies with location and
depends on the Toan facility offered. Over time HDFC has developed a
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variety of mechanisms offering an array of options: 1)various individual
loan programs; 2) Tine of credit options in which the employers can
design the housing-loan package; and 3) loans for construction of on-site
employee housing. The lowest income beneficiaries are reached most
effectively in reverse order of their presentation above. This is
primarily due to employee benefits offered through or by companies and
corporations by means of reduced interest rates for on-lending or the
provision of work-related housing.

As evidenced in HG-002/A, HDFC has been willing to experiment with
special projects targetted to meet the needs of households which normaily
would not be served by the formal housing finance system due to location
and/or income level. In one such case HDFC co-financed a rural housing
project involving 44 villages. This pilot project, started in 1984,
currently has a 20 percent default rate which is considered good by rural
credit standards in India but out of Tine with HDFC's default rate of .3
percent. This and other special low income initiative prajects are often
small and time consuming and do not seem to provide HDFC with a mechanism
it can afford to replicate on a significant scale.

While HDFC continues to learn from special projects, the current
thrust is to design and promote new mortgage instruments which make
housing finance more affordable to lower income groups. Once tested and
refined these instruments can be marketed nation-wide and administered
through the company’s standard operational mechanisms. While the
effectiveness of the instruments currently being developed (SURF) and
tested (HSP)} can be assessed only after completion of an initial trial
period, HBFC's current facilities do not exclude lower income
households, This is evidenced by the fact that while the overall number
of units financed by HDFC-in FY 1984/85 increased less than one percent,

there was a four percent increase in the number of lower income units
financed.

~ In seeking expanded geographic outreach by HDFC, HG-002 set a target
of one new office opening every 18 months. HDFC has surpassed this
target and is clearly making considerable efforts to increase the
accessibility of its services to a broader clientel.

In FY 1984/85, HDFC opened three new branch offices in the north
{Lucknow, Jaipur and Indore), moved their Bombay suburd branch {Dadar) to
a larger facility (Parel), and leased ground floor space for better
client servicing at the head office in Bombay. Office locales in
Bhubaneswar, Guwahati and Chandigarh have been identified and requisite
staff are being trained for the opening of these branches in 1986. This
will increase HDFC branch coverage to 14 States and represents a major
piash in eastern India, the most economically backward Region of the
country (see Figure I).

HDFC branch offices serve not only the city but aiso the area within
which they are lacated. By March 1986, HDFC had clients in 445 towns and
cities throughout the country. There are currently three towns which
constitute as much as 30 percent of the loan originations from their

servicing branches; thus, HOFC is considering plans to establish separate
offices in these locales.



L
GUIlsRaT

CQa

- 18 -

Figure 1

The HDFC Branch Network
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C. HDFC Financial Analysis

Overview of Past Performance:

Through sound management and aggressive marketing, HDFC has
continued the rapid expansion of its operations. Table 1 highiights key
indicators of its growth over the last four fiscal years.

As Table 1 shows, by the end of FY 1984/85, HDFC's outstanding loan
volume was Rs. 2.3 billion ($191.6 million), or more than a four-fold
increase from three years earlier. Qutstanding loans have increased by
an average of nearly Rs. 600 million ($50 milljon) annually. This
increase in loan activity was possible due to the growth in funds HDFC
mobilized for on-lending purposes, which rose from Rs. 567 million ($47.2

million) in 1981/82 to nearly Rs. 2.9 billion ($241.7 million) by the end
of 1984/85,

HDFC mobilizes funds for on-lending from two principal sources:
long-term borrowings (including bonds, institutional loans and Housing
Guaranty loans) and deposits. At year-end 1984/85, deposits accounted
for 62 percent of HOFC's total loan funds, with the balance derived from
various lenders and bond sales. When HG funds are excluded, deposits
account for nearly 70 percent of total available funds, indicating that
HDFC has been successful in mobilizing domestic savings. Over the last
four years, deposits grew at an average annual rate of 80 percent,

reaching a total value of Rs. 1.8 billion ($150 million) at the end of
the last fiscal year.

This impressive growth in HDFC's deposits can be attributed to its
aggressive outreach to potential customers and to the broadening of its
.deposit base. However, HDFC's principal deposits have been from
corporate accounts which represented 85 percent of all deposits in June
1984, For attracting individual depositors, HDFC increased its efforts
to mobilize deposits through the development of an 'agent network' and
through such programs as its Loan-Linked Deposit (LLD) scheme and Home
Savings Plan (HSP). By promoting 'savings for housing' programs, HDFC
emphasizes the non-financial benefits to potential customers of opening
an account with HOFC, such as its ability to honor a loan commitment for
home purchasehi/ This strategy appears to be taking hold, since HDFC's
LLD scheme experienced an eight-fold increase over the last four years.
HG financing played a role in sustaining this deposit growth, as the
availability of HG-generated lcan funds provided HDFC with needed
resources to disburse against its loan commitments - thus enhancing the
public's confidence in the company.

3/ In India, having a loan commitment honored by a financial institution
Ts not necessarily a foregone conclusion. State-owned mortgage
institutions are dependent on budget allocations to housing, and because
of reductions in sheiter allocations, these institutions have commonily
failed to honor their loan commitments. For borrowers who have incurred
other costs in anticipation of purchasing a home (e.g., sale of assets,
purchase of land, etc.), this situation can result in high financial and
opportunity costs.



Table 1

KEY GROWTH INDICATORS, 1981/82 - 1984/85

Total loan funds .
Percent growth

Total deposits
Percent growth

Long-term borrowings
Percent growth

Total loans
outstanding
Percent growth

Annual approvals
Percent growth

Annual disbursements
Percent growth

Number of units
approved for loans
Average loan per
unit (Rs.)

(Mi1lions of Rupees)

1981/82

567.0
82.3%

398.7
124.0%

168.3
26.5%

563.9
89.1%

466.2
38.5%

297.9
41.9%

12,403

37,588

1982/83
1,070.5
88.8%

670.7
68.2%

399.8

137.6%

985.3
74.7%

761.1
63.3%

478.4
60.6%

19,472

39,087

1983/84
1,994.6
86.3%

1,198.2
78.6%

796.4
99.2%

1,611.7
63.6%

1,028.8
35.2%

748.9
56.5%

27,379

37,576

1984/85
2,856.6
43.2%

1,776.6
48.3%

1,080.1
35.6%

. 2,346.9

45.0%

1,345.8
30.8%

932.4
24.5%

27,645

48,681
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Naturally, the expansion of HDFC's resource base has made it possible
to finance an increasing number of housing units. From a total of 12,400
units in 1981/82, HDFC approved loans for 27,400 units in 1983/84.
Between 1983/84 and 1984/85, the growth in the number of approved units
for financing remained essentially flat. Based on loan activity during
the first half of the current fiscal year, however, the number of units

approved for financing should rise to approximately 36,300 units by
year-end. :

It is noteworthy that between 1981/82 and year-end 1985, the average
loan value per unit has risen only modestly, at an approximate annual

growth rate of 7 percent. This rate of increase is below India's overall
rate of inflation. -

A major contributing factor to HDFC's growth has been its prudent
management and fiscal soundness. Table 2 provides highlights of HDFC's
financial performance over the last four fiscal years.

Consistently, HDFC has realized a net income, with an average annual
increase of 46 percent in its profit after taxes. The corporation's

return on equity also jumped sharply, from 14.7 percent in 1981/82 to
24.8 percent in 1984/85.

The gross spread between HDFC's cost of funds and return on loans
averaged 2.6 percent over four years, with a more recent trend towards
modestly greater spreads. Loan arrearages remain remarkably low, at
about .3 percent. Staff expenses as a percent of total income have
falien, from 3.9 percent to 2.5 percent between 1981/82 and 1984/85,
reflecting greater operational efficiency even during a period of rapid
expansion whicn inciuded the opening of new branches.

HDFC maintained a good liquidity position, as evidenced by its
working capital ratio which remained over 3:1. -Additionaily, it has not
become over-indebted, but has maintained a manageable debt-to-equity
ratio. In 1981/82, this ratio was 4.6:1; by the end of the jast fiscal
year, it had risen to 13.8:1. Most of the corporation's indebtedness is
on a long-term basis, and this increase in the debt/equity ratio is
consistent with the normal growth pattern of finance institutions.
Moreover, it is well below the allowabie 25:1 ratio for savings and loan
assuciations in the U.S., and below the 17.5:1 ceiling imposed by the
International Finance Corporation.

As would be expected, HDFC's asset base grew, from Rs. 741 million
($61.8 mi1lion) in 1981/82 to Rs. 3.3 billion ($275 miiiion) by the end
of 1984/85. HDFC's equity or net worth was 6.6 percent of assets at
year-end 1984/85.



INDICATORS OF FINANCIAL PERFORMANCE, 1981/82 - 1984/85

Profit after taxes
Percent growth

Yalue of assets
Yalue of equity*
Percent equity

Debt/equity ratio
Working capital
ratio

Staff expenses as
% of total income

Return on equity
(profit/reserves
and capital)

Return on loans

Cost of funds
Gross spread

* Equity is equal

Fy
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Table 2

(Mi1lions of Rupees)

1981/82
18.2
58.3%

741.0

47.5
6.4%

4.6

3.1
3.9%

14.7%

12.44%
10.72%
1.72%

reserve and

1982/83
28.9
58.7%

1,298.8
85.2

6.6%
7.5

3.2

3.2%

20.3%

13.46%
10.41%.
3.04%

surplus, as shown

1983/84

38.7
34.1%
2,300.0
138.6
6.0%
11.8

3.8

2.9%

22.9%

13.57%
11.23%
2.34%

1984/85
51.5
33.0%

3,283.9

215.6
5.6%
13.8

3.3

2.5%

24.8%

13.88%
10.75%
3.13%

on HDFC's balance sheet.
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As a result of this sound financial performance, HDFC has enaoyed
growing credibility in India's capital markets. In FY 1983/84, HDFC's
first public bond offering - for Rs. 100 miilion ($8.3 mllTion) - was
oversubscribed; in 1984/85, a second offering of equal va]ue was
similarly oversubscribed; and in the current year, HDFC's initial offer
for Rs. 75 million was 1ncreased to Rs. 100 miilion to satisfy demand.

Financial Projections:

In 1980, HDFC had been operational for only two years, though it had
gained sufficient recognition and credibility to enable it to tap the
pent-up demand for its services. Thus, it grew rapidly over the next
coupie of years. As would be expected, its growth rate has begun to
level off, as reflected in Table 1.

Over the next four years, HDFC is expected to continue its steady
growth, but at a slower, more even pace than in pr1or years - though by
any standard its proaected growth is still impressive. Moreover, HDFC's
management should benefit from a more evenly paced rate of expansion,

a110w1ng it to consolidate past gains and maintain control over future
expansion,

Table 3 highlights key indicators of HDFC's projected growth between
1985/86 and 1988/89. HDFC's portfolio of outstanding loans will increase
by an annual average of about 38 percent, reflecting the anticipated
increase in loan funds mobilized by HDFC for on-lending. Long-term
domestic borrowings are expected to increase by 44 percent annually,
including drawdowns of HG funds.4/

Deposits will continue to grow but at a much siower pace than in
previous years, with annual increases leveling off at about 30 percent by.
1987/88 By 1988/89, deposits will acceount for about 60 percent of
HDFC's domestically-mobilized lcan funds, based on current trends and
HDFC's projections. This represents a drop from 70 percent in 1984/85.
This situation does not jeapordize HDFC's financial viability, but this
lower deposit ratio does increase HDFC's overall cost of funds., HDFC is
aware of this problem, and is considering various means to regain its
past momentum i mobilizing deposits.

Loan approvals are projected to eventually level off at around a 30
percent annual growth rate. The backlog in undisbursed sanctioned loans,
however, will continue to grow as sanctions continue to outpace
disbursements which ‘underscores HDFC's need for additional resources.
Nevertheless, HDFC will continue to finance an ever-increasing number of
units each year, reaching over 62,000 units in 1988/89.

4/ These projections assume HG drawdowns of $20 miilion in 1985/86, $25
“million in 1986/87, and $15 million in 1987/88., Conceivably, HDFC could
borrow these funds at a faster pace (e.g., $45 mitlion in 1985/86 and $15
mitlion in 1986/87).
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Table 3

KEY GROWTH INDICATORS, 1985/86 - 1988/89

Tot. Toan funds
Percent growth

L-term borrowings

Percent growth

Total deposits
Percent growth

Total loans
outstanding
Percent growth

Annual approvals
Percent growth

Annual dis-
bursements
Percent growth

Number of units
app. for loans
Average loan per
unit (Rs.)

(MiT1ions of Rupees)

1985/86

3,966.6
38.9%

1,570.1
45.4%

2,396.6
34.9%

3,400.6
44.9%

1,800.0
33.7%

1,340.0
43.7%

36,340
. 49,532

1986/87

5,416.6
36.6%

2,320.1
47.8%

3,096.6
29,2%

4,685.7
37.2%

2,290.0
27.2%

1,700.0
26.9%

42,865
53,424

1987/88

7,276.6
34.3%

3,250.1
40.1%

4,026.6
30,0%

6,314.1
34.8%

2,860.0
24.9%

2,200.0
29.4%

49,635
57,621

1988/89

9,983.4
37.2%

4,693.3
44,4%

5,290, 1
31.4%

8,477.0
34.3%

3,678.6
28.6%

2,933.3
33.3%

59,191
62,148
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HDFC's projected financial performance sustains and furthers its
achievements during the first half of the 1980s, as shown in Table 4.
Net profit after taxes will increase by an average of 9.8 percent
annually, from Rs, 51.5 miliion ($4.3 million) in 1984/85 to Rs. 74.6
million ($6.2 million) in 1988/89. The corporation's assets will
similarly grow, more than tripling in value between 1984/85 and 1988/89
to reach Rs. 11.1 billion {$91.7 million).

In terms of iiquidity, HDFC will maintain a solid working capital
ratio hovering around 3:1 each year. The corporation’s debt-to-equity
ratio will remain fairly constant, at about 12:1 over the next three
years, with a projected jump to 17.6:1 in 1988/89. These projections of
HDFC's debt/equity ratio take into account the company's plans to issue

Rs. 100,000,000 {($8.3 million) in new equity shares during the first half
of FY 1986/87.

Consistent with its past performance, it is anticipated that HDFC
will continué to manage itself efficiently; thus, staff expenses as a
percent of total income should remain on the low side, at about 2.4
percent. HDFC's greater reliance on higher cost borrowings rather than
lower cost deposits will reduce its spread on loans, from an average 2.6
percent the last four years to 2 percent between 1985/86 through
1988/89. This reduction in its loan spread will also have an impact on
its return on equity, though it will still average a 13.7 percent return
over the next four years. :
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Table 4

INDICATORS QF FINANCIAL PERFORMANCE, 1985/86 - 1988/89

(Millions of Rupeas)

1985/86
Profit after tax 55.0
Percent growth 6.8%
Value of assets 4,742.0
Yalue of equity 525.3
Percent equity 11.1%

Debt/equity ratio 11.4
Working capital

ratio 3.5
Staff expenses as

% of total income 2.4%
Return on equity
{profit/reserves

and capital) 15.8%
Return on loans 13.50%
Cost of funds 11.14%

Net spread 2,36%

1986/87

59.0
7.4%

6,354.6
533.8

8.4%
11.3
3.0

2.4%

12.3%

-13.50%
11.62%
1.88%

1987/88

70.4
19.3%

8,404.3
666.3

7.9%
13.9
2.7

2.4%

13.5%

13.50%
11.66%
1.84%

1988/89

74.6
5.9%

11,098.8

582.6
5.2%

17.6

2.4

2.4%

13.1%

13.50%
11.69%
1.81%
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0. Conclusion

With the proposed authorization of the final tranche of HG-002,
HDFC's total borrowing from the Housing Guaranty facility in the 1980s
will amount to $90 million. Although this represents a significant level
of assistance to a single institution, the real and long-term impact of
this assistance has been in the areas of institutional and shelter sector
policy development, and not on HDFC's financial operations per se.

From a financial perspective, HG funds have accounted for a
decreasing share of the funds HDFC has mobilized, and they have nominally
added to HDFC's income flow. In 1982/83, the first HG drawdown of $20
million represented nearly 40 percent of the funds HDFC mobilized that
year for on-lending; but in 1987/88, the year in which this final tranche
is projected to be disbursed, HG funds will represent less than 10
percent of the projected net increase in HDFC's Toan funds. In terms of
HDOFC's pre~tax profits, HG funds will have accounted for less than 3
percent of HDFC's income between 1981/82 and 1987/88 - the period during
which HDFC will have borrowed under the HG program. Thus, HDFC is not
relying on HG funding to ensure its financial viability.

At the same time, the HG program has played a key role in HDFC's
growth and its continued attention to the needs of lower income
borrowers. Since inception, the demand for HDFC's mortgage loans has
outpaced its avajlable funds, and the full $30 million in HG funds will
ultimately enable HDFC to finance an estimated 51,000 Tow-income units
for which it would otherwise not have had the resources. In this regard,
HG funds have contributed to the public's confidence in the corporation,
since HDFC has been able to honor loan commitments in a timely manner,

In turn, this public confidence has contributed to HDFC's ability to
mobilize savings and leverage other domestic resources.

AID's support for HDFC has also enhanced HDFC's credibility with the
GOI which has created opportunities for HDFC to bring about positive
changes in national shelter and finance policies. These changes focus
greater attention on shelter needs and foster an environment for private
sector participation in financing these needs. Perhaps the best evidence
of this {s the emergence in the last two years of private finance
companies which are closely modelled after HDFC. Without a doubt, HDFC
continues to be instrumental in demonstrating the feasibility and
desirability of market-oriented solutions to India's sheiter problems.



ANNEX 1
THE HOUSING GUARANTY PROGRAM
STATUTORY CHECKLIST

ANSWER YES OR NO PUT
PP PAGE REFERENCES
AND/QR EXPLANATIONS
WHERE APPROPRIATE

General Criteria Under HG Statutory Authority.

Section 221(a}
Will the proposed project further one or more
of the following policy goals?

(1) 1is intended to increase the availability of Yes
domestic financing by demonstrating to
local entrepreneurs and institutions that
providing Tow-cost housing is financially
viable;

(2) is intended to assist in marshalling Yes
resources for low-cost housing;

(3) supports a pilot project for iow-cost Yes
. shelter, or is intended to have a maximum
demonstration impact on local institutions
and national; and/or;

t4) is intended to have a long run goal to Yes
develop domestic construction capabilities
and stimulate local credit institutions to
make available domestic capital and other
management and technological resources
required for low-cost shelter programs and
policies?

Section 222(a}

WiTl the 7ssuance of this guaranty cause the No
total face amount of guaranties jssued and

outstanding at this time fo be in excess of
$1,958,000,0007
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annex 1 (2)

ANSWER YES OR NO PUT
PP PAGE REFERENCES
AND/OR EXPLANATIONS
WHERE APPROPRIATE

Will the guaranty be issued prior to September
30, 19867

Section 222(b)

Wiil the proposed guaranty result in activities
which emphasize:

(1) projects providing improved home sites to
- poor families on which to build shelter an
related services:; or

(2) projects comprised of expendable core
shelter units on serviced sites; or

(3) slum upgrading projects designed to
© conserve and improve existing shelter; or

{4) shelter projects for Tow-income people
designed for demonstration or institution
building; or

(5) community facilities and servicas in
support of projects authorized under this
section to improve the shelter occupied by
the poor?

Section 222{c) .
If the project requires the use or conservation
of energy, was consideration given to the use of

salar energy technologies, where economically or
technically feasibie?

Section 223(a)
Will tnhe A.l.D. guaranty fee be in an amount

authorized by A.I.D. in accordance with its
delegated pawers?

Section 223(f)

Is the maximum rate of interest allowable to the
eligible U.S. Investor as prescribed by the
Administrator not more than one percent (1%)
above the current rate of interest applicable to
housing mortgages insured,by the Department of
Housing and Urban Development?

Yes

o
d

No

No

Yes

Yes

N/A

Yes

N/A


http:insured.by

ANNEX 1 (3)

ANSWER YES™ OR NO PUT
PP PAGE REFERENCES
AND/OR EXPLANATIONS
WHERE APPROPRIATE

Section 223(h}

Will the Guaranty Agreement provide that no Yes
payment may be,made under any guaranty issued

for any Toss arising out of fraud or

misrepresentation for which the party seeking

payment is responsible?

Section 223(j)

(1)  Will the proposed Housing Guaranty be Yes
coordinated with and complementary to other
development assistance in the host country?

{2) Wil the proposed Housing Guaranty Yes
demonstrate the feasibility of particular
kinds of housing and other institutional
arrangements?

(3) -Is the project designed and planned by Yes
A.I.D, so that at least 90 percent of the
face value of the proposed guaranty will be
for housing suitable for families below the
median income or below the median urban
income for housing in urban areas, in the
host country?

(4) Will the issuance of this guaranty cause No
the face value of guaranties issued with
respect to the host country to exceed $25
million in any fiscal year?

(8} Will the issuance of this guaranty cause No
the average face value of all housing
guaranties issued in this fiscal year to
éxceed $15 miilion?

Section 238(c}

Will the guaranty agreement provide that it will Yes
cover only lenders who are "eligible investors”

within the meaning of this section of the

statute at the time the guaranty is issued?

+



ANNEX 1 (4)

ANSWER YES OR NO PUT
PP PAGE REFERENCES
AND/OR EXPLANATIONS
WHERE APPROPRIATE

Criteria Under General Foreign Assistance Act
Authority

Section 620/620A

1.

Does the host country meet the general Yes
criteria for country eligible .under the

Foreign Assistance Act as set forth in the

country eligibility checklist prepared at the
beginning of each year?

JIs there any reason to believe that No

circumstances have changed jn the host
country so that it would now be ineligible
under the country statutory checklist?
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ANNEX 2

- NEW PRIVATE HOUSING FINANCE COMPANIES

Ansal Housing Finance & Leasing Co Ltd

115 - Ansal Bhavan

16 - Kasturba Gandhi Marg
New Delhi 110 001

Arian's Home Leasing Project
Lucky Apartments

Yasai Road

Dist - Thana (Maharashtra)

The Bombay Home Projects Pvt Ltd
Dadhich House

Opposite Railway Station
Santacruz {East)

Bombay 400 055

Dewan Housing Development Finance Ltd

Warden House, 2nd Floor

Sir P M Road

Bombay 400 023

Galaxy Consolidated Finance Lid -

Ghar Finance & Leasing Co Ltd

-102, Arcadia

195, Nariman Point
Bombay 400 021

Kamanwala Housing Development
Finance Co Ltd .

1518, Maker Chambers - ¥

Nariman Point

Bombay 400 021

Laximichand Bhagaji Ltd
Ramon House .

169, Backbay Reclamation
Bombay 400 020

Palghar Housing Dewelopment Corpn
Kacheri Road

Near Panchbati

Palghar (West)

Dist - Thana

Parshwanath Housing Finance
Corpn Ltd

Harsiddha Chambers

3rd floor, Ashram Road

Ahmedabad 380 014

11.

12.

13.

15.

16.

7.

18.

19.

Residency Housing Finance Lid
202-8, 'A' Wing

Queens Comer 3

Queen's Road

Bangalore 560 001

Rockland Leasing Ltd
111, Vajkunth

82-83 Nehru Place
New Delhi 110 019

Samarias Housing Finance Ltd
Samarias House
29, Luz Avenue
Madras 600 004

Saya Housing Finance Co Ltd
33/1, Netaji Subhash Road
572 Marshall House

Calcutta 700 001

Sri Ram Housing Finance &
Investments of India

21st Century Housing Finance Co Pvt Ltd

106/7/8, Esplanade Mansion
144, M G Road
Bombay 400 001

United 1and & Housing Ltd
7, Jdantar Mantar Road
New Delhi 110 001

Vishwas Housing Development Ltd

105, Veena Beena Shopping Centre
1st Floor

Opposite Bandra Station (West)
Bombay 400 050

Western Housing



Annex 3

SAMPLE LOAN APPLICATION FORMS

Housing Development Finance Corporation Ltd.
Ansal Housing Finance and Leasing Co. Ltd.
Dewan Housing Development Finance Ltd.

Laxmichand Bhagaji Ltd.



- HOUSING DEVELOPMENT
L. .1~ HFNANCE CORPORATION LIMITED

HOFC HAS NO AGENTS, AND DEALS DIRECTLY WITH
APPLICANTS.

P e [ Ragistared Offlca:

- . . . Ramoan Housa,

169 Bagktay Reclamation,
Bomuoay 400 920

DAL INDIVIDUAL RESIDENTIAL : .
' - .LOAN APPLICATION FORM

T COMPLIMEN 1 ARY LOPY

00004

INSTRUCTIONS irgase READ caseFLn INCOMPLETE APPLICATIONS ARE LIABLE TO BE REJECTED

1. Pleasa read tha BRCCHURE carafuily. 5. Al details musat ba flited [n. If not applicabtls pteasa

- - wrila NIA, - .
- Ve - 2. The applicatton focm i3 grovided so that HOFC can

. o obtain refevant datals far tne consideration aof yaur 8
- LT - Appiteatian. It cannot caver alf crcurnstances and I

HOFC will not cansidar reilnancing any properly.
If the Dacrawer as slready DArrOwed [Of (he praperty

. . ’ Mare are dny matlers which may have 2 Dedrlng on the 1o ba flnanced or Intands 13 barfow In the {uture (rom
. - - - daecision, (hesa should Ba =at aut in 3 covaring Isttar. whataver sgurce, HOFC must be Informed and fuil
R L 3.” Piessa wrila or type in BLOCK LETTERS. Insect ane datalis pravided.

fatiar In aach hiock 8.q. Hnnam

Fillin B where apgiicabla e g,

7. Apolicanta snould ensury that the appilcation I3 comp-
{aty [0 avery reagoest and all the required documenta

. 4. «  lstec balaw ars sobmuttad with this application, ln=-

. Marital Siatus msingle comolate apptications are tlabla to ba capected.
. - - - OMuarried
- Qother Indicating singte siatua 8. MOFC rasarves ihe right to rapsct 2ny applicaton
e e wilNgut 336gRing any redsan.
* - 1o . =
o FOR OFFICE USE QNLY . NG As. DATE
. - PN 1 T R S p— - e et ot o —_— -

S S TLT T T S v et e e g v s eI . - . . . - . .

i . L - un © . AMOUNT SANCTIONED R oatg

.. : . Supporting decuments to be submitted by the Borrowar and co-barfower with this appllcalien:

1. Yerilxatignof Emplaymu:n torm with ilems 1, T and S 1llled In.
. - . 2. It ihe apgplicant groposas 1o obtain firancial 2asiatance lor acqusition of réaidantial sceommodation Irom a0y qther
’ . persans, (halr names and zddressas.

3. It saif-amployed, balance snedla & Incame & axpanditure scaunts {cartifled by 3 Chartared Ascountant) dof the past
J youars,

4. In casa of saif-employed zppiicants, 2 notz on the nature of duniness, form of organagtian, clients, supplisrs. atg.

Bye-laws af Co-oparative Soctelyi Association of Apartmant Owners.

. 8. Copyof drawingsaf proposed construciion/purchisalaxtention frenavation.

7. Coayal eatimatec! costof iner lal datlon: {rom your Architect! Engineer. Y

§. Salary Slig/Salsry Carilllcata,

9. Pastuccypstional Ristery far 10 years, giving nama of amoldyer or nature of business and peariod.
) FORMISSIEDTO .
VALIDUPTO FORM BSUEDSY

. - AFFIXAECENT AFFIX RECENT
PHOTOGRAPH PHOTOGRAPH
OF BOPACYER OF CO-30RAOVWER
WATH BMOMATURE WITH SIGHATLRE
hd

PHONE 220265/ 220282/220908 « TELEGAAM : HOUSCGAP BOMBAY « TELEX: HOFC 6762




PERSCONAL INFORMATION OF BORROWER

o e e osnse __Jouround _|om um vun (22
' ' SESN NN EENAREN AN AN AN AR LT L 1]
: s DU I O T T T o m ey
cos cee T T T T T e scomoe [T
d - . : . 01331‘; C;EF::TOH NumBER  FOLIOICOILLD
| ary P COOE RESIDENTIAL PHONE Oanon- OCD Sriargs
IO I T I LT LT[ [ sseemiodens [T
; -" . '_ - - . l,;lﬂegt;:ggﬂf TEAM REQUESTED IHOOME {MONTHLY] mcﬂME né‘oemm&;ma mmi::v
[TTTTTI] [ [T O] LI T TTT
‘ LT T T T T I T o sovee
T I I ADCRES OF EMPLOYER sReET - |0 22eF occumen
AR INEENENEEN NN NN AR R e P
- Ty PN COOE OFFICE PHOKE
‘ _ EEENEENEENENRNESENRASNARENEN [T roms

e T . LOAN DETAILS
- PURPOSE OF THE LOAM 0 § COMSTRUCTION O Z PUACHASE O 1 AENOVATION QO & EXTENSION
| TOTAL ARCHASE PRICE (GO [1_ INCIDENTAL COST limnum ‘igr#;;@mmarr u
RS, s, ] snoell + @ jrs sumce @10l
LT X IR 1] P LTT
T DU I ey 1 = N 3 e oot Y P Y 2 W I Fr P K
- Puthii st FROM HOFG RS as a8 HOM-AEFUNDABLE | oy e amoFElTo @
o AN REREE AN EEENN

ESTIMATED AVAILABILITY OF FUNCS {BLOCK 111 SHOULD AT LEAST ECUAL ESTIMATED ARECUIREMENT OF FURDS {BLOCK 4],

PROPERTY DETAILS

ADORESS OF PRQPERTY . I3 THE FLAT/HOUSE
. Q t PrOPGIED O 3AEATY
R 0 ZUNOER CONSTAUCTION O 4 NOT SELECTED
IV i VLT[ {] 1 |oamee [9F=os  [wesnren
STREET - JONTH  YEAR| O EASEROLD LEASE yeang
EEEEERENENNAEEENENEENENEREENE NN [ 1
TYPE cAoO
B O 1 BUNGALOW (O 3 APARTIMENT | RENT
cry PN cooe 0 2ZAOWHOUSE O 4 FLAT s
HNENEENNEA RIS AN O3 amens 1
- FOR OFFICE USE ONLY .
ZOHE ARD| SANCTION CODE CENSUS COOE LOCALITY EMPLOYER MAGASS] AREA AHEA | SHAREHOLDERS
cooe . A Aty o 6002 | s nars oo |cace
HERENEER PTT PP PPt
AGME PRQPEATY VALUE LOAN SANCTIONED TEAM 1M INTEREST AATE
MONTHS
AMOUNT coog | amcunr CooE | AmonT cooe EFFECTIVE | MOMMNAL
| [T 11 [ 1T L [ 1] L [ I LI 1
; EMLt SANCTION REF. NG | DFFER QATE R AELATIONSAIP | CUALIFICATIONS | T 1 FUIP BALLEGN PATMENT
! As ps  |¥EaR wiEx | 0ATE MONTH YEAR cE cope |0 28ALLOOK S
| HENEENEN! [ L1 { |9380m™ LT T 7]




P LRy

T

o A A o ari AR o m we

PERSONAL INI'-:ORMATION OF CO-BORROWER

FlLAL NAME MATMASMISS

SUANAME"

O MALE AGE DATE COF QIRTH AETIA-
EENT
CATE  MONTH vean [*95

PRESENT ADDRESS

SINEEANENENRNASRNANEnSRs AR R n RN N R

BUILDINGIFLAT NG

CUALIFICATIONS MARITAL NUMBER OF
STATUS DEPENDENTS
O SINGEE

EEEENEENE RN NN BT [omene

QTHEAS

PRESENT ACCOMMOOATION F RENTED,
IMONTHLY RENT]

STETurt[iiri T T T LT powkr 885 777

PIH COOE

IARESIOENT] DEPOSITOR] WUMEBER [ FOUOICONLLDY
NO

ONON- guo SHAZ
RESIDENTML PHONE RESIOINTIO LD s

W[ﬁ!llHLLHH_L[J_LHI RN orove 11 [

HNAME OF GMPLOYERIBUSINESS

INCOME [MONTHLY) OTHER INOOME

T I I O T T T =

ADCAESS OF EMPLOYER

QCCUPATION MONTHLY EXPENIRTURE

lrermmtrmirlmmmi325’1“‘?5wm F———

OFFICE PHONE DESIGNATION |DEPARTMENT [OUAATION QF

T O L LT Lt P v

RESENT SERVICE

AELATIONSHIP YO BOAROWER

FINANCIAL STATEMENT

SAVINGE [N BANK

ASSETI LIABILITIES
PLEASE INQICATE BELUW ALL LOANS PROPOSEDI TAKEH FRQOM
EMPLOYER PROVIOENT FUND ETC. AND ALL OTHER LIABILITIES
PARTIGAARS BOARIWER CO-ZQRACWER

IMMOVABLE PROPEATY

CLIARENT AALANCE [N

BOARCWER CO-3QRACWER

2

1

4 PLEAE IWOICATE

{t} CUPRENT OUTITAND
TG BALANCE

[M]  IRITALMENT
PAYABLE PER MONTH
{IMELUONG IMTEREST)

{H1) OTHER COMOITIONS

BANK DETAILS
HAME QF ACCOUNT HOUDER

CJARENT CR. HAME IF EAMK ADOFESS OF BANK ALGOUNT
SAVIMGS AIC, MNUMBER

1.
3
i
OTHER DETAILS OF THE PROPERTY
STATUS HAME OF OTHER GWHERS MEMBER OF CO- MEMBEA OF ASSOCTATION
. " OPERATIVE SOCIETY | OF APARTMENF OWHERS
O30LE CWHER " O eusnna O BusTING
GOO-OWHEA O PRAPOIED Q PROPOSED
HAME ANDG ADDRESS OF SOCLETY/ASSOCIATION OF 1F THE 3OCIETY QA AAQ HAZ PARTICLR ARSOF HO OF MEMBERS IH
APARTMENT GWNERS BORACWED Qft PROPOSES TO AEGISTRATION GF SOCIETYIASSOCIATION

BORRACW FROM ANY SOURCE
PLEASE IMOSGATE THE SOUACE.
AND AMOUNT

SOCIETYASSOCIATION

R




. R e a——_ e S

N COMPLETE ITEM (1), {I) QR{II}) WHICHEVER IS APPLICABLE !N YOUA CASE.
- T . (I} COMPLETE FOR CONSTRUCTION
- 0T LT e R :. L PURCHASE PRICE AREA CF LAND ESTIMATED COST OF CONSTRUGTION PAOPOSED BUILT-UP AAEA NO, OF
F T OF LAND " CAVELL NG LRilTS
B - ' s, 53 M. s, 3 M.

Has Municipal sanction lar construction begn abtained ? YESINQ. IT yes, qive details.

.- - (il COMPLETE FOR PURCHASE {INCLUDING PURCHASE WHEN BUILOMG IS UNOER CONSTRUGTION)
- M - o PURCHASE PRICE | BUILT-UP AREA IS THE DWELLING UNIT{ PRESENT OWNER IF THE OWELLING UNIT HAS NOT BEEN 8QQKED, INCICATE
. . - - OF HOUSE/FLAT BOOKED? INTENDED"
- * YEStHG
LOCATION AREA CF FLAC ESTIMATED VALUE
IF YES, AMOUNT Fat
. . as 50, M. RS. 0, M. RS
R PR i Has Ihe complation canificats fram municipality been attamea? YosiNo. if yas, give partleulars and date of 3anction,
- {l{1} COMPLETE FOR EXTENSION TRENOVATION -
- . " AGE QF CRIGINAL COST COST OF EXTENSIONI HUILT-UP AREA OF PARTICLILARS QF IHTEMDED USE
B I I STRUCTURE Lanp AENOVATION EXTENSION EXTENSIOHRENGVATION | OF EXTERSION
Sl - . i RS,
- oL CONSTRUCTION As 53, M
.. . GENERAL .
’ ) i3 the house or {tat Intendad for sail c=cupation immedlataly upon campiation? YESING
" L - Doas tha agplicant (1) or the 2pause of the agpilcant or eny mingr chlld of the soplicant
T A " awn any residantizl accomencdation? YESI/NO (It yos, glve dotzile)

. - - 1n case of purchasa, have ail pragacty (axes been paid upto dzia? YESING
I2 the ingal title ta the proparty clear? YESIND
- . Wil HDFC be abta to obtatn a lrst mortgaga of the progerty? YESINO
. 13 the appticant acitizen of India? YESINO

Has ihe spplicant ("3} or 3pause exrilar applisd 1o HOFC for 3 lgan?

YESINO (Il yes, give datalls)
What othar security will you be abte lo provide?

. REFERENCES (Mamae and adgdress of lwo Relaress)

1 HOFC requires you to i3t two ratereey, HOFC will
make such onqulirles as it deams neceasary fram (he
ratarses diracily, Tha raferess may be yaur am-

2 ployar, {amily doctor or sallcligr, banker, audliar,
. lascher ar any praominent citizea wic fas known you
- for a pariod af flve years or moras but 13 KOT related
- . . 1o you.
. - e UNDERTAKING & DECLARATION

| undertzka that tha foltgwing shait ba payable by ma ta HOFC:—

a} Technical and lagul laes a3 per scale of {ees 1n forca 3t the ralevan: tima.
b} Framium for insuranca of the property agalnat such riaks as may ba decided by HOFC,
¢} Pramium under Grouo Life inturance Schamae, { applicabla,

1 deciare that all the particulara aad Information glvan in this application farm aré lrue, correct and compiaia and that thay
shail iorm tha baals &f any foan the Carparatlen may decida to grant 1o me, | contirm that § have had 10 1nacivency procesd-
Ings sgainat ma nar Nava | avar bean ad|uilcated Insalvant. | turthar cantlrm (hat | have reaq the Brochura ang underitand
ihat the Processing Foes are non-retundable. | agrae that the Curparation may take yp such raferancas as it considers

necasdary |n respect af this apptication, The Corpoeratlan may make sucn anquiries in respect af my agpllcation 24 & may
degimt neceasary.

—— e

” .
Borrowar's Signature Co-bdrrower's Siqnature

Dated the

Bated the

.
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- diftodL HOUSIN Flafce & LEsSi RLL.

INDIVIDUAL LOAN
APPLICATION FORM .

. FOR GFFICE USE ONLY

- ’ Registered CHfica:
115-Ansal Bhavan,
PA———

—

16-Kaswrba Eandhi Marg,
New Deihi-110 001.

PRCCESSING FEE RS.
. AMOUNT SANCTIONED fS,

DATE
0ATE

A SIGNATURE

INSTRUCTIONS (PLEASE READ CAREFULLY)

INCOMPLETE APPLICATIONS ~RE LIABLE TO 8E REJECTED

1. ~Plzase cead the BROCHURE caratuily,

2. Flessa write or type in BLOCK LETTERS, Insert

ona later in each block @ g,

RAM

3. Fill in & whare 2oplestie a g,

Marital Satus GF Single
0 Martied :
. O Gibar .
.- InCANUNG singie Hatus

4. All damnbs must be Ellad in, ¥ not tpplicable plesss wrile
N/AL

5. AHFL resarves the right torepect any apolicanion at 3ny staga
waihout Sssqriing 8y redsan,

SUPPORTING DOCUMENTS TQ SE SUBMITTED BY THE AFPLUICANT AND CO-APPLICANT WITH THIS APPLICATION

APPUCABLE TO ALL APPLICANTS:
1. It the appikant peopoies (0 obiain o hat siready

ohtaned houncul for af
- c i from anv other persars.
. their names and addrassat with amaounts and

fepaymant teims.,

2. Allotmeant lattar 3nd Bya-Laws of Lhe co-ogerative
sociery/ 1ssocatcn of apsriment awners,

3. Cooy ol appraved drawings ol proposed
canstrucuonsourchasasextension/randvahon

4, Agr L for sale/detailed cost asumaia [rom
Arcritecy/ Engineer foe the gronased dwalitng unit.

- APPUCABLE TO EMPLOYED APPUCANTS QNLY:

1. Vardicatan of Emolaymant loom
a 2 Latest sa'ary shos/ salery cortulicam.

APPLICABLE TO SELF-EMPLOYED APPLICANTS QNLY:

1. Salanca Shewts and Profit & Loss Accounts 2long with
cogwms of i duai Incoma-tax {or 1ha Lasg thray
yanry carufied by a Chaered Accountant,

2. A rote on the nature of bustiness lonm of organisation,
clwnts, suppliers, aw:,

AFFIX RECENT AFFIX RECENT
PHOTOGRAPH OF APPUCANT PHOTOGRAPH OF CO-APPUCANT
WITH SIGNATURE WITH SIGNATURE

v

LOAN AMOQUNT

REQuesTED . | P :

{For office usa anly)

PHONES: 323C01, 323210, 323261

GRAMS, HYMANWEL

TELEX. 31-4756 NSLIN




! PERSONAL INFORMATION OF APPLICANT

FULL NAME MA/MAS/MISS ) SEX STATUS
. ! L ' - Mai Q Famele O fasioent O Non-Resdlan O
. - .- < i SURNAME NAME MIDDLE NaME AGE NUMBER OF AHFL SHARES
Loe e T LT DAIE QF QIATH
- Oata Manth  Yeat | MONTHLY EXPEHOITURE
PRAESENT RESIDENTIAL ADDRESS . ! {WITH CO-APPLICANT IF ANY)
e L REMmEMENTAGE__ | F%
.0 : - CUAURCATIONS
N St !
. T T PHONE ‘ QECUPATION
. . ! B Sercw O SeM Emgioved O
i R HAME & ADORESS OF EMPLOYER/BUSINESS MARITAL STATUS  Singte O
. IMENTION BUNLDING, STREET, CITY ANG PINCOGE) oEPFT
Marred 01 Gty O
DESIGHATION,
NUMBER OF DEPENDANTS
5 L Chuldran —  Qthers ——
Gt oo N NO OF YEARS IN PRESENT
- : 15eity) JOBFBUSINESS
- ! PHONE PRESENT ACCAMMQUATION TEARS
EXT, TG Ranted 3
Famere O Empiryer 1
TN T ] woan AMOUNT REQUESTED | TERM AEQUESTED | INQRME MONTHLY] | OTHER INCOME SF AENTED, MONTHLY REMT
PN PR e (Sourcal
R T - As. YEARS as, RS s,
- - PAST QCCUPATIONAL HISTORY (FOR 10 YEARS) ATTACH SEPARATE SHEET IF NECESSARY
MNAME OF EMPLOYER/QUSINESS POSIION HELD/REASONS FOR CHANGE/LAST SALARY ORAWN PERIOD
. .- W
; n .
* . wd
H
L I .
A ]
FoE
T R S p—
-a - LOAN DETAILS — = =T o= 2 .
. - PURPOSE OF ESTIMATED REQUIREMENT GF FUNDS ESTIMATED AVALILABILITY OF FUNDS
THE LOAN I TOTAL PURCIASE PRICE ICOSTY 8 LOAN REQUESTED FROM AHFL ax
CONSTRUCTYIN CCST fs.
- l COPSTAUCTION E SAVINGS FAGM BANK R e
2 WCIDENTAL COST [N
.. ' PUACHASE [a] | .
T - . j 7 AMOUNT ALREADT SPENT AL e
N EXTENSON a 3 CONTIHGENCY (5% of T3] R e eee—e— [ Source J4
! 8 PFIAEFUNDABLE/NOM AEFUNDARLEY Re
+ QOTHER (SFEQIFNY [T
) . 4 ESTIMATED REOUIREMENT OF 10 ESTIMATED AVALABILITY OF
! FUKQS {SUMOF 1 TG 31 TOTALAS (o FUNDS {SUM OF § TO 91 TOTAL Am, e
i ’ :
! NOTE: ESTIMATED AEQUIREKENTOF FUNDS [8LOCK 41 SHOULD ATLEAST EQUAL ESTIMAYED AVAILABUTY OF FUNOS (8LOCK 10)
[ DETAILS QF PROPERTY TQO BE ACQUIRED
L)
IS THE DWELLING UNIT | UNEXPIRED TERM OF
Progosed ] Aesay O | LEASE ¥
’ Congtructvn O ‘Anra
ADOREZS OF PROPEATY Ut
.- i [MENTION TWELLING UNIT NQ, STREET, CITY AND P1NCODE o melecias Q) | TYPE Bongawd
- H IS THE LAMD  Freshoa Q) Rerer Houma O
H Leanenald O | Apsctine uQ
hara
! - MONTH O‘CUMPLEI’I‘IrOH EXPENSES P M. ON
‘ Monn Yea | proPEATY
; L1




EETRPPY. S —

e it <=

PERSONAL INFORMATION OF CO-APPLICANT
. R ! e FULL NAME MR/MAS/MISS sEx STATUS
e - - Male ) Famaie (]| Resoant]  Noo-Resxcers i-
R A Pt SUANAME NAME MIDOLE NAME AGE HUMBER OF AHFL SHARE
~ DATE OF BIRTH
Carw  Manth  Year { MONTHLY INCOME
PRESENT RESIDENTIAL ADDRESS MITH CO.APPLICANT, IF Atev
e ) LT e . AETREMENT AGE | T
. - . ) OUAUFICATIONS QTHEA IRCOME [SOURCE)
ol - R fAx
. - - . . L PHONE QCCUPATION
- —_——— e e ! Sefmal SaH Empurea .
NAME AND ADORESS OF EMPLOYER/BUSINESS MARITAL STATUS  Sinqle O pepr
. {MENTION BULLOING, STREET, CITY ANG FINCOOE) _—
Marriea Oner O] pesiGrATION
N :: - .- KRUMBER OF CEPENQANTS
2. - '--_,‘. Crubdemn —— WPt ] () OF YEARS 1M PRESENT
(Sowaty) JOB/BUSINESS
PHONE PRESENT ACCOMMODARION YEARS
- . EXT, Cwn QO Rantws )
- . e - ER Farmuty Q Emplover O
S - - O AELATIONSHIPWITH APPLICANT t;:ema MONTHLY RENT
. FINANCIAL STATEMENT
. ASSETS UABILITIES
’ - PLEASE INDICATE BELQW ALL LOANS PROPOSEO/TAXEN FRQM
. .- EMPLOYEE PROVIDENT FUNO ETC/ANG ALL OTHER LASLITIES AND
oLt . INSTALMENTIS] PAYABLE FOR MONTH WCLUCING INTEREST AGAINST
’ - PARTICULARS Y APPUCANT LO-APPUGCANT EACH LOAN, APPUCANT CO-APPUCANT
As. fls, fls. Re,
. . SAVINGS tH BANK
N FAMOVABLE PROFERTY
ISPEQFN 1. EMPLOYER
- . | CURRENT BALANCE In 2, PAGVIDENTFUMG - -
T T SR, PROVIDENT FUND - - - T T 3 cheomsooery ¢ -
- ) . | APPUICANT'S SHaRE) T _ = . . A y
.- . OTHER ASSETS 4, FAMLY & FRUEMOS -
' . 1. 8, QTHERS {Soecty) -
- £, PLEASE IMOWCATE . B '
i (} CURRENT QUTSTANOING I
! UIEE INSURAKCS POLICYIESL LANCE -
POSTAL [AMOURT) W) INSTALMENTS PATABLE
O . . PER MONTH - f
. N MATURITY DATELS FHCIUOING WTEREST)
- AHNUAL PREMIUM ] OTHER CONITIONS
[ .
BANK DETAILS
. HAME OF ACCOUNT HOLDER CURAENT QR | NAME OF BANK ADORESS OF BANK ACCOUNT NUMBER |
- 1 . SAVING A/C . :
| i
| 2 :
l 3
1
; a l |
! ' OTHER DETAILS CF THE PROPERTY TO BE ACQUIRED .
! STATLS RAME OF UTHER OWNERS MEMBER OF MEMBER OF ASSOCATION
I C-OPERATVE OF APARTMENT QWHERS
i 1 Sola Crerovar 0 Exxoeng Q Exrsong
N O Co-Cwnrge O Proposad 0 Progoeed
. .
! INAME AND AODRESS OF SOCIETY/ASSOCIATION I e Secmtyor AAD has bomowsdar | PARTICULARS OF K. OF MEMBERS IN |
: fof APARTMENT OWNERS {AACH peoodmat 1 bouree om say sowen | REGISTRATION OF SOCTETY/ASSOCIATION |
1 . nlaasy indikage the ioures and | SOCIETY/ASSOCLATION E
N ek - H
! 1
’ M fs
i .
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COMPLETE IVEM A, (8] OR (C1 WHICHEVER 1S APPLICABLE IN YOUR CASE,

. v . L ) {A) COMPLETE FOR CONSTRUCTION 8] COMPLETE FOR PURCHASE {C} COMPLETE FOR EXTENSION 4 !
’ PUACHASE PRICE OF LAND IXCLUOINRG PURCHASE WHEN AGE OF STRUCTURE
; BUILRING iS UNDER CONSTRUCTION) —_—
fs. PURCHASE PRICE 0F DWELLING UNIT ORICINAL COST:
. Tt AREAOFLAND  SQM Rs. OF LAND fis.
- e BUILT-UP AREA S50 M. CONSTRUCTION COST
- ) ESTIMATED COST QF CONSTRUCTION IS THE BWELLING UNIT 800KED? Rs
. e . toees R TES/NO (IF YES AMOUNT PAID) COST OF EXTENSION
) - ' * Ra. Rs.
. PROPOSED BUILT-UP AREA PRESENT QWNER BUILT-UP AREA OF EXTENSION
. M SOM
LTt . H0. OF DWELLING UNITS IF THE OWELLING UNIT HAS NOT BEEN " PAHTICULAAS OF EXTENSION
TR R BOOKED INDICATED INTENDED:
) HAS SANCTION FOR LUCATON
CANSTAUCTION FROM THE AREA OF DWELLING UNIT
. COMPETENT AUTHORITY - SO.M
" 8EEN OBTANED? YES/NO MATED VALUE fts INTENDED USE OF EXTENSION O
AR S UF YES GIVE DETAILS} HAS THE COMPLETION CERTIFICATE
T ; :ig:'é:f A’f,?g;;mm‘ adls gsﬂmn:) HAS THE SANCTION FROM COMPEVENT
- H AUTHORITY BEEN OBTAINED? YES/NQ
. 1 [IF YES, GIVE PARTICULARS AND DATE OF o
- ] SANCTION)
o _ GENERAL .
: . : i YES *Q
1t ha hous® or (lat d for salf 1 dutaly upon b P a Q
- - Dows the sopbcaniis] oc the tpaute of the sdplands] or any Munor chikd of e spplicani(s) own any
- redxdantial accammedetion? °
1 Caze of purchase, hirve gH groow Ty taxes been pavd ugu dawed
iz the legel tigs (o the progeny clescd
e S Wilt AHFL be able (o obtan & first mangege of tha prapeny? .o Q-
. Is/Arm the sppicands) a cutzenis) of tada? o f=3 -
Has/Hawe the applcands) or spouss of tha sophcantial esrwr appliod ta AHFL for 3 loan? a a if yws gtve cecals)
YWhat othar sacurity vail you be sbie 10 provce?
| Hsx/Have the i 3} grvan g 5} for any borrgeads] of AHFL -] 8 (4 yos give detas)
1
.. = REFERENCES NaMg AND ADDRESS OF TWO REFEAFES/GUARANTORS)
. R - . [ AHFL raquited you 1D list Lwo
rajerddy  AHFL will mace sy
H Froew: LI T K Cedme Auisssicy iom
i Olilen ine (elarees Qrectly The celareas
1 A may be your wTckorer, famiy doctor o
smicacy, banked, JuStor o \macher
. who Nt thown you bor 2 penea of
: H kA . P . Trvd yomss of e Bl 8 Aot ralivec 3
5 you.
: Othew
' Rewcince
L J
DECLARATION

| daclace that &l ihe particulars and infaimauca guwen in this appleation larm are e, corree! and comolate and tiat ey shall form the
i bast of any loan AHFL may ¢ecide 1o grant o ma. | confirm that | have had na msolviney procoedings agsmnat Me nov have | dven tewa
agpudeyied 1ntotvent. § lurifet conlitm that § have resd the brochurg and understood the coatents. | slso understand that the piocessing

lawt ara non-relundatie. | agres that AHFL may ke up Juch refergrces as il dars r VAL al thes zpot AHFL
. ' MEY Mke 20k iU m rezpect dl my 3ppiation 88 1t May deern neceseary. ] uncariake (O mlom‘l AHFL regardqing aay cnancs w ary
1 oaucktion” emolaymaent.

llyrther agrew that my loan shall be governad by the rulas of AHFL which may ba m [orce [or the tma being.

Apphoant 5 Bigratuie o Coappicant s ugnature
Oace, Cars; -
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NOTE:

§ THE MAME OF THE COMPANY IS THANGED TO
DEWAN HOUSING QEVELOPMENT FINANCE LIMICED
{OHDFL) EFFECTIVE FROM 28TH SEFTEMBER 1984,

Housing Finance & Leasing Company Limited

400 202 DIST. ; THANME, Phones : 444, 644, 666.

REGO. OFF. : WARDEN HOUSE. 2nd FLOOR. SIR P. M. ROAD, FORT. SOMBAY — 400 023. Phone * 259644/
299529/311985 Telex : 011-6887, 011-S17 ADMINISTRATIVE OFF : DEWAN TOWER. VASAI ROAD (W),

INDIVIDUAL RESIDENTIAL LOAN
~APPLICATION FORM

APPLICANTS

. DHFL 4AS NO AGENTS. ARD DEALS DIRECTLY WITH

FOR OFAICE YSE ONLY
AT PROCESSINGFEES RS DATE INITIALS
AMOUNT SANCTIONED RS. DATE MEETING NG,
SIG.
GENERAL
. YES NO
Is tha house oc flat intandad far satf I’ rmmediately vpon 7 [w] a
Dot the 2pplicantisl or the spouse of the applicantis) or any minar child af the soaticantis} awn any
d i ! a O if yes qiva detaiis]
In casa of purcnaze. have all ProparTy Uxes been fasd Upta date? . ._ ..o a
. T 18 tha legal Utis 10 INa (FOparTy clear § SR i e g G
Will THFLDa abile to obtan & firet morgage of the propery 7 a aQ
a/Ara the apglicantis) & crizsn(s) of Indis 7 a a
Has/Have the agphcantis) or spousa af the appiicamtisl sarr apptied wOHFLfer 2toan ? [#] O (i yos grva dataila)
What othar secunty will you be asla o provida 7 '
Hat/Have the applicant{s] grven quarsatsedal for army borrowaeris) of DHFLT? a CI [ yom grew Cetais)

. SUPPORTING DOCUMENTS TO BE SUBMITED BY THE APPUCANT AND CO-APPUCANT WITH THIS APPLICATION
T

APPLICABLE TQ ALL APPLICANTS:

1. If the applicant propases to abtam financral asusiance far
acqusten of resdennsl accommadatgn from any ather
persons, thair names and addresses with amounts and
regayment terms.

2. Allotment Intier and Byedaws af the co-operalive

! sooety/zssociaton gf Apanment owners.

3. Couy ol approved drawengs of prapased construce
uan fpurchasal axtenmonlrenavauan.

4. Agreement lor s3le/detaded c¢ost esumate  from

APFLICABLE TO EMPLOYED APPLICANTS ONLY:

1.

Venlwcation of Employment Form with anly items 1, 8§ 7,
ana 8 hilted ..

2. Latest salary shpssalary ceruficate showing 2l deduc-

tions.

APPLICABLE TO SELF-EMPLOYED APPLICANTS ONLY:

1L

2. A note on the nature of B , lorm ot

Balance Sheats and Prolit & Loss Accounts along wath
copies of mdnndual income-tax returns for the faat thres
years cerufied by 3 Chartered Accountant.

g man,
AschiutecifEng fer tha pr d dwelbng onit, chents, suppliers, etc, -
LOAN AMOUNT
REQUESTED RS,
i FORMISSUED TO
1 L
X AFFIX RECENT AFFIX AECENT FORMISSUEDON
FPHOTQGHAPH OF APPLICANT FHOTOGRAPH QF CO-APPLICANT
WITH SIGNATURE WITH SIGNATURE

FORM VALID UPTO

FORMISSUEDBY

M¥ OROAMISATION OF THE PEDPLE, *BY THE PEOPLE, FOR THE PEOPLE

v
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PERSONAL INFORMATION OF APPLICANT ATTACH SEPARATE SHEST IF NECESSARY

FUEL NAME MAMMRS/MISS SEX STATUS
Mate O FomalteO [ ResdenmtQ  dan Aendart
SURNAME NAME MIDOLE MAME AGE DEPOSITS WITH OneL
HLOO oo
DATE OF BIRTH NRCDO NONETT
PRESENT RESIDENTIALAODRESS Rare Hoam Yodr | NUMBEROF OMRL, SHARES
IMENTION BURDING FLATNG.. STREET, CITY AND FINCODE)
ASTIREMENTAGE FOUQ NG (HLOSFO/NRGDS
QUALFICATIONS SHARES)
MONTHEY EXPENGITURE
PHONE {WITH CO.APPUCANT, IF ANY)
NAME & ADDRESS OF EMPLOYER/BUSINESS s
{MENTION BUILOING, STREET CITY AND PINCQOE) AARTALSTATUS Swnglad %ﬂaweurmum PAY
OHFL,
M a Othar O | (WITH CO-APPLICANT IF A2
NUMBER OF DEPENDANTS | AS
Chuldren . Others .—. | CCOUPATION
3 Secncald  Seif Emcioryed
PHONE PRESENT ACCOMMODATION
EXT Qven (3 Rented G | OST
N . —_— Farmuty O Emnciaver O] DESIGRATON
IPRENTED MONTHLY RENT
AN AMOUNT AEQUESTED | TERM AEQUE NTH L EARS
0. TE UESTED | (NCOME (IONTHLY %:qu&:;ucnme . N OF ep———
RS YEARS _|AS as JOBIBUSINGSS YEARS
NAME QF EMPLOVER/BUSINESS POSITION HELD/REASONG FOR CHANGE/LAST SALARY JAAWN PERIQD
«
e .
&*‘\&
T =
=
&
&
(9'

DETAILS OF LOAN

PURPOSE OF ESTIMATED REQUIREMENT OF FUNDS . ESTIMATELD AVAILABILITY OF FUNDS
THELOAR I TATAL PURCHASE PAKE {COSTI § L0AN REQUESTED FROM DHEL as
CONSTAUCTION COST AS. .
CONSTRUCTION O " & SAVINGS FAOM 8aNK s
2 INCHIENTAL COST - o BE e e et ———— e o s =
FURCHASE ~7 9 .- - [ - T OSAOSAL OF INVESTMENTS A5
EXTENSIOM O 3 CONANGEMCY A § A3TUNT ALREADY SPENT As.
[Source H
9 PEAEFUNDASLE/NON REFUNDABLE) RS,
10 GTHER |SPECIFY} RS.
4 ESTIMATED REQUIREMENT OFFUNDS 17 ESTWATED AVAILANIRITY (F FUNDS
SUMOFTTO TOTAL A% [SUMNFS T 101 TOTAL 8%
NOTE , ESTIMATED REQUIREAMENT OF FUNDS [BLOCK 41 SHOULD ATLEAST EQUAL ESTIMATED AVALABISTY OF FURDS{BLOCK 111
PERASONAL INFORMATION OF CO-APPLICANT
FULL NAME MRIMASIMISS SEX STATUS
. Male Femaia Q| Rewoss D o0 Rywdeni
SURANAME HAME MIDOLE NAME AGE DEPOSTS WITH A,
HOO 2]
O4TEQF 8tATH NAD G KOMED
I M Year | NUMBER OF OMFL SHAR
PRESENT RESIDENTIAL AODRESS Outa Monm  Yaar €s
IMEMTIN BUILDING, FLAT NO , STREET, CITY ANG MNCOOE)
RETIREMENTAGE | FOUG RO{HIDIFDINRCDS
QUALFICATIONS SHARES )
PUONE MONTHLY INCOME
As.
NAME & ADCRESS OF EMPLOYER/BUSINESS
IMENTION SUILDING, STREET, CITY AND PINCOOE) hd MARITAL STATUS Singie O | QTHER INCOME [SQLIRCE)
M dQ Cher 3| AS
NUMBER QF DEPENOANTS | OOCU#ATON
- Searnotd SeirEmpicywa
Culdrert—. Othart_ .
oeFT
PHONE | FRESENT ACCOMMOOATION] pecmniamion
T Cwn Aentect 0
— Famity (] Emoyer Q|
IF RENTED MONTHLY RENT | NO OF YEARSIN PRESENT

RELATIONSHIPWITH APPLICANT

R% JOB/EUSINESS

YEARS

<




]
1
i
i BDETAILS OF PROPERTY TO BE ACQUIRED

IS THE DWELLING UNIT | UNEXPIRED TERM OF
Peoposea 2 Reagy 0| LEASE
ADORESS OF PROPERTY Undee Congreuctron Years
IMENTION OWELLING UNIT NOL, STREET. C3VY AND PINCODE! Maotselectea Q | TYPE Bungaigw O
ISTHELAND Freaners O “ RowHouse(l
Leasehald O | Acanment 0 Flata
MONTH OF COMPLETION | expensesam o -
Mantn Yext | poOpeRTY N
RS
STATUS NAMEIS) OF OTHER QWNERISY Mamais] of owner/key person] MEMBER OF MEMEBER OF ASSOLCIATION
0 the gevelopers argamzauon | CO-OFERATIVE SOCIETY | OF APARTMENT OWNERS
dSola Owner pers arg Q1 Exsanng T Exstng
QCa-Owner O Propotaa E] Propossa
NAME AND AODRESS OF SOCIETY/ASSOCIATION |1 1ne Society of AAD had Barroweaor | PARTICULARS OF NG OF MEMBERS IN
OF APARTMENT OWNEAS {(4A0) froposes (o Darow from any 4ouwce | AEGISTRATION OF SOCIETY/ASSOCIATION
pleasa ndicate the sourer  antl SOCIETY/ASSOCIATION
Imaunt
AS
L
FINANCIAL STATEMENT
ASSETS LIABILITIES
PLEASE INOICATE BELCW ALL LOANS PROPUSEDNTAKEN FROM
EMPLOYEE PRAOVIDENT FUND ETC. AND ALL OTHER LLASIUTIES 4ANG
INSTALMENTIS) PAYABLE FER MONTH INCLUDING INFERESY AGAINST
PARTICULARS APPLICANT co.appucant | EATHRLOMN APRLICANT €O APPLICANT
RS. 3 =W A%,
SAVINGS IN BANK 1. EMPLOYER :
IMMOVABLE PROPERTY
2 PACVICENTFUNG
sPECN oen
2, CREDIT SOCETY
CURAENT BALANCEIN
PROVIOENT FUND 4 FAMILY & FRIENGS
[APPTICANT'S SHARE) 5. QUHERS {Scecily|
lOTHEFLASSETS {SPECIFY} 8, PLEASE INDICATE
. ) CURRENT OUTSTANONG
2 BALANCE
LIFEINSUAANCE POUCTIES) L INSTAUMENTS PAYABLE
|| PASTALIAMQUNTY PEA MONTH
MATURAITY DATEIS) INCLUCING INTERESTY
ANNUAL PREMIUM fia} QTHER CONDITIONS
DETAILS OF BANK
NAME QF ACCOUNT HOLDER CURREMTY OR | NAME OF gaNX ADORESS OF BANK ACCOUNT MUMBER
1 SAVINGS A/C
2 .-
3
FOR OFFICE YSE ONLY




COMPLETE ITEMIA), (BIOR IC) WHICHEVER IS APPLICABLE IN YOUR CASE

{A) COMPLETE FOR CONSTRUGTION 8] COMPLETE FOR PURCHASE {C} COMPLETE FOR EXTENSION
FSTRUCTURE
PURCHASE PAICE OF LAND {INCLUDING PURCHASE WHEN AGEQ
BUILDING IS UNDER CONSTRUCTION) e
r3 PURCHASE PRICE OF DWELLING UNIT ORIGINAL COST
AREAOF LANO STM As OF LAND RS
BUILT-UP AREA samM CONSTALCTION COST
ESTIMATED COST OF CONSTRUCTION 15 THE OWELLEING UNIT 200XKED? RS
as YES/NG (IF YES AMOUNT p2I0Y COSTOF EXTENSION
RS As.
PROPOSED BUILT-LP AREA PRESENT OWNER .. BUILT- UP AREA OF EXTENSION
S0 M SGa
NO ,OF DWELLING UNITS I¥ THE DWELLING UNIT HAS NOT BEEN PARTICULARS GF EXTENSION
BOOKED INOICATE INTENDED
HAS SANCTION FOR LOCANON
CONSTARUCTION FROM THE AREA OF DWELLING UNIT
COMPETENT AUTHORITY 5Q.M
SEEN OBTAINED ? YES:NQ ESTIMATED VALUE AS
UF YES GIVE DETAILS HAS THE COMPLETION CERTIFICATE INTENDED USE OF EXTENSION

FROM THE COMPETENT AUTHORITY
BEEN OBTAINED ? YESIND
[IFYES GIVEPARTICULARS ANDDATE OF
SANCTIONE

HAS THE SANCTION FROM COMPETENT
AUTHORITY BEEN OBTAINED 7 YES/NOQ

AEFERENCES waME AND A0DRESS OF TWI REFEREESI

1. -

DHFL etaunes you ta kM o

Phons: selerees. DHFL wail mare  such
Qffice eNQUINES A1 5] Crims Aecktsary (oM
. a (e ref¢iens drectty The rrferees
TEAY En YO ST Sl Jav by COIOror
Cansay 3opdiloe of feachaw
2 wha Nas Incwen you lor 3 oenod of
Prone: F YRR OF MO DUlTS NOT e Led D
Qtficw yous
Anadence
DECLARATION .

ernglayment,

Agphcant’s signature
Date :

| dectare that ail the garticulars and nformangn given in this apphicauan farm aretrue, corcect and complete and hathey shail
farm the basig of 3ny laan QHFL may dectda 10 grant 10 me. | ceniirm that | have had A0 Nsoivency procertings

agamnst me nor have J dven Baen adjudicated tazolvant, { further confirm that | hava read ie brachure and undetsiood the
cantents, | also undarstand that the grocessing fees are non-refungakle, | agres that OHFL may take ug suen
references asit considers necessary i respect of this 2pphcation. SHFL May Make such engquimnes inresaect afmy
apphcation as it may desm necessacy, | undertakg to inform OMFL regarding any change in /iy occupatigns

| furthar agree that my loan shall be governed by the rulesof DHFL which may be in farce for the ima beng.

Co-appheant’s Signatur

Daie:
INSTRUCTIONS ipLEASE READ CAREFULLY! INCOMPLETE APPUCATIONS ARE LIABLE TO §EREIECTED

1. Please read the BAOCHURE careiylly 4. Fillin S where 3gplicable e.g. T
2. The apphcanan form 13 pravided so that DHFL can Manta) States B Single

. qbtain relevant datads for the consideration of your gg‘lamed

. : apgphratan, It tannol caver all circumstances and f thar indieatag single ttatus

H there are any reanerswhich may have a beanng an the .

1 decisian, these should be set Out in 3 covening lefter. 5. Al details mustba filled in. if nat applicable plegse

. - o+ wiite NJA

[

L)

3 Pleata wnite orf type in BLOCK LETTEAS Inserd aas 8. Apphtanis should ensure’that the apphcatign is

. letter in each block e.g. complete 1 every respect and all the required

. dacuments listed below ate submuned with 1his
,apoheanon -

DEWAN

7. DOHFL ressrves the fight to repect any application at
any stagewithgut assigning any reasomn
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% AXMICHAND BHAGAJ!I LIMITED

01041

LBL HAS NO AGENTS, AND DEALS DIRECTLY WITH
APPLICANTS

" LOAN APPLICATION FORM"
(for Individual)

Registered Otflce:
Raman House,

169 Backbay Reclamaton,
Bombay 400 020.

Branch Oftlce:

Farm Issued 10

Form 1ssued on
Form Valid uplo
Farm issyed by

FQR OFFICE USE ONLY

FileNo oo
Processing Fees Rs.
Loan Apphed for RAs.
Loan Sanctioned As.
Meeting No.

No. af Ingtaimants

First Instatment due an

Last Instaiment due oa - — .

Checked By

WPV - {1

Date —

Date
Date
Eachimnsialmento!  As
Cate

Proceased Sy

DOCUMENTS TO BE SUBMITTED BY THE APPLICANT, CO-APPLICANT AND GUARANTORS

WITH THIS APPLICATION )
- APPLICABLE TO ALL APPLICANTS: APPLICABLE TO EMPLOYED APPLICANTS/GUARANTORS

\. Algiment lefier and Bye-laws of (he co- ONLY: . N -
operative society, assocration af apart- 1. _Venhcanon ol Employment Form with ondy items 2, 5. 7 and 8 kiled
ment gwners, n.

2. Copy ol appraved drawings of propased 2. Llatest salary sip-salary certificate shawing all deductians,
construct:on/purchasesextensons .
rengvaton, APPLICABLE TO SELF-EMPLOYED APPLICANTS/GUARANTORS

3 Agreement for salesdelaleg cost esu- ONLY:
mata from Architect/Engineer lor the 1. Balance Sheets and Prolt & Loss Accounts zlong wilh copies of

proposed dwelling unit

4. , Details of vthet financal assistance and
repayment leans, 2.

indwidual ncome-tax retums for the last frea years cermhed by a
Chartered Accountant.

A nate on he naturg of busimess, lom of arganisation, clients,
supplers. ete,

PHONE: 222320 (6lnesj :TE'LEGFIAM' TWEHELPYOU® TELEX 2661 RAMN IN'

WE QFFSR PROMPT SERVICES WITHOUT ANY CBLIGATION




PERSCNAL INFORMATION COF APPLICANT

FULL NAME MR MAS MISS SEX
M Fomawa 1
SURNAME NAME MIOOLE NAME AGE
OATE OF BIRTH: Altx Recemt Phaiongrach of
Apghcant willt sgnature
PAESENT AESIDENTIAL ADORESS - Ouie Mo Yeus
[MENTION BUILDING FLATNG STREET CITY AND FINCODE]
RETIREMENT AGE
CUALSFICATIONS.
STATUS 3
PHONI -
o Fl RESLIENT a
FNAME AMO ADORESS OF EMPLOYER/BUSINGSS von _—
[MENTION BUILDING FLATNG., STREET, CITY AND FINCOOE) RESDE
MARITAL STATUS Sngle O | pugseorTag
vre O onw O | crecmoaras
HUMSBER OF CEFENOANTS t
Creren__, . Orery 7
- _ & c;;a:: ;npnssenr PHOME ]
/BUSIN
YEARS PRESENT ACCOMMOOA TION
DESIGNATION. &xT. O Farvas O Ehaty & Coar
- Farey O oo (1| MEMBERSHP-
LOAN AMOQUNT AECUESTED | TERM FECUAED NCOUE (MONTHLY] | GTHERWCEME t RENTED, MONTHUY RENT N 3
[Soues)
RS TEARS RS As RS,
PERSONAL INFORMATION OF CO-APPLICANT . )
FULL NAME MAMRS MISS SEX
Mare £ Famuse 3
SURNALLE NAME MO, MAME AGE .
- DATE QF BIRTH
PAESENT RESIDENTIAL ADORESS _ N Dzie Monm Yem ‘c:" Racwen Phrepegraca of
{MENTION BUILDING FLATNG . STREET CITY AND PINCOOE) -ApOnCant Ml 3L ranre
§ . AETIREMENTAGE o,
. — N R CUALACATIONS .7~ 7 ot T ot
- Z STATUS
- PHONE
NAME AND ADORESS OF EMPLOYER/QUSINESS RESIOENT O
{MENTION BLILDING FLAT NQ._ STREET. CITY ANO PINCOOE) MARTAL STATUS S O | MONRESOENT a
o Py | PASSPOIT MY
| crepacands
MULIEER OF DEREMDANTS 1
NO OF TEARS W PRESEMT DEFT PHONE Crreran g P
JOH BUSIHESS )
e EXT. | presenr aGEoMAIOATION
o . At T |ty 4 e )
Py O troan 01 | diprrtemng
RELATIORCSME WITH AFFUCANT - e e e ——
¥ RENTEQ MONTHLY RENT
A4 ————
BANK DETAILS
HAME OF ACCOUNT HOLDER CURRENT OR | NAME OF BAMX. AQOAESS OF BANK ACCOUNT NUMBER
. R SAVINGS A, C
, .
3 .
v




-4
- P N . SEX
. I - PERSONAL INFORMATION Of GUARANTOR I e @ P
- FLLLNAME MAUMAS MISS AGE - n
o
E —— DATE OF BIRTH Photograph of
- - DCaie Monl  Year Guarantor Wit gl
- - PRESENT RESINENTUL ADORESS AETIREMENTAGE . .
LT - {MENTIGN BUILDING FLAT NQ., STREZT, CITY AND FINCOOS) OUALIFICATIONS __ .
: - . STATUS
X RESDENT O
PHONE ‘ noMpESoEN O
NAME AND ADORESS OF EMPLOYERBUSINESS MARITAL STATUS Single O ch::s
{MENTION SURDING, FLAT NQ,, STREET, CITY ANG PINCODS) Maes O ormq | TEOT
- . . L
- .. . HUMBER OF DEPENOANTS ?
B . ey
0 & Ot
PRESENT ACCCAWOOAION
ogFT ND OF YEARSINPRESENT PHONE | o0 o Roae 3 | MamOwing
DESIGNATION Funee (1 Ermcayt O
.. L. - .- JCHIBUSINESS  veams T ¥ HEATED MONTHLY AENT
. . LT “
- . (" TELATIGNSHE® WiTH APPLUIGANT Rz
. - I
- t 3 i
A ] PERSUNAL INFORMATION OF GUARANTOR H oa O a
FLAL NAME MR MASES AGE
Athx  Recoant
. . SLRNALE MASEE MIOOLE NAME OATECF B'RTH Phresoorann ot
. Cusg Monh Year Guiramdr wil gnotars
- A PRESENT AESIDENTIAL ADORESS RETIRSMEMTAGE __ ~
) . : {MENTION SURDING FLAT HO _ STREET, CITY ANG PINCOOE) QUALECATIONS . | STATUS
ST resoent O
. - MOMARESOENT O
: * PASSAOAT MO
HAME AND AOURESS OF EMPLOYER/BUSINESS wasTaL STARG S T | conervroanos
R . , (MENTICN BURDING, FLAT NQ | STREET, CITY AMD PINCO0E) Ve 13 Over G .
R MUSUER OF DEPEMCANTS >
.- .. . [= e o | >
N R b ok Otver
oePT NG OF YEARSINPRESENT  PHONE PRESPNT WESIZIGDANGY | Memtarmr
CHATION Qe G reen
ocs JO8,8USINESS Farae I, |
. ——TEARS &T ¥ RENTED MONTWF AENT
. - AETATIONSHE WITH APPLCANT As.
SOURCES APPLICANT CO-APPLICANT GUARANTCA S GUARANTCAI
Saimry
From Buwvers =
. . .
Freamy Protedton
TOTAL
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FINANCIAL STATEMENT OF APPLICANT AND CO«APPLICAQ

!

2,

LIFE INSURANCE POLICY (IESY,
FOSTAL LAMOUNT)

MATURITY DATE(S)

ANNUAL PREMIUM

{I} QUARENT CUTSTANOING
BALANCE

(1) INSTALMENTS PAYABLE
PERMONTH
{INCLUOING INTEREST)

(%) GTHER CONDITHONS

ASSETS LIARILITIES
PLEASE TE BELOW ALL LOANS PROPOSED/TAKEN FROM
EMPL IOVIDENT FUNDETC AND ALL OTHER LIABIUTIES AND
WSTALMENT(S] PAYAGLE PEA MONTH INCLUDING INTEREST
= AGAINST EACHLOAN.
PARTICULARS APPUGANT  CO-APPUCANT 4 P,';Sc“m co—ap:swm
SAVINGS INBANK R e L. EMPLOYER -
IMMOVASLE PROPERTY 2. PROVIQENT FUND
{SPECIFTy 3. CREUNT SOCIETY —
CURRENT BALANGE IN ¢ A FAMILY & FRIENDS
PROVIOENT FUND
[APPLICANT S SHARE) § OTHEAS (Speciy)
THER ASS: FECI €& PLEASE [NOICATE -
c,i ETS‘S_ i ) CUARENT OUTSTANGING
a - BALANCE
LIFE INSURANGCE POLICY (IESY/ (i} INSTALMENTS PAYASLE
POSTAL {AMCKINT) PEAMONTH
MATURITY DATE(S) - {INCLUDING INTEREST)
ANNUAL PREMIUM [F) OTHERCANDITIONS
DEPOSIT WITH BOAROWINGS FROM -
LE/LBL LB/LeL O
F D
GC.F.O
5. FD -
LLSO
LEL/SHAAES .
Foha Ha. .
Dttingtve Mo, -
FINANCIAL STATEMENT OF GUARANTORS
A ASSETS - LABIITIES
e e e e 4 — | PLEASE INDICATE BELOW ALL LOANS PROPOSED/TAKEN FROM
- -t mme—am e . EMPLOYEE PROVIDENT FUND ETC ANDALL OTHERLIABILITIES AND
. WSTALMENTIS) PAYABLE PER MONTH INCLUDING INTEREST
AGAINST EACH LOAN
PAATICLRARS GUARANTCR-  GUARANTORI Gunaplgrron-l GUARANTOR-I!
fS RS, - .
SAVINGS IN BANK " L EMPLOYER
MOVABLE PROPERTY 2. PROVIDENT FUND
{SPECIYY 1. CREDA SOCIETY O
CURRIENT BALANCE IN £ FAMILY 8 FrIE
PROVIOENT FUND FAMILY & FRIENDS :
IGUARANTCOR'S SHARE] 5 OTHERS(Speaty}
OTHER ASSETS {(SPECIFY) § PLEASE INOICATE

DEPOSIT WITH
La/L8.

FOo -

C.F.0

S.F.0.

LLS0

LBL SHARES

Foley MNa.

Dratcinee No.

BOAROWINGS FROM
LarLBL
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LOAN DETAILS
PUAPCSE OF | ESTIMATED REQUIREMENT OF FU_NDS ESTIMATED AVAILABILITY OF FUNDS .
THE LOAN :
| TOTAL PURCHASE PRICE (COSTY £ LOAN REQUESTEDFROMLBL Ry
COMSTRUCTION COST fis

CONSTRUCTION O

2 ISCIDENTALCOST
PURCHASE a

EXTENSION a

SUMOF LTOD

3 CONTINGENCY (5% of 1and 2) As

4 ESTBIATED REQUIREMENT OF FUNOS ’

6 SAVINGSFROMSANK

7 DIBPOSAL OF INVESTMENTS As
2 AMOUNT ALREADY SPENT Ay .
(Sowcn }

9 PFIREFUNGABLE NON a o
AEFUNDABLE}

10 OFMER{SPECIFYI At

11 ESTIMATED AVALABILITY OF FLINGS

TaQTAL Rs SUMOF STO 1 TOTAL  Ax -

NOTE ESTIMATED REQUIREMENT OF FUNOS (BLOCK 4] SHOULD ATLEAST EQUAL ESTIMATED AVAILASILITY OF FUNDS (BLOCK 11

DETAILS OF PROPERTY TO

BE ACQUIRED -~

ADDRAESS OF PROPERTY

(MENT'ON DWELLING LINIT O , STREET, CITY AND PINGOOE)

15 THE LAND

1S THE OWELLING UNIT | UNEXPIRED TERM OF
Provoses L2 Reacyid L

EASE
tnoer Comeruchon —nart
Not seciwa(} TYPE Earquow O
FrrarcagX Agaanare O Row Fiouse O
Leasenca(l Oms 0 fur O

—— r———
MONTHOF COMPLETION| ExPRENSES P M, OON
Mana PRCPER

Year
. Rs
STATUS NAME(SIOF OTHER O 1] 4 ¥ Dee0n MEMBEA OF MEMBER OF ASSOCIATION
. 1 P OwrwOOw R OroLaon CC-OPERAMVE SOCIETY I APASTMENT OwWERS
O Soka Ownar O famteg C S
O CoCrwrmer O Prooceed L I ]
NAME AND ADORESTOF SOCIETY ASSOMATION ¥ e aonary or ASD has bovrtveed of | PARTICIILARS OF T - NG OFWVEMBERS N
OF APAATIMENT GWHNERS (ALY Procoss 3 tomow fom ety sourcy | REGESTRATION OF SOCIETY ASSOCIATION
- Smase rOCMe T AOWTE  aed | SOCIETY, AGSOCIATION
e e T e L e e —————— o TR
- aas [R - enmi gy e et men [ —— e

COMPLETE ITEM (A},{B) OR (C) WHICHEVERS I5 APPUICABLE IN YOUH CASE

() COMPLETE FOR COMSTRUCTION

{B} COMPLETE FORPURCHASE

{C) COMPLETE FOR EXTENSION

AGEOF STRUCTURE
PURCHASE PRICE OF LAND {INCLUDING PURCHASE WHEN
BURDING 15 UNQER CONSTRUGTION)
Rs. PURCHASE PRIGE OF OWELLING UNIT ORIGINAL COST.
AREA OFLAND S0.M a5 oF LANDG As.
SURD-UP AREA SaM CONSTAUCTION CQST
ESTIMATED COSYT OF CONSTRUCTION 15 THE DWELLING UHIT BOCKED?
Rs YES NO(IF YES AMCUNT PAID) COST OF EXTENSION
As As
PROPOSED BUILT-UF AREA PRESENT OWNER BUILT-UP AREA OF EXTENSION
SQM - 50M
NQ, OF OWELLING UNITS ¥ THE DWELLING UNITHAS NOT BEER PARTICULARS OF EXTENSION
BOOKED INDICATE INTENDED-
HAS SANCTION FOR LOCANON
CONSTRUCTION FROM THE AREA OF DWELLING UNIT
COMPETENT ALITHORITY S0 _
BEENMOSTINED? YES 80 ESTIMATEE} VALUE  Rs
(IF YES GIVE OETAILS) HAS THE COMPLETION CEATIRCATE INTENQED USE OF EXTENSION

FROM THE COMPETENT AUTHORITY

BEENCBTAINED? YES NO
{IF YES GIVE PARTICULAAS AND DATE OF | HAS THE SANCTION FRIOM COMPEYENT
SNdCTTO!}IJI AUTHOAITY GEEN O&TAINED? YES, NO
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GENERAL

. YES NO,
I$ tha house o¢ flat 1 for sait ty upoa inton? fu] o
Does & arit(s) or fe f the SoICINILS) G @y M chukd of the apoieant(S) awrl amy
resgential accommodaton? a O yes gvadatans)
In casa gl purcnase, have 31l poperdty tixes been pd Loty date? a g
s the legal iitfe to T property cear? a a
WillLEL ba abls 1o cblan a first mongaga of the progarty? a a
137 Ara the angbcantis) izends) of facla? . =] a
HasyHave tha apphcantls) or spouse of tha apphcanils) earier 200beq to LS for a loan? a Qi yod Gva details)
What ather sacunty wiil you be abia 0 pronda? . .
Hass Hava v applcantis) greon gquarames{z} for aay Dngwans} of LBL? o Oilyazgreadetans)

010 YOU GET TO KNCW LAL THROUGH: [1NEWSPAPERS,MAGAZINE CAADIQ: TYOFREINGS/RELATIONSGOTHERS SPECIFY

REFERENCES.(vaME AND ACORESS OF Tw REFEREES)

. Gifes

AL requres you lo kst two fe-
ferews. LBL wil Mzia Such ane
Quvers a3 1 dewns nocTssary
fom e mierees arecty The
rR{frmas MIY DA YOuT BMpKYer,
Rrmly doctor or soncror Lankar, C
uditor o laacher wha hasg
kngwn youp kor 2 penoa of five
YA OF ctoen DUt it ot related
Ryou

DECLARATION

| declare that all the parnciiars 2n0a INfOMANON Jrver IN TS ARPICIVON form are Nye. COMect Jnd compiets and that they shall

{om the basis of any lozn LBL may deade to grant ta e, | conlimm that [ have had 60 inscvency proceedings ’

2cainst ma Nor have | even Deen adpdcaled msotvent | fusiar conhom 1t | have read e brochure and undersiood the )
contents, [ alsg understand that the procassng lees are non-refuncable |igree thal LEL may take up sxcn
rglerencas 33 t ConsGers necessary 11 respect of thi 2000abcn LBL may make such enquisies in respact of my
2pplestion as il May deem necassary. | undenaka t xfomm LBL reganiing any Change in My ¢caupaton’ T

amployment

i furher agrew that mry koan shalf ba govemed by T rules of LBL whxh may 04 i1 force for e me Deng

Apphcant's snature

Co-applicants Suondiu
Date-

DQate-

INSTRUCTIONS:

I. . Aead the LOAN APPLICATION FORM carefully.
2

covenng latter.

5. Incomglete applicalions are hable o be rajected.

3. Allgetais must be idledin. I rot applicatie please waia N A.
. All documents listed in the spoiccation form are 10 be subrmted with thus acolicaton.

Tha relevant details filled in tha Appfication Fams aie for the precessing of your Application. Any Crreumst-
ances nat covered n your appicatgn and which have a beanng on the decision, should Be set outin a
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SAMPLE PRESS ARTICLES

Bhagat, Mukarram. "Funds for Housing: The HDFC Model".
UPDATE., December 27, 1985.

Satwaliekar, Deepak, General Manager (for Finance and Planning)
H.D.F.C., Bombay. "Housing Finance System in the US and Its
Relevance to India". TIMES OF INDIA. December 7, 1985,
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COVER STORY

0

FUNDS FOR HOUSING

'he HDFC model

Millions of urban Indians have always aspired to own a home. But withlittle support from the
_government, the banks and the financial institutions, it remained a distant dream for most — untii
recently. With the setting up of the Housirig Development Finance Corporation Ltd (HDFC) ir 1977,
virtually single-handed by a man with a lifelong passion to assist individuals own a home,
thousands of families all over the .country have seen their dreams come true. MUKARRAM
-BHAGAT analyses the breathtaking growth and success of this pioneer institution

: 'Advan'cin'g money for building modest

Finance Carporation (HDFC) has done,
with gratifying resulls. And more-it has far
over-stepped its initial targets.

In a feasibility regort of |he Housing
Development  Finance  Corporation
(HDFC) -published in 1977. grass loan
ganctions were expecied fo rise from e
neminal Rs. 3 crores in the first year 1o
Rs. 35 crotes in the [ifth year. But-the
sctual record is far belter — sanctinus
sose from Rs. 7 crores in 1978-79 to Rs. 76
corzs in 1982-83. And in lhe jast two
yeers, the loans approved nearly doubled
o Rs. 135 crores of which over 70 per
cent were disbursed

Gross income which was a meagre Rs.
38 lakhs in 1973-79 jumped to Rs. 143
crores in the next four years. And in the
following iwo years, it rase iwo-and-a-
half times lo over Rs. 37 cores. HOFC's
cumulauve 1oarn approvals of Rs. 424
crores since inceplion, in respect of over a
lakh unus spread over 360 lowns and
cilies all over India, has helped catalyse
investment of nearly Rs. 1,000 crores in
housing by individuals, companies and
other institutions. [seechart).

Yhatl is slso remarkable is the high
Ievel of prolitability of HDFC's- fast
expanding volume of operations. In the
last three years, pre-tax prolils accounted
-for mearly & quarier of the corporation’s
gross income and three-lourths of its net
income,

However, after meeting the cost ol
funds” the net income as a proportion ol
gtoss income is steadily declining — the
cpst of berrowingsis iising faster than total
income. Similarly, pre-tax profils are alsg

H T Parekh: balping Lbommixncgmm 2 home

falling {n relation to both gross and net
income which shows-thal marging are
under pressure. But -the.existing wide
margins provide ample room for sccom-
modating the rising most of bomrowings
and mdministrative expenses which wan
be expected (o continuets incraase faster
then incoee as the soal:.-of HDI-C s oper-
ations Increases. -

So ths key to comiottable surpluses
will Continue to lie in careful contrel of
cstablishment costs, inngvabve mobilisa-
fion of low cost funds from non-conven-
tional sources and Lhe:r s'kﬂful deploy-
ment..

Neglednd secior: Huu.-smg has been an
area wherze sparl from paying -some
asstdaous lip serviee-Jittle has been done
1o ¥ddress the problem. While thereisac.

"utalshortage ol bouses. resources bave been

T e, T SR . .
housing for individuals with modest 1} ::,_}" i, { PR ] H - i ) - ’
[ i{ncomes would surely come low down on s J I K L NS I T /
the list-of business idess. And there were @8 _’;l’_‘-:‘_" o R el vy 20 ]
not many takers either when il was first *‘}Jf LA SR % : r"h' B ] . .
* presented in the mid-70s. Yet that is pre- I ALY ) L e d ! = R A kg; -t
cisely what the Housing Development R-r3%:q - Ee L

- scarce.

Populism, political short-sightadness,
intetlectual confusien, venality and worse
have combined 10 weaken the founda-
tons of the housing industry in urhan
India. - .

The Urban Lland Ceiling and
Regulation Act, 1976 [ULCRA) was intro-
duced by the governmen! with the
benesolent objectives of diluting the own-
ership of vacanturban lands in the hands
of the few and redistributing them to the
relatively poor and weaker sections for
meeting their housing and other needs.
Bul, in practice, the government has not
been able to acquire any sigmificant por-
ticn of the vecant lands — the bulk of
them are under litigallon and outside the
urban land market.

S, in effect, the ULCRA has led o a
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virtual famine of available vacant land for
housing development. It has given g boost
to real estate values thal now bear littie
tefation to the earning and saving capac-
ity of the eaverage Indian. The
high stakes invoived in the real estale
business has led to big scale corruption
and bribery to bend the rules for a {ew.
And the mind-boggling proliferation of
black money transactions 1o every house
purchase deal is undermining all senze of
morality in public life.

Bombay ten! act: Or, take the Bombay
Rent Act (BRA) that  was  passed. o
presumably, pratect “helpless” temants
from “oppressivelandlords. The Act is so
biased in favour of the tenants, both in
terms of ridiculously low levels of rents
and the unassailable security of tenure,
that st has virtually put a stopper on
houses being rented out.

The low rents have led to n&‘gl-eci of

repairs and mamntenance by landlords,
their sole inlerest in the property being

1o roakez a reat ple {all in black} when a -

tenani wants to transier his tenancy rights
ta a third party. And the complete sec-
urity of tenure is preventing these with

- surplus housing space to rent il outl lo

those needing it badly. )

In shorl. the BRA has only succeeded
in protecing existing tenants sgainst alf
future lenants, in dnving out the supply
of rental spzce from the housing market,
generating large sums of black money in
rental property lransactions and in the
general deterioration of extsting housing
stock to abysrral levels of neglect and dis-
tepair.

Apart from mindless legislation, urban
housing has also been a victim of the low
prionty accorded fo it in the planning
process. Total investment in housing has
fallen drastically over lime. from 34 per
cend in the First Plan lo around 8.0 per
cenl in the Sixth Plan and 9.7% in the
draft Seventh Plan.

The decline of public investment is
even more precipilous. Il dropped from
16 per cent in the First Plan to a nominal
2.3 per cent in the Sixth Plan and1.6%
in the draft Seventh Plan. Thanks 1o such
step-motherly treatment. the contribution
of houysing to national incotne has also
shrunk from 3.7 per cent in 1960-61 10 3.3
per cent in 1978-79, lo3.Lper cen! in198a-§1

Says MNasser Munjee. economist at the
Housing Developmen! Finance Corpora-
tion [HDFC). "Our planners have always
looked at housing rather mistakenly as
consumption-onented rather than as an
investmen! and employment generating
sctivaty. But, housing. il encouraged and

L supported by a proper national policy,

Nasser Mugjee: housiag £n investmeat activity

can play 2 critical role in generating over-
ell economic development and in widen-
ing and deepeming the nation’s capital
markets.”

The extent of neglect of the house-
butlding industry can be gauged from the
fact that commercial banks do not provide
construction finance to builders. So the
builders in turn raise a signtficant part of
their finance needs frem buyers by way of

’

gets no institutional support for financ-
ing his purchase and must fend for bim-
self. And since there is no public fending
there is also no public scriiny of or
accountability for construction standards,
In sum, the housing scenario in India
is full of irony and <contradiztion. The
demand for housing appears to beinsati-
able, but this does not reflect I the
oumber of houses being built. People 2l
aver have a strong propensity to save for
thew own housing, but there is virtually
o nstitutional mechanism o tep it.
Housing, apart from being an essential
need, can also be a catalysing activity for
the economy at large. But the plannérs
dont appear to think so. Housing is-a
legilimate and profusble activity, bt
banks don't give construction finance to
builders and the governmen! immobilises
the bulk of the available lands. And the
burden: of this conspiracy of populism,
shert-sightedness, and neglect-has .to be
bome as always by the “common man™
who has to fork out large sumns of money
for owning small. standard kauses of poar
quality. L TR
Enter Parekh: It is a scenario that leaves
no rgom for cptimism. Yet, H.T. Parekh,
the man who conceived the Housing
Development Finance Corparatien [id
(FIIFC], has taken on the dsunung lask of
providing housing o ordinary- penple
and, remarkably, has tnade the scheme

instalmenis. But the [fat purchaser too work. .
LOAN APPROVALS LOAN DISBUASEMENTS . - .
[CUMULATIVE} * [CUMULATIVE]
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Ever since his student days. at the
London School of Economics {LSE) over
four decades ago, the problem of housing
has engaged the attention of Parekh, foun-
der-chairman of HDFC. He was impressed
by the work of numerous ‘huilding
socielies’ all over the UK. These are pri-
vale [inancing agencies which accept
deposits from individuals and provide
low cost housing loans in tum to facilitate
private home awaership. Similarly. in the
US. there were the Savings and Loan
Associations (SLA's) which provided
cheap, long-term credit to individuals for

acquiring.their own homes,

Parekh wondered why in India, where
housing posed & maore serious problem,
no such institutionel arrangment existed.
But for years his vision of a housing
finance institution could nat be realisad.
After returning fom the LSE with 2
degree in banking and finance, he worked
for over 20 years at the Bombay Stock
Exchange (BSE) with a stockbroking firm.
Thereafter, he joined the Industrial Credit
and Investment Corporstion of lndia
{ICICY} gs deputy generzl manager in 1956
and rose to become its executive chair-

man, leaving it in December 1975,

But through these years, he toyed wit}
the 1den of setting up a housing finance
agency suited to indian conditions anc
apoke to people about it. In 1975, he pre
sented a blueprint for a housing finance
development bank to iop bankers and
hesds of financial institutions.

But most people thoughtthat a system
of housing finence cannot work in India
there would be massive defatlis in loan
repayments. But Parekh was convinced
about the|strong propensity smong peo-
ple tosave far acquiring a hame of their

- * N -

nnovative schemes to tap savings- -

The HDFC has designed innovative
housing loan-linked-savings schemes
far mabilising funds from individuals,
companies and trusts. The msjor sav-
ings schemes are the loan linked deposit

t (LLD) scheme targetied mainly st indi-

viduals. the certificate of depasit (CO}
scheme targetted at companies, (rusts
and individuals in high income brac-
“kets. end the home savings plan (H5F]
imntroduced just 3 few months ago.

Under the LLD scheme. an account
can be opened with an initial deposit of
as little as Rs. 200. The mintmum
account periad is of 18 months snd
maximum &0 months. The savings
deposi earns interest al nine per cent a
year. compounded al hail-yearly rests.
faterest sarned on.these depasits is elig-
ibleg for tax deductions under section
80L of the Income Tax Act up-to 2 limil,
af Rs. 7.000. ]

The LLD is flexible in several ways
— the amoual saved, the period for
which it is saved, the regufarity with
which savings must be deposited. After
compietion of the minimum 18 months
from the date of the lirst deposit. the
LLD account-holder is eligible for a
housiag loan from HDFC on a preferen-
tial basis provided he has saved st Jeast
Rs. 3.500 in his accouat.

The smount of the loan +that is
sanctigned depends ‘an the amount
saved and the repayment capacity of the
borrower. It can be up to 80 per cent of
the total cost of the house provided the
remaining 20 per ceat has been saved in
the LLD zzcount, but not exceeding Rs.
2 fakhs.

The loan repaymen! perad is also
lenger for LLD depositors — 20 years
compared lo the maximum of 15 years

for the general public. However, there

need not be any commitment to take g
Hhovsing loan and the depasitor can use
the LLD scheme as & yeneral savings
schome ~Agpendings- co bls - apecific
requirements.

As of 30 June, 1985 the LLD) depasits
with. the HDFC amounted fo Rs. 123

-crores or less than ans per cant of the

lotal  deposits "of Rs. 178 .coores

- modilised from loan-lm}:ed savu:gs

schemes.
(D Scheme: The CD schéme is by far the
moast impartant saving schemae af the

* HDFC. As of 30 June, 1385°§t conti-

buted Rs. 176 crores or almost &l of the
deposits mobilised by the corporation.
YThe msjor depositors here are com-

, panes. trusts {charitable, employee wel.
:fare. elc.] and Jocal bodies (municipal
corporations, schools, hospilsls, tem- -
- ples) A CD sccount ean be opened with
. & minimtim deposit of Rs. 2000. The

raaturity period ranges from sfx months
{o 6G months.

The inierost awmount is paid every
.six months from the date of the
depaszt and Is eligible for tax deduc-
tign tnder section 80L of the Income .

Matunity Period | - Interes Rate

(1o moats} * Trass - Others
skt Them ¢ Uwe
Twelre” ST L %
Tweaty-four | 11.5% 11%
Thirty-six~ 120%  "1L5%
Sixty .t - 12.5% 12.0%

* Deponts from noo.rextdent Jodun (NRIs) made
dibdgh 2 NR lexternul] secnyot muintaned in
lndis or by direct remsttsnces e acespted for
thefr years bn depomioatioas of Rs 10,000 They
cuTy an iolaresr rate of 12% a yest, paid anou-
dly

—_—

Tax‘Aa' D  account-holders — be ;r

companies or fodividuals — slsa ger
prefarence for housing Joans.

However it is not necessary for s
person or an - grgEaisation lo partic-

.pote in any  of these schemes in order

ta be eligible for @ heusieg joan, You

* -can also get & “waik-in" housing ~ loan

le. g loag not linked to any saving
scheme, wnlike in the West where
housing flivance  societies lead anly 1o
congibuting members. But the HDFC
_will sceord .. lower priority to such
" cless, which meags it could tzke mare

. .Hme to clear them depending on the
- demand far loapable funds. It is also

likely to show lesser flexibility in
-determining the loan amount as well

. as the repayment period,

The interes! rates mﬁbie by all
Iadividuals an housing loans  oblaned

' Irom the HDFC are as follows:

Loan umaounc Apnoad interest rate
Rs. 20.000 and less 12.5%

Re. 20,600 50,000 13.5%

Rs. 50,000 - 1,00.000 14.0%
.Rs. 1,00.000 and above 14.5%

Thereisno interestsubsidy for any
categary of borrowers  except for
sharebolders who are  eligible for an
Jfnterest concessipn  -of one-half of one
percent an  the normal lending rate of
the HDFC.  But this discount js spplic-
able only on that portion  of the loan
equrvalant (o ten times of  the pomina!

-velue of the shares _fof Rs. 100 each} -
“held at the - lime of the processiog of

the foan.

Repayment: The * repaymen! period is
normally 5 10 15 years except in case
of LD holders  who can repay over 20
years. The repsyment Js in equated
monthly instalments  [EMI) compris.

- ing principal and interest and  starts in

L{:e moath falfow’ » &+ =7t o g
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the Indian business community (Rs. 4
cratas) and the Indian public (Rs. 4
crates).

Taday. aﬁer seven full years of opera-
tions., HDFC has amply demonstrated
that, giveh professicnal management.
hausing fineoce can work In [ndiz. The
phenomenal ncrease in the scale of
HDFC's activities accompanied by the
growing profitability of iis aperations
shows that & development hank
specialised in the {ield of housing finance
in India is much more than just visble.

The tolal deposits mobilised by the

HDFC now exceedy Rs. 200 crores.
Bosides individuals and companies,
major depositors include stetutory boards,
local authorities, trusts, ubiversities,
zchoals, hospitale and even temples!
Maoy of these local bodies are flush with
funds for varying periods of time. Since
HDFC Is categorised as a "non-banking
financial instituiion,”. its depostbraizing
capatily is nol circumscribed by the
restrictive deposit rules under the Com-
panies Act, 1956.

Two major restrictions under the Com-
panies Act are thal a company canpol

OWIL . .
HDFC set up: His doggedness eventually
yielded results: on 17 Qctober 1977 the
Housing Development Finance Corpora-
tion Lld was jncorporated as a puhlic
limited company with a paid-up capital
of Rs. 998 crores. Because of the cool
. response fram nationslised barks and.the
- public sector financial institutions HDFC
was forred s a co-operative affort by the
ICICT fcontribution to equity: Rs. 50
lakhs), the International Fingrce Corpora-
tion {IFC). Washington (Rs. 50 lakhs), the
Aga Khan,  (Rs. 50 lakhs}, sections of

B e jomye P o il L bt

:r"v'r" T LA
- ynust slso  pay interest on portions of zbe !aan i3 # -foortzEgy- by doposit of -
the loan disbursed fn ingtalments, . title deeds of i :the property Haanced
This “pre-EMI™ [nterest is paysble ° endior agy - adzermcmfy nma}'be
gvery month fram  the date of egch par- b
tial disbursement up lo the mbath io
- which the final  dishursement is mads.
The size of the FEAMI obvieusly
depends on the tertn  of the loan. jis
size gad the jolerest mte  applicable,
The tzble below, preseats the alteras-
tive EMJs (rounded  off) paysble oa a
loan of Rs. 10,000.

B
1

societies call Bausparkasse The major
- objective of the MSP is to eucourage

Individuals "to star! saving now for g
~ home in the future™ and the lure is the
The HDFC -.akoopeﬂtmf.a e of «+; Jow-cost foan they can Jater draw fmm
credit schame "runder swhich Jt pragts - the HIFC

I6ans to  amployses-pomisiated by the -Under the Plan, the psrticipanf must
compsny, " The doaps under, 4his . save a certain smount of manzy with the
schems ‘cany go fnltrrost”; ‘rate of 135 HDFC regularly, for at least two years

perczitt o 1.5 pes .aentdependmgm . .and-uplo seven years. These savings-
. - the size of -ﬂz.é Jadn' M*BWO bﬁ * earn interest at the relatively low ratg of

“EMI for 2 Rs. 10,000 1can
C YARs )
Termofloen  Varymng vatesof iterest
{izt yerss) . -
- 12.5% 135% 14%  14.5%
; 10 . 51 157 180 161
3: 13 126 131 13§ 40
-1 0 - M6 123 126 180

The respective  EMIs for loans of
different si1zes can be worked out by
preportionately  increasing.or decroas-
ing the approprizte  EMI in the table
above, Thus the £x0 for ¢ Rs. 50.000
loan sttracting 3 15.5% interest rate for
-g 15-year period wou!d be Rs. 665 (Rs
137 X 51 .
" Besides individuzls, the HDFC alsa .
lendste  compenies for construction or d
purchaze  of pew dwelling units lor the

WaL] ﬂwdmﬂhfmwwﬁmm byl !

by e

Y

;e d

use of thearr  employees anywhere in
. India. HOFC  ardinarily fends upta a
- maximum af 50 per cent  of the cast of
- the bousing project end the loan

. amougt does gof  normally exceed Rs.
1 lakh per unit. L7
" The loan i+ nermally repayable

* within five years. The interes! rate
structurs “begins st 14.5 per cani per
anpum and  lakes into consideration

guzmnteed b_r zh&' mrmny*'??:e-

ob;ecavg heré {5 to help companies
recruif

“acts as apt addeq .. inceelive lv com-

panies fo plice ﬁdcpom: with HDFC -

and got preleroatie)  trostment {or tfre:f
loan < pphcabous

e e
:H.- .:" .~

3

New Scbcmz' 'Hle lah:.ﬂ Jddman to u‘:e

six per cent a year. Buf on completicn of
~ ‘this peripd, the participant is eligible for

sand ., :-»_m&dn tiicmeignated -

_'-zmp!cyees “by providing ‘them finan-

- ~sgved [subject lo @ maximum of Rs.
* cial assistance “for. housing. "This aiso

80,000} 8¢ a low muerest rate of 8.5 ger

2 loan one-and-a-halfl limes the amovot-

cenf g year.

, The Joan has o be repard in Ehfls
over .z 1Z-year period. Thus & loaa
smount of Rs. 60.000 vader the HSP
entails an EMI payment of only Rs. 580
over 12 years comnpared o Rs. 816 over

the extent of HDFCs finance, the

| HDFCs smoury ‘of schemes is the 15 years under the normai lending prog-
s period of repsyment. averége cost per “Haome Sariags Flag”«[HSP) designed rRepme,
’ unit and other factors  The secunty for  on the pafiern of, West Gaxmbau:mg

e —
UPDATE 27 December 198529 1 -1~ -
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rase deposits exceeding 35 per cent of its -

pet worth and for a period of lime exceed- |, - . ¥ s L -t

ing three vears. Under the non-banking | Tablel | 1;=g‘§8n°1lqn3, mddiBt{ﬂmments T
finaneial directive of the Reserve Bank of it - P et

Indis {RBi} for depasits, there is no ceiling ’ R - - fRs crores)
of the amount of c!epqsits.. that ¢an be Year andad 30 June 1979 1980 1881 1882 1883 19384 1985
raised by such an institution. And the = :

meximum lme period for which the : - ) .
depasits can normally be held is jonger at Groxs sanctions: T 500 150 200 250 350 — . —
five vears. However, here too, there are . A 71 232 336 486 76.1102.0124.8

cersin  “exempled  categories”  af Ditburzements: T 3.0 100 150 200 270 — —

depositors {local suthorities. statutory fas % of sanctions} . A 6?'0 661 754 800 77.1 T

boards, end such state or local govern- tas % of tions) . 13':33 3593; é;g 23.8 47.8 749 93.2

ment organisations) who can deposit thetr T ramer Sinf_: ans N b . .53'9 528 72.8 6@'2

raogey for any period of time. ' = - - —

“A large podtion of the deposis coi-
lected by HDFC are for a penod of five
years and abave,” says G.W. Kshirsagar,
genersl manager. resources, “And on the
deployment side. -our average lending
periad Ior hausing leans ts not 15 years as
is aften misunderstood, hut much shorter.
Thus, there is no serioys mismaich of

K:llirs'mr:' ro i:imf!cb of resources and Joans
resources and laans — ‘we do nat borrgw
short and lend long. But it is a tight-rope ~
walk and we have to keep 3 clase, almast

daily, waich on the Jevel of deposils and
dishyrsements.” ’ .

Medium term loans: The bulk of bousing
loans sancticned by HDFC lo corpora-
tions, for example, are medium term
Ioans for six {0 seven years and they com-
prise 15 to 20 per cenl of all housing
loans, Furiher, many of the 15-year hous-
ing loans o individuals are repaid earlier
by the borrowerswhich further lowers the
lending petiod. So the average 'mnding
pertod of the HOFC may be around eight
to nine years.

On the borrowing side. term  loans,

which account for over ope-fifth of all
borrewings, are genarally for a penod oi
atleas! 10 years. Almost all the deposits
{62 per cent of all borrowings) onginate
fram the certificate of deposil scheme and
are in the nature of medium term loans of
five up loyears.

Thus the average borrowing period o
the HDFC may be around saven lo eight
years. And everif thers is a marginal mus-
match in thetime-frames of borrowings
end lozns, as long as HODFC can continue
to maintain -a high net average level of
such deposits (fresh dsposit + exsting
depasits - repaid deposit) in relation to
the level of disbursemenls at any given
naint of ime and al a reasonable cost, it s
Tol lkely to face any serious resoucce.
crunch. )

But it may have !0 resor lo a quota
system, as in the West. whereby only &
lixed eamount “of housing loans
sanctioned every month in case adequate
resoutces are naot forthcoming to meel the
runaway demand for loans. Already, the
wailing period for a loan spplication lo be
gleared has steadily msen from around
jour weeks three years ago ¢ around
twelve weeks taday. . )

Resource raising: Thus resource raising
skills are of critical imporiance. HIFCT
has so far met with remarkable success in
ratsing funds from non-conventional
sowrces such as hosputals, employes wel-
fare fiinds, schoaols, universilies, statutory
beards, municipal corporations and
myriad ather local authorities who tradi-
tionally deposit their money with banks
al poaor rates of return. [t offers them far
higher rates of returnal gto1z per cenl
compared to 5 per cent aveilable from
savings bank accounts and betler service.
But it look considerbale effort and
ume to build up confidence. “Earlier.
there was considerable resistance from
lenders 1o give deposits 1o HDFC,” says
Kshirsagar. "Therr major warry was the
safety of therr funds since HOFC ‘was a
non-official institytion in the new and
unciriain ares of housing
]

finance.” .

Innovative schemesfinstruments that tag
the powerful propensity of bath individu
als and companies ta save for and inves:
in housiog bave slso met with success
(see box]. ’
As compared to the resource-raising
.skills and etforts that HDFC has to exert,
the public sector flnancial institutions

‘

'D. Parekh: deposits often xre 5 quid pro que

" such as the B, IFCL, NABARD enjoy a

virtual cake walk. Resources ere ear-
mazked for the latter by the government
- they do not have to skilfully mobilise
them in the apen market. All they need to
do is to call the nationalised banks or the
designated disubrsing authority for releas-
ing the funds allocated 1o them hy the
finance ministry — hardly an environ--
ment that can inculcate innovation or
dynamism. In fact, the HDFC is the only
conventional financial institution in the

counlry which raises all its fupds com-
petitively,

Cost of funds: Bul compeliive resource
mabitisation igevitably raises the HDFC's
.cost of funds On an average, it obtains its

UPDATE 27 December 1985-9 [anuary 1988
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funds (from banks, instsiylions, com-
panies. trusts, local bodies) al 2 cost of 10
lo 12 per cent a year — much shove the 8-8
per ceni tale of interest the government-
owned ingtitutions have te bear cn their
funds raised largely from captive, non-
eompetitive sources. And since on the
lendiag side, the butk of HDFC's loans {85
per cent] are to small individuals for
acquiring houses [the average size of
loans disbursed in 1984-85 was only Ks.
49.000). and it cannat charge very high
rzles of interest,it has Yo operate on a very
thin spread of 1.5 lo 2.0 per cent between
its average lending and borrowing rate. In
contrast. most financial instiutions fn the
country operate at spreads of around 5
pes cenl.

Moreover, HDFC faces many rigidities
and restrictions in the deployment of
funds. “Depostts raised from hospitals
and term loans from the Army Group
Insurance Fund, foc instance, are linked
to provision of housing loans to doctors,
nurses and army personnel respectively ”
says Deepak S. Parekh managing dizector,
HDFC. “Similarly, deposits by corpora-
lions oo often involve a quid pro-quo —
the HOFC has many times provided hous-
ing loans that are twa to three times the
deposit amoun! to meet the housing
finance needs of their emplayees.”

How then does HOFC still manage lo
generate handsome operating prafits and
1 breathtaking growth tn the volume of its
operations? Table 2, which analyses the
financial performance of HOFC, leaves lit-
e dowbt about ils remarkable success.

Belween 1982-83 and 1984-85, tots!
incame increased (wg-and-a-hall tices
from Rs. 14.46 crotes to Rs. 37.15 crores,

FPradip Shah: sstablishment costs will incresse

pre-tax profits 1.7 times from Rs. 4.33 to
Rs. 7.45 crores and nel profit 1.8 limes
from Rs. 2.89 lo Rs. 5.15 crores, The rate
of dividend has steadily risen from 5 per
cent in 1980-41 to 10 per cent in 1982-83
to 13 per cent in 1984-85. Yet payout has
steadily declined fram 8s much as 435
per. cent to 23.2 per cent of distributable
profils during this period.

The earnings per share in 193485 -

were a healthy 52 per cent compared to
29 per cenl just twg years ago.the bock
value of the Rs. 100 paid-up share Rs. 208
and the market price {at the Bombay
Stock Exchange]'is today around Rs. 150.

‘A remarkable perfarmance by any .

SOURCES

- s

Bank loans
{Rs. 28 croces)

{As. 20 crores]

{As. 21 crores)

and K - e

o

USES

| I TR

Nat working chpital
1Rs. 51 crores) -

nvestments
{Rs, 17 crores)

-

yardstick for a quasi -~ official, conven-
tiona! financial institution thal operates
in  the non-conventional® field of
providing housing finance to the common
urban Indian &t effordable, and not maxi-
mal, rates of interest.

No-nonsense approach: I takas several
things to help attain such sturdy perfor-
mance norms. One is the business-like, no-
nonsense approach of the HDFC manage-
ment in safeguarding the basic {inancial
viabilily of ils operations.”

Thus, the administrative expenses or
¢stablishment costs are largely met from
sppiication processing charges{linked to
the amoun| applied for] legal fees for
crealing & mortgage and technical fees for
inspection of the house properly at site.
During 1983-84, for example the total
establishment costs amounted to Rs, 2.11
crores which were fully met from other
income from “Fees and other charges".
And during 1984-85, sbout 85 per cent of
administrative expenses were met from
this source. Thus the thin and declining
spread between.HDFC's average borrow-
ing and lending rale is not unduly bur-
dened with establishment costs. Instead,
it iargely goes to swell pre-tax profits.

But the administralive casts are likely
to increase steeply with the growing vol-
ume of aperations. The nature of HDFC's
operations is  retail  bhoth on the
resource mobilisation side and partico-
larly on the lending side. It taps funds
from diverse sources and lends them to
thousands of individuals. The average
size of borrowings aad loans is also rather
small.

" The large diversity and small size of
individual transactions means high
admnistrative costs. Moreaver, each loan
account is not a one-time affair — it has to
be regularly monitared and followed up
for many years lo ensure limely repay-
ments and a near zero default raie. And
the: way HOFC's loan sanctions are bur-
geonung year after year, s establishment
costs are likely to shoot up foo sharply in
the years ahead for the processing
charges and legal fees to cover them
adequately.

“In the years lo come, aur administra-

~tive expenses are bound 10 increase shar-
ply” admits Pradip Shah, general man-
ager, HDFC. “This is because our loap
approvais are growmng rapidly and each
new Joan account eatails follow-up costs
for the next eight to nine years on an aver-

8ge.

Confident: But the HDFC ma.nagemenl— is
- confident  of absochiog these cost

“* inéreases by improving staid productivity.

" Not that 1t is low at present. With s tctal
staff strength of only 435 persons spread

24
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ver 13 branches and the  .d office in
Bombay end a hear Zero default rate of
loan repayments, HDFC's reach and ser-
vice capavnlity are enviable

This has been possible due to both
excellent in-house systems and proper
manpower selection and iraining. For
example, ell the mejor decuments and
forms required for sanctioning a loan —

“Highly sireamlined sysiems and
documentstion, 8  flexible not
bureaucratic style of functioning and &
corporate philosophy thal believes the
consumer is supreme. have il combined
to tesult in high stafl -productivity and
motivation”, says Deepak M. Satwalekar,
general manager {finance and planaing).
"Every new recruit goes through training
in the customer relations workshop to
ensure high qualily of customer service."

secunng its (oundations by a well-
baianced deployment of funds and diver-
sification of its sources of income lo the
extent it ic possible within the framework
of its basic manifesio.

Al present, a significant portion of the
HDFC's tota] income. sround one-filth o
one-fourth, ariginates from non-housing
loans. Thus during 1934-85, the HDFC's

T e

Acustomer relations survey covering
all branches conducted by the HDFC this
year shows that most of the borrowers

g
3
2
3
:
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thunk highly of the corporation's staff —
aver four-fifihs a( the barawers perceive
the personnel to he polite. helpful and
clear sbout the loan formalities and

nearly hall think the customer service is
excellent.

While there are many suggestions to
further imprave the service and reduce
costs and delays, the overall opiniona is-
that the HDFC stands out as an excep-
tional service organisation for middle

class people, with high standards of effi-
ciency and hopesty. i

But the ihcrease in the sheer volume

of wark will simply overstrelcl the saff,
however motivated it may be. One way

. out is to increase ils numbers. The other
1 . is to computerise internal operations. The ) )
1 Decpak Satwalekar: ibe copsumer is supreme corporation has already started installing Chapdrasbekbar: setting construction standards
[4 application form. loan guarantee form,  computers and in a couple of years the lotal operating income wag Rs. 34.27
1 legal appraisal lorm ~ dre standardised.  monitoring and control-of tiousands of its  crates of which nearly Rs. 7 crotes origi-
i and pre-printed. This minimises lyping.  loans and deposy accounts will be fully  nated from non-housing loans. This
. wark, loan appraisal lime, errors and  mechenised leading to  considerable  deployment of funds for non housing pur-
i incomplete informahion on the part of the ' improvément in productivity. Besides poses largely include cash balances with
i l applicant and much other paper work. internal cost cantrul, the HIFC is also  scheduled banks. government treasury
L bills, inter-corporale deposits, invest-
‘;, ! - : R ments in slocks and bonds aof public
: Table 1 HDFC: analysis of financial performance - limited companies and loans to builders.
i ‘ Such 2 balanced deployment of funds
L . . . ensures liquidity. securily and goad rates
by - Yaar ended 30 Juna 1979 1380 1881 1582 -1583 1884 1383 of return. “Our liguidity has to be high at
L : " all times 1o meet unexpected dem}nd fac
li Income 038 ..151 347 8.45 14.46 2547 37.15 funds, explams Shah. ThE disburse-
| Lassinterest on borrowings  0.03 018 102 478 871 17.44 2651 ments tend to bunch up just before and
- Not income 0235 133 235 366 GB75 803 1084 just after the monsoons.”
| p Adrninistrative expansas 025 040 D57 084 L4z 271 348 .
t L Profit befora tax {PBT} 0.1¢° -0.83 " 168 , 277 433 °582 745 Property servicing: Recently, HDFC has
' - Tax 0.03 031 0535 050 144 205 230 started a new cell called the “property
: : ;5; .“%0”’8; 4000 33.30 -32.30 3330 3330 3460 30.%0 services group™ [PSG) to help purchasers
. . incorme as . PR
: [ ofgroseinceme - - + 821 -§81 677 433 398 315 285 i‘:le‘:’ afg':r‘;‘;:‘e gf’”?e f“’pe".‘fj Tmh"‘;
L PBT a5 % of gross incoma 263 615 43.4 323 298 232- 200 ! parafe, distinct activity tha
b PET as % of nat income 286 .-689 715 743 753 737 700 increases the range of services provided
' e Profit ahertax 907 -0.82 7114 182 1289 387 515 by HDFC," says Pradip Shah, who aiso
: . . Dividand {%} - et e, BO - 75741000 1200 13.00 looks alter the PSG. “The idea is not to
; [ Payout i) -- . - — "£35 .A12 3460 310 252 make woney but o provide an additional
: 7 E.P.S. (%) ‘o 08 62 115 18X 1288 387 516 sarvice.” The PSG racommends the flats ta
Raserves . 004 086 1307 237 -426 -853 7078 buyers after taking inta account the qual-
. Equity capasl ' 8B 987 887 . 857 - 938 938 938 ity of their construcnon, the track record
 Baok valua {As.] 100,40 106.62 113.04 12377 142.68 16944 208.02 f th2 build d th '1 Dbl h
Net casn accruals 008 053 086 130 194 3274 37| OO er and [he lega! lille G the
Barrawings 10 net worth 02:1 0.5:1 2.7:1 A6:1 75:111.8:1 1361 property. In return, the HDFC levies 3
. ‘ “service charge” on the builder and cor-

‘JPDATE 77 Dwcraber 19459 January 1505 v 27
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porate buyets but no! on individuais.

In effect, this ectivily marks & more
direct entry oE the HLFC in the housing
market a5 aa “estale broker” wha brings
together buyers and seliers and charges a
certain commission to either or both the
parties. "Bul we only saelect those
developers who will accepl the entire
payment in white," asserts Sheh. “There
is no ouestion of any black payment

. wherever HOFC pays the broker.”

The activities of the PSG are likely to
gow in future as more people become
aware of theseservices being offered. The
custemer relations survey quoted earifer
shows that nearly four-fifths af the hos-
rowers 4re not even aware af the HDFC's
propenty service cell. And nearly half of
them said they would have availed of its
services i they were aware of its exis-
tence. This means that the business
poteniia] of the PSG is very large which if
tapped effectively through proper adver-
tising and publicily, can become not only
zn independent source of income for ke
low profile HDFC but also give it a bigger
clout in the housing market.

HDFC is also mvolved in developing
land and constructing residential accom-
madaucn thiough its whally-awned sub-
sidiary, HDFC Developers Ltd. "Our
major obfective is to undertake model
heuse-burlding  programmes in  newly
developed industrial areas where builders
won'l go because it is not very profitable
ta da so”,
chairman, HDFC Developers.

This construction arm of the HDFC
has recently completed the first phase of a
tesidental complpxat Chinchwad— a fast
developing industnal suburb of Pune,
on land acquired from the Maharashtra
[ndustiial  Development - Corparatidn
(MIDC]. Phase.d, corspleted last year,
comprises 476 residendel units, including
a commercial complex. The company
proposes to construc! another complex
adjacent to the existing one in Phase 1
which is expected ta be compieted by
1987,

“Except for 80 lo 90 mdw:duais. the
rest of the fials are company-owned fot
industrial  workers,”  says  Chan-
drashekhar. “Reputed companies such as
TELCO, Bajal Auto, Kinetic Engineering,
Rustom C Hornsby and alse smaller com-
panies have bought houses in this com-
plex Jor their workers™

Chandrashekhar  emphasises
HDFC Developers' prime objective is nat
lo make money but 1o be 3 model builder.
“The construciton standards prevatent in
the coundry are very poor”, he says, “The
layout, finishing and svailable services
leave much to be desired. We hope our

says T.5. Chandrashekhar, .

that

buildings serve a5 mode! constructions to
the builders as well as 1o the buyers.”
Besides Chinrhwad Phase H, HDFC
Developers is alsa canstruciing = huilding
at Vashi for HDFC's own uce. “The 3040
per cent rate of growth in our operation is
creating problams of space yvalability,”
explains Changrashekhar. “We require
net wniytmore=pace forstormy important
documents {mortgage, title deads, ete jbut
alsc fire-safe constroction o ensure

this, an experimental project was
launched &t Valod village in Bulsar dis-
trict of Gujarat. Around 256 people ==
moastly marginal farmers and landless
[abourers — were provided srmall-size
loans of Rs. 206 to Rs. 2500 per person far
upgrading their hames.

“The results of this experiment are
very encouraging and we have sproached
“several organisations to conirihute to the
equily capual of Rs. 2 crores of the prop-

safely * This «mew—oflice. will-alse.—meve- —osed Gujarat Rura! Housing Finance Cor-

assoctated housing facilittes o accomme-
date staff,

“In the futire, the activities of the PSG
or HDFC Developers may lncrease. But
our primary actvity wili coatinue to be
the provision of bousing finance which is
now pubhcly recognised to be an egsen-
tial service.” says Deepak Parekh. He
further adds that the demand far hausing

finance, particalarly from companies, [s -~

growing rapu{]y. “True, our cost of opera-

Ca.u.ntzm'; itz @ ' olfice-cimy-residest mpia' at Vu.h.r Bombay. T :

ticas will increase, but our.valurte of bus-
iness will also increase fest encugh lo
cover il.".

But .Um fu_tu.re will w:Lness HDFC's
entry inte asw aress. There are bwo major
diversificadon proposals the HDFC is
senously considering at the momeat. One
is the provision of leasing finance to local
bodies and the corparate sector for infras
imcmre and pollution control equipment

“gs a modest contribution towards & new

Ir.nanc:mg appmach to Lu'ban develop-
ment.”

Rurn] housing: The other praposal is to
extend housing finance to rural areas by
safting up a specialised state-level “rural
housing finance corporation”. A feasibil
ity study for such an institution m Gujarat
state was, conducted by » local agency
cummlssluncd by the HOFC. Following

poration”, says Satwalekar. The HOFC
has received full commitments for the
equity capital from the ICICL commercial
banks, public and privete companies
based inGujarat, the IFC. Washington and
the Aga Khan Fund for Economic
Development {AKFED). And., # hzs now
approached the Gujarat government for ]
matching interast-free.loan,

.

50 today, the HDFC has come 8 Iong
way from its Hedglmg days just seven

-

years aga. [is examplary pen'ormam:e and
remarkable success in institutivoalising

. the new and untried activity ol -housing
. finance for individuals has wan the cat-

paration both pational and international
recognition. Today. the Plannmg Com-
mission acknowledges thal institutions
like the Housing and Urban Develapment
Corporation (HUDCD) and HDFC need lo
be encouraged. And international organi-
satons such as the World Bask. the
United States Agency foc International
Development (USAID). the UN ‘'Centre
for "Human Seitlements consider the
"HDFC as a model instiintion worthy of
replication in other developing countries.
All of which should give H.T. Parekh, the
septuggenarian man-institution who con-
cewved and built HDFC, a deep sense of
fuifiiment that s lifelong passioa has, at
long last, borne fruit. R
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finance system in US

and its relevance to India

By DEEPAK SATWALEKAR Primary Murket

General Manager, H.D.F.C,
Bombay

OME owmership bdas such 3z

straag traditian m the (J.S.AL
that 1t is very often referred © as
the "Amervzin drern’. House-
buiiding 2ctuvity as well as the
provision of housing fnance has
bexn largety the output of private
nitiatve, This follows the gener-
ally nag-interventionist housiag
palicy followed by the goverament
(other than the indircct inifluenes
of tax palicy).

The systam for the provisioa of
bousog fizanc: hax derclopod 1@ qeat
the ooods of the masket plice Thae
bausung Boanez system @ the US &
more campticied than loued any-
whenw clos i e wackd, Tharg tre
bast of grivaee and public insutudoas
that prrocipsts, wd xvaal kvels of

 wxivity invobred, in the procem of

aiziog oot and providiag oredit
for bome gwocrhip

To mmplify the undermtacdiag uf the
boustag Aasacs rpsem to the US, it s
ORTCAry 19 BEgTEALS It LD fwo purl
— the pamasy mackeat sad the sccond-
Ay murtsl

The ovaming of mortsage leans oy
Borrowers {or the guschise of rosiden-
tizl oty i3 in acuwty in Uig
priznary okt Thess logas ams eace-
dly provided by depoutocy ntsutu-
tionl of morgags bnking cwmpanian
The 1arving and loan  rusociauon

1231} bave b taditionally the buyg-
ca pyonda af margaxe lowns, fok
fowed ¥y mostpzre bzaking  <owme
pnict, coramerteaf banks ind mucual
myrngs benks The 5 & L may be
federally dunered o 7w chanaed,

they may be ciher mutuaily owned of
haxve 1 mock ownerzhin form,
House-bunlding wuvity In  the
US.A. it relsdvery free from govern-
ment contrals iod B dependent vgaa
oot of sugpty ind demuand. The
latter bas led o regional.yerixGoni in
demand for bauting rotulling in uoe
matched ruiladnlity of fuads 2t the
loca! depoutory ingttudons, The de-
velogment of the txmadary market has
1o same extent helped 10 smoathen ol
the repoand imbalsnoss 3f funds ber
twoen the diveme regranal markets
cuused by restacnve lexnlauan,

{whxh cua taez their roats back 10

Tragitivsally, the purchsse of rci-
denutal property has been losnocd by
long-term, fiacd rale pnortgnge foans.
tepining fevel peyments that fully
smgruzs the pancipal aver the life of |

* the loan. There ane two stankdard mort-
s zages ol this type — {1} those that are
“insured  under the imsumnce  pro-
grammes of the Federal Housing A
minfrzson  (FHA} or guscanczd
under the guaranles POOYAMIMCSS of the
Veterans Admiostration {YA), and
(ii} those with g gOYeTIMET] COVErags
{referred (o 15 “cogventional” ioznsl
Dxpending upon the mauircments of
the ‘ender or the investor, these loans
muay be tosurad by 3 pavele morigage
{ngurznee comeany. ln receot yores
FHA/YA loags have actounied for
scucty 20 par ceat af the wal dollar
vabume of 3l loans ongaated.

Therz re two 1ypes of players i the
primary markst 1) the thafl iastite-
tians — the Skis and muwal avings
ks — which together with lhe
commeradd banks onginate, service
20 ordinacily hold the grezter porson
of the mongages that they anginate,
and (i) the mongags banking com-
paier, which onginate loans for retale
1a igvertore, The latter ake recourse 10
shoct « term bank lazns and com-!
mvarcizl paper to financx their mangags:
invrewict,

Secondary Market

The - scoondary market & 1 muarike!
place where the martgzge joads ade-}
inated by the pnmary lenders are)
packaged [ogether and then ather thel
curire package is soid or 1 “partici-}
parion” in thet proage is sokd ather!
with or withoat the susstzace of 200
inicrmediacy insutution, Severaily, the-
mongage oagiastor wl conteue W°
service the loan and deal with .all
groblems arsiag wih the lesn inclod.
ing delinquency 2nod posible -fore-
doture,

Although & conducive cconomic en~
vironment did iid p the develogment of
the secondary market it is not possible
1o gvare oc downplay the role of the
rovernmental snd quasi-gavernmental
agencics in giving the pevessuy Sup-

The thrme key arganisstions o ths
tegand in the .S, were the (i) Govern-
ment MNational Morgage Assoqauan
{GNMA), popularly tnawg 25 “Ginnle
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Mae™, {il) the Federal Nevoaa] Mon-

gagr Asiocaton {(FNMA oc "Fanme

Mae™), wnd (iil) The Foederai Home

Lain Morngage Corporauoa [also
#

7 Dec 1985

poct o develop invedtor coafidence. )

e Wt
I
et o e B

tnown a2s FHLMC, The Morigags
Corporation and “Freddic Mae™)
The GMMA it 2 waolly owncd
javermment carparation yader the id-
mimstrzive contrel of the Depanument
of Houstng and Urban Development
It was csizolisaed 1 1968 through 2
brfuncation of the FNMA. The pnmary
funcuaa of the ONMA 5 10 (neT=ase
the suoply of credit to the fow and

| moderate incgme housing wetor BY
‘ gperating in the econdary market

through the mortgage tacked socurtics
programme, GNMA soquntics ace very
acuvely taded and are much sought
afier by wvextacs. fa 1983 sl
guarnteed socurities (o the extent of §
50 budlion,

Althaugh. FNMA sz coeated in
1938 1z 5 wholly gavernment-owned
corparztion, ia 1943 it was split iato
GNMA 1nd 3 new FNMA awned by
pivae  sharcholders.  Unlike  ithe
GNMA, FNMA acually gumchase:
loxas from S&is ind macgege baaks
FRMA mises funds by issuiag deben-
turex and by =lling morgage backed
securides {againg i gvn partfofio of
faada) [t was oaly tn {981 that FMA
began to (ssuc 1ad guarkntee conven-
taonad (Le. grivecly nsured and uo-
insurcd} morigage backed mcunues.

————a

FNMA's loan poafalio excocded $ 78

billiar 1t the cnd of 1983,
The FHLMC, croeted in {970 by the
Congrets, xauct 4nd guargneecs pss-

! through serurities backed by poals af

coavenuonal rmidenttal  mortgagen
The FHLMC purchased morigsges of
Tprrazimately § 23 bedlion in 1981, aad
sold almest § 20 billion, The loan
poctfalia of the FHIMC a¢ the end of
1983 w2z only § 7 bdlioa 3 dis-
taguizhed fram the FNMA which had
aver § 78 million,

Mortgege insurance

The murkcubility of the loans i3
increased, thus Galiziing the develog-
ment af the secocdary market. by the
caistence .of insumace, There are S
firms active in this indusyy throughaw
the US.
Comuuissicn on housing

fe .Juac 1981, Proident Ragun
ctablished 1 tommission Lo

“isscat the navon’s quemo housing ~

finance sysiem and the develogment of
aptions tha¢ juzngthen the sty aof
the prvals soctar o mazsmue homs

ownerihie Apporisnitics and provide

.
it

1
:

I

.

At



“

“adeguate shelter for Al Americans™, o
Some of the recommendauons of the problem, The traditanal thaking of
camumisson anc worth noung because housing 25 3 noa-productve asset has
y " 10 be changed, Therz is cnough
g{[}';l::;z:;bvmus relevance to the ndian evidence 10 demonsuace the multiglicr
{I)Rc.nl Cootrat: The commission cffect on the cconomy of hausing
finds that rent coaurol causes # eeduc- C:Zirt::l:‘illon :.::L\Ytl‘f ¢ d,  the
tion 1 the quality of the etisting rental § © Rt Is r‘;"p c_w-mcln gc.n:n!;;;n
housing steck and discourages invest-. patenal ob nousing. 1 1S ume t
"ment 1 new rental property. There.» kousing is given the recognition and
face, the commission opposes, in prin-! imponance (hat .I.t dcxﬁfz' ind i
ok, rent control a¢ federal, state and | recagnized a3 an industry”™ and thux
loca! lawels . becomes eligible for all the acendaat
RSl benefits.
{1t} Liabiilty saocture and powurs of - . . .
thrfl insttudions: The habidsty powers | Th_c dissumilantics berween the US
of savings and loan 1ssocmtians should | Condinns and thesz fauad in fndia are
% capanded fo i these mstitu- | 190 many to enumente. However, this
tions (0 compete mare vigorously for §hould 10t deter us {rom sceking lo
individuals' savings and to serve the | 'MPlement thosc featurcs duly medr-
demand depout nevds of all sectors of + fed t0 sun [ndiza conditans, wiudh
the ecanomy. ! may give 3 boast to the housiag finance
(1fi) Private pention funds and [Adustey nad h‘:l? o chanpelize 1
ERISA: Current grovisioas af e¢m- PeAser flow al savings ta thes wadustey
ployee teticoment income securiey acr 5 Well 23 1o atiact higer cigual flows
reguiations that limit the housing ine O™ the ladian canal markeus.,
vestments of private pensiaa funds | [U13 ncoossary to build vp confidence
should be climtinated, in thi sector through the arderly
{iv] Public pension funds and sate fic'vdcmncn( of the housing fnance
lewx States should be encouraged to Industry. Fly-by-might gpcratan look-
develop progmmme  strateges and  ing foc quick rtums athour 2 com-
regulations that falitate housing in Milment facthe long run @a aaiy bring
vestment by public peasion funds, dizrepute and rrard the gowth of this
Indisa situation wital fuactign i e houting tccor,

h " The establishment of sueh institutions
The cumest siie of the housing should therefors be areiully watched,

firance industy n lndis can oaly Unlike in the US, [ndia has 2 uatdied
be dexcmbed 23 being “nascent’. The financul. martel wwh  padoawde
csablishment al the Housing Bevelop~ beanching of banks and other finandal
men¢ Finance Corparation (HDFC) in insuwtions, includine HDFC, thus
1977 macked the advent of 1 spectzl- permecung traasfer of funds across the
EZfd hous.ing finznes ins!uut_iurt QAEr-  2nuatry, And yet thers is a need far the
ing W mdividuals. slong the fines 0lthe  Jeyclopment af 2 wxndacy masket 1a
buldiag socrcues 1a the UK and the gqp20c loaas in Indis—firsly to
§&L.: in the USA Pnor to this. an attract more badly nceded funds ta the
mdw_'bduz.l could seet unstance for Bausng finance sectar, and secondly,
~housing fram his famaly, fnends, em.. lo provide an 1pproprately deizncd
ployers or the Lile Insurmnce Corpor- investment vehicle for Y can \ar
aon (il he w3t 3 policy halder)., : A e 1 gy
Alternauvely, 3s 1 member af 3 geoup, ©¥31 6 Insutulians aed iavestors
he couid borrow from the vtate level which :s::d Ian;hu.-n:_m::lc InYcsta
1pCX Coopertive housing [inanve so- FYEALE mach e leag tom
cictret. Afler LIC, the l:r:c;: pruvider !hh‘l‘“ﬂ- 1 ipcnf'tczlly refer 1o the
gfunds foca;:ou:ing s the }éounng and ::::"?_:‘-’: Cﬂrr\;oamcs :l:!i l? :dc Dr!'ol',h‘-
rban yelaoment Qrporzuon ndi 1 heiavaenodle junds of the
(HUDCOL a1 government r:i? India D;UV;:‘!NRTUH‘:‘-‘J;&Y arz of the order
awned corparation which docs not of about R CromTI.
finance individuals directly but 3asists For the provident funds, which dea
the state fevel housing boards and apex with the life sanngs of the abines clax
coaperattve housing finance socicties,  and have ot that fense x ﬁc!uc:u'y‘ duty
Toul public soctor outlay in housing  towerds their membert, 10 invest in the
has been falling a3 2 propariion ef tatal  pool of mongages ongnaied by a
public sector lavesiment (ram about 16 pnmeey lender or 1o purchise thes
per cent io the First Five Yvar Plun 1o l0ans gutaght would requice consider-
1.6 por cent i the Siath Plan. able confidence in the soundncss of the

imvestment, Such confidence couid be
gencrated 1f the investor were reason-
ably ceratn of the leading crtena of
the morgage originator, and thesc
marigage loaas were insured, that is
epayment i guaranteed,

It 15 essenual that the mortgags
orignators work logether with the
domestic insurance indusuy 1o de-
velop an appropraie scheme for mort-
gage wnsurance. The kad for such 3
move <ould passibly be wken by the
GIC, The insurance cover could nuial-
ly t¢ restricied to low income bor-
rowers, ¢certun loan o value rauos,
COSL-NCOMTIC  TI0I0S, O some  such
critera. The expenence in the US and
ather countrics has shown that the
markewatnlity of such mongage lozns 1
greaily eahanced by the cxisience of
rmarngage insurince.

Alternatively, instend of secunng
imsurance of ach individual martgage
laan, what could possibly be done 15 1o
sccuntire the underinag poal of mort-
¢ gages. The GIC or 2ny ather financial
institution could generate these secua-
tiez, thus doing awey with the neod B
insure each ndividual loans,

It 15 jmpcrative that a natgnal level
working group compnsing  experts
from the privawc and public sectors, the
canstruction and finance ficlds, the
| legisiziars and the ¢recutors be sct up

to look into ait aspecis of housing
P review all lepslation having any im-

pact on houstng including wux legis
, lation, aszess the cucent housing de-
Hivery system az weil as the housing
finance structurg and ta finally come
oul with mecummendations whtch wall
hele us tackle the preblem on 1 war
foattag. Il we arz sericus about butld-
ing up & sysiem cagable of delivenng
affardable hausing 0 the lower and
middle ncome groups then we must
have 2 hard look at what 15 driving up
the price of one of the most Imporant
eompanents of housing casts 1a urbaa
sroes—land. A tharough roramp of the
Urban Land Celling and Regulatioan
Azt (UCL) is necestary to make o
parcticable and aasnly implementable.
As things stand today, thousands of
hectares of land in urban amcas lie
froven due to aedy implementation of
the ULC Act.

, The working group should ilio
Fexamine the farcelosure faws as prac-
!li':nl in the USA and suggest zp-
!pmgna(c legislaton to be intreduced

. ~2¥. in Indis, since a0 effeclive machaaism
The figurcs regarding housng short-

.

2gc ar only 100 weil known and yet no
camprchenave ptan of acuon scems to
have een formulated 1o tagkle this

{1a deal with delinquencics forms the
hackbane af 3 itrong houung finance
Euy:r.:m crcompassing bach the prymary
i:nd the sexoadiry market,
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ANNEX 5

Debt Service Capability

India's Tong standing pelicy of selective and cautious use of borrowing
has prevented the emergence of severe debt servicing problems. In this
regard, Indian policy makers are acutely aware of the debt servicing
crises experienced by other developing countries in recent years and from
all evidence are determined to avoid this type of problenm.

The major change in India's financing of external debt in the medium term
will be the continued rise in commercial borrowing and the decline of
concessional assistance. India's credit rating, which is good and will
Tikely remain strong, should provide it with the required access to
international capital markets for commercial borrowings. Government of
India (GOI) is aware of the higher debt servicing associated with larger
borrowings in commercial markets and therefore will seek to contain debt
service ratio within manageble 1imits, reportediy around 20%, by keeping
close watch and control over future commercial borrowings. Housing
Guaranty borrowing under current market conditions is advantageous
vis-a-vis alternative non-concessional sources of funds.

Tables IA through IC show India's debt service ratic from 1974-75 to
1983-84 and estimates from 1984-85 to 1989-901/, The estimates show a
rapidly rising debt service ratio through 1986-87 and then a stabilizing
of the ratio through the end of the decade. The short term situation
will be readily manageable; the medium term, difficult but nevertheless
manageable. The GOI's economic survey for 1985-86 acknowledges that the
improvement in the balance of payment situation was contributed to
several factors such as (i) successful fmport substitution. in bulk import
items , (i1) continued buoyancy in remittances from Indian workers abroad
and deposits of non-residents despite the recession in the 01l exporting
countries of the Middle East, (iii) a sizeable fall in unit values of
some bulk import items during the later part of the period, and (iv)
relatively larger borrowings from the IMF (US$4.9 billion} and commercial
markets (US$5.5 billion) to boost its capital account. These factors
helped India to end the Sixth Plan period with a relatively small current
account deficit (1,1% of GDP) and a low debt service ratio (15.0%) in
1984-85 despite disappointingly low export performance (4.5% per annum in
volume) and a signifivant liberalization in the import of capital goods,
raw materials and manufactured components (volume growth of about 9.0%
per annum). The GOI is aware that these factors are unlikely to operate,
at least to the same extent, in the Seventh Plan period (1985-90).

1/ Data of these tables were obtained mainly from World Bank/India and
G0I sources.
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India is entering the Seventh Plan period with relatively limited scope
for further import substitution in crude oil and other bulk import items;
Tower concessional aid flows; higher debt service obligations to service
IMF and commercial borrowings contracted during the Sixth Plan; a
deepening recession in the oil exporting countries of the Middie East
that is 1ikely to curtail both remittances and Indian exports to the
region and finally, growing protectionism among India's trading

partners. O0On the brighter side, there are strong indications that crude
0il prices are not likely to increase in real terms, at least in the next
few years. This combined with projected decline in import prices of
edible o0ils and relatively mild escaiation in prices of India's other
bulk import items will improve India's terms of trade during the Seventh
Plan period. Moreover, interest rates are projected to decline slightly
or at worse stabilize at current levels. However, the most encouraging
positive development that could bolster the chances of meeting the
foreign exchange requirements of the Seventh Plan is the recent changes
in Government policy towards trade and industrial policy. On balance
this adds up to a somewhat uncertain and uncomfortable outlook for the
balance of payments over the medium term. An acceleration of exports is
critical to Timiting the debt service ratio and avoiding import
restrictions and regulations over the medium term. However, current
evidence suggests that exports earnings will not rise sufficiently to
maintain the current debt service ratio.

The government, as part of the SDR 5.0 billion Toan in 1981; worked out
with the Fund an adjustment strategy that it hoped would allow the
economy to jntegrate the higher oil prices while not sacrificing =conomic
growth. The crux of the strategy was first to open up the highly
protected Indian market to more imports of intermediate and capital goods
as well as foreign investment and technology. It was hoped that the
influx of foreign equipment and know-how would, over the medium term,
make Indian industry more efficient and energize the stagnant export
sector. At the same time, the Government launched an investment program
of $6-7 biilion over five years aimed at greatly expanding domestic oil
production. {In 1979-80 when o0il prices were hiked, more than

three-quarters of India's export earnings were being used to pay its oil
jmport bill.)

So far the second part of the strategy has been far more successful than
the first. Domestic production of crude oil almost tripled and net oil
imports as a percentage of net non-oil exports declined from 80% in
1980-81 to only 36% in 1984-85. The share of crude oil in India's total
imports declined from 42% in 1980~81 to 20% in 1985-86. In fact, the
improvement in the oil import account has been sufficient to contain the
current account deficit to $1,903 miliion in 1984~85 or about 1.1% of GDP.

The current account balance/GDP ratjo is projected at 1.6% in the Seventh
Plan period. As a result of the import substitution strategy,
merchandize imports were reduced from 10% of GDP in 1980-81 to 7.3% in
1984-85, The Seventh Plan (1985-90) projects this ratio to drop to about
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7% by 1989-80. The primary factor contributing to this projected decline
in Import/GDP ratio is the anticipated slower growth in non-bulk imports,
6.9% compared to 9,0% in the Sixth Plan period. On the capital account,
the balance of payments was boistered by a continuing flow of remittances
and a significant increase in deposits from Indians residing abroad which
are estimated to reach $1.4 billion in 1985-86 from an annual rate of
$524 million between 1982-83 and 1984-85. In view of the uncertain

conditions in Gulf countries, these deposits are anticipated to stabilize
around $750 milijon per annum.

The following table shows the decline in India's trade deficit over the
past several years in millions of dollars.

Year Imports Exports Deficit
(includes net (excludes oil)
0i1 imports)

1980~81 15,892 8,332 7,560
1981-82 15,333 8,477 6,856
1982-83 14,385 8,386 5,999
1983-84 14,360 8,667 5,693
1984-85(Est. )13,398 8,931 4,467
1985-86(Est. )14,400 - 9,159 5,241

To a certain extent the appreciation of the US dollar relative to the
Indian rupee has limited the growth of export earnings in doliar terms.
According to the GOI Economic Survey (1985-86), the export and import
growth rates achieved during the Sixth Plan period are as given below:

Exports Imgoffs

Rupee 12.5 13.3
SDR 3.6 16.5
U.s. Dollar 4,2 5.0

More fundamentally, however, India‘s export performance is a reflection
" of the high cost and relatively low quality of many Indian manufacturer
exports. An additional factor has been the international recession,
which reduced demand for many primary products and increased competition

in areas where Indian exporters of manufactured goods had hoped to build
a market presence.
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A substantial increase in domestic 0il production and relatively soft
international oil prices were the main factors which accounted for the
reduction in the trade deficit. i1 production rose by over 170% from
10.5 million metric tons in 1980-81 to 29 million metric tones in 1984-85
and astimated 29.9 million metric tones in 1985-86. Beginning from
1981-82, about 17.3 million metric tons of crude had been exported until
1984-85; such exports will continue until all the country's refineries
have been retrofitted to process Indian oil. Such exports declined to

0.5 mi11ion MT in 1985-86 and are expected to disappear in the near
future.

The following table shows the impact of increased domestic production of
crude oil {POL) on India's foreign trade.

FS

Year Net POL Imports Net POL Imports Net POL imports
Quantity Yalue as as
(Mi11ion MT) ($ miliion} of non-POL Exports % of Domestic
(%) Availability 7.e.

Production pius
Imports (%)

- 1982-83 16.6 4,717 56.2 24,1
1983-84 13.3 3.490 40.3 18.4
1984-85(Est. ) 12.4 3.213 36.0 16.6
1985-86 (Est) 17.9 4,195 45.8 .20.5

Despite these improvements, the medium term outlook for the balance of
payments continues to be uncertain. Growth of non-oil exports, as shown in
the table on trade deficit, has been virtually stagnant; the estimated 1985-86
level was only 10% higher than the 1980-81 level. Both the Goverament and
many Indian businessmen acknowledge that Indian manufactured products have
difficulty competing successfully in overseas markets. The key obstaclie to
export growth continues to be the trade and industrial environment. There is
wide spread agreement that the basic reason for the poor past performance has
been the inward looking economic strategy pursued. This resulted in operating
in a highly protected environment which placed a premium on domestic sales and
relatively poor profitability of export sales. Moreover, the security of
production within protected markets have caused Indian firms to place
inadequate emphasis on quality and inngvation, factors that are essential to
maintaining international competitiveness. Also, it now appears that foreign
assistance on concessional terms will not increase during the coming years.
Thus, uniess India c¢an increase its hard currency export earnings it will have
to turn increasingly, as it already has begqun to do, to commercial Toans on
harder terms for financing the rising flow of high technology imported capital
goods needed during the second half of the eighties.
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The significance of non-factor services and current transfers in
India's balance of payments has increased very rapidly over the last
decade. The share of the net receipts from non-factor services and
transfer payments have increased from 14.3% of total merchandise
imports in 1975/75 to about 25% in 1983/84, their share in GDP more
than doubled during the same period from 0.9% in 1975-76 to 1.9% in
1983-84, An important component of non-factor service receipts is
earnings from tourism (38%) and other miscellaneous receipts (44%).
Almost all of the net current transfer receipts (US$ 2.4 billion in
1984/85) are from workers' remittances. The Seventh Plan projects a
modest increase in both net non-factor service receipts and transfer
payments over the next five years. The net tourism receipts is
expected to grow at an average annual rate of 12% in nominal terms
from an estimated 1984/85 level of US$1.1 billion.

The prospects for maintaining current real level of workers
remittances in the medium term looks uncertain, given the recent sharp
decline in oil prices which is bound to result in a drastic cut in
economic activity in the a labor importing countries of the Middle
East. Although India may still fare better compared to some other
labor exporting countries, it is highly unlikely that the Seventh
Plan's assumption of a constant real growth in transfer payments
during the Seventh Plan period could be achieved. Uncertainty about
pertroleum prices and related development in the Middle East make
projection of remittances almost equally uncertain.

On the receipt side, net concessional aid disbursements declined from
$2,523 million (IDA, 652; Multilateral, 718; Bilateral, 651;
Grants, 502) in 1980-81 to $1,646 million in 1981-82, $2,025 million
in 1982-83 and to estimated $1,752 million in 1985-86. At present the
World Bank accounts for more than half of gross aid fiows. The IDA
commitments have been consitently declining during eighties: $1,948
million in 1980-81, $1,388 miilion in 1981-82, $776 .miliion in 1982-83
and $572 million in 1983-84. While the hard loan window of the World
Bank will offset the deciine in IDA commitment, the stiffer Toan terms
{20 years at near market rates) would cause concessionail aid flows to
decline. The terms of aid from bilateral as well as muitilateral
" sources have hardened during 1980-81 to 1983-84: the amount of
bilateral grants and its share in total bilateral aid declined. The
deterioration was steeper in case of multilateral sources.

A source of strength to the balance of payments in recent years has
been the willingness of Indians residing abroad to hold their savings
in the form of deposits in Indian banks denominated in rupees, dollars
or sterling. To encourage these flows the GOI has placed a 2%
interest premium on hard currency deposits by non-resident Indians
.over other domestic deposits and has guaranteed their convertibility
without exchange risk. Thus a non-resident Indian can earn 13%
annually on a 5 year certificate of deposit. While this rate of
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interest is higher than that India pays to the commercial banks some
observers believe the advantage of the non-resident deposits is that
there i5 a strong possibility that they may not be repatriated for
many years. Nevertheless it must.also be recognized that these flows
are sensitive to the level of interest rates elsewhere, principally in
Europe and the U.5, If interest rates abroad were o go up, the GOI
would have to match the increases or risk having the flow of
non-resident deposit dry up. These depasits went up from $174
million in 1981-82, to $434 million in 1982-83 and to an estimated
$1,380 million in 1985-86. They have thus contributed significantly
to improve the capital account. However, in view of the uncertain
conditions in Gulf Countries, these deposits had declined to $ 400
million in 1984-35 and may now stablize only around $750 million per
annum in Tate eighties.

An increasingly important source of external funds is commercial
borrowings and supplier credits. Though these are for shorter terms
and considerably costlier than normal sources, the drying up of
concessional aid makes some additional recourse to commercial
borrowings inevitable. Total commitments of commercial loans
including supplier credits increased from $1,102 mi1lion in 1980-81 to
$2,104 million in 1982-83, $1,052 million in 1983-84, and an estimated
$617 million in 1984-85. The bulge in commiiments during 1982-83
occured because of large borrowings to finance capital equipment for.
the 0i1 and Natural Gas Commission, the Rihand Thermal Power Project,
and Air India. Oisbursements of commercial loans were substantially
less than commiiments. They amounted to $285 million in 1980-81, $585
million in 1982-83, and $789 million in 1983-84. In view of the
resource constraints and the requirement of the private sector, the
commitments are estimated to increase to $11.5 billion in the Seventh
Plan period. However, the GOI approach in this regard will be

cautious because of the GOI policy to keep the debt service ratio
"within manageable Timits.

As a result of increased pressures on the balance of payments because
of the 1979 oil price increase, India obtained a 3-year SDR 5 biilion
loan from IMF in November 1981. Of this amount, India drew SDR 600
million in 1981--82, SDR 1,800 million in 1982-83, and SDR 1,500
million in 1983-84, for a total of SDR 3,900 million. Prompted by the
decline in India's trade deficit over the past several years, India
did not borrow the balance of SDR 1.1 billion and terminated the
agreement in May 1984, There were good policy reasons for adopting
this course. Chief among them was the fact that given the improvement
in the current account, the final SDR 1.1 billion tranche of the IMF
would buy little, if any, additional policy latitude for the GOI over
the next year or two, but would increase the debt service burden in
the Tate 1980's.
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Gross foreign exchange reserves, excluding gold holdings, are
estimated to increase from § 4,966 million in 1982-83 to § 5,847
million in 1983-84, $ 6,111 million in 1984-85, and $6,670 million 1in
1985-86 sufficient to cover about 5 1/2 months of imports. However,
India officially values its gold holdings at only SDR 35,000 per
ounce. If this were increased to the current market price, total
reserves would cover 8 months of imports.

In sum, the preceeding analysis shows that final tranche of the
Housing Guaranty loan would be advantageous to India's debt service
situation. The interest charge will be Tess than for funds it would
otherwise borrow from commercial sources in the coming year. The
underiying premise is that India will continue to show discipline in
borrowing from intérnational capital markets and coincidentally
continue to maintain its excellent credit rating. In so far as the
past is an indicator of future performance, there is no evidence to
indicate India will behave differently.
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Tables on Pages 8 thru 11



India's Debt Service Ratio:

Table 1-A
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Receipts & Payments, IFY 19/5 - 1990

Debt Service Receipts on Payment
Ratio (%) Current a/c (Principal +
Year ($ million) Interest)
(4)x100 ($ million)
(1) (2) (3) (4)
a} Actuals
197475 14.9 4,960 737
1975-76 12.0 6,277 754
197677 14.2 7,715 1,093
1977-78 12.6 9,128 1,148
1978-79 1.1 10,057 1,113
1979-80 8.2 12,651 1,033
1980-81 7.0 15,081 1,063
1981-82 7.9 14,424 1,142
1982-83 9.9 14,256 1,405
1983-84 12.4 14,740 1,833
b) Estimates

1984-85 15.0 14,705 2,205
1985-86 17.6 15,179 2,676
1986-87 20.9 16,623 3,481
1987-88 21.4 18,689 3,998
1988-89 21.5 21,053 4,529
1989-90 20,3 23,939 4,861
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Table 1-B
Breakdown of Receipts on Current A/C
By its Components: IFY 1975 - 1990
($ miTlion)
Exports
Merchand- Non-factor Tofal Factor Current Total
Year dise Services - Exports Income Transfers Receipts
(2)+(3) (4)+(5)-(6)

(1) (2} {3) (4) (5} {6) {7}
a) Actuals

1974-75 3,987 578 4,565 < 118 277 4,960

1975-76 4,828 825 5,653 134 490 6,277

1976-77 5,742 1,057 6,799 209 707 7,115

1977-78 6,345 1,384 7,729 N 1,088 9,128

1978-79 6,679 1,607 8,376 478 1,203 10,057

1979-80 7,679 2,304 9,983 796 1,872 12,651

1980-81 8,332 2,880 11,212 1,083 2,786 15,081

1981~-82 8,477 2,697 11,174 912 2,338 14,424

1982-83 8,386 2,819 11,205 525 2,526 14,256

1983-84 8,667 2,940 11,607 546 2,587 14,740
b} Estimates

198485 8,931 2,781 11,712 614 2,379 14,705

1985-86 9,159 2,999 12,159 642 2,379 15,179

1986-87 10,527 3,430 13,957 567 2,099 16,623

1987-88 12,124 3,915 16,039 551 2,099 18,689

1988-89 14,013 4,478 18,491 463 2,099 21,053

1989-90 16,274 5,138 21,413 427 2,099 23,939
Note: Sum of relevant figures may not exactly add to total due to rounding.
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Table 1-C
Breakdown of Interest Payments and Repayments
By Its Components: IFY 1975 - 1990
($ million)
Repayments Interest Payments Total
Payments
Year IMF Excl. Total IMF Excl. Total
IMF (2)+(3) IMF (4)+(7)
(1) {2) (3) (4) (5) (6) (7} (8)
a) Actuals
1974-75 - 484 484 NA NA 253 737
1975-76 - 503 503 NA NA 251 754
1976~-77 337 491 828 NA NA 265 1,093
1977-78 330 527 857 NA NA 291 1,148
1978-79 158 603 761 NA NA 352 1,113
1979-80 - 646 646 NA NA 387 1,033
1980-81 - 678 678 NA NA - 385 1,063
1981-82 - 650 650 NA NA 4921/ 1,142
1982-83 - 677 677 121 472 728]1_/ 1,405
1983-84 70 738 808 - - 307 550 1,0251/ 1,833
1984-85 134 226 960 424 632 1,2451/ - 2,205
b) Estimates
1985-86 262 },024 1,286 395 . 788 1 390_/ 2,676
1986-87 592 1,373 1,965 375 898 1,516 1/ 3,481
1987-88 898 1,524 2,422 304 993 1, 576I/ 3,998
1988-89 1,024 1,837 2,861 253 1,100 ]} 662 / 4,529
& &
1989-90 900 2,101 3,001 178 1,217 1,860 4,861
1/ Include interest payments on Non-resident deposits {all figures in §
million): 115 in 1981-82, 135 in 1982-83, 168 in 1983-84, 189 in
1984-85, 207 in 1985-86, 243 in 1986-87, 279 in 1987-88, 315 in 1988-89,
and 351 in 1989-30.
27 iInclude $114 million on gapfill category (Interest on gapfill

disbursements estimated at $1,341 million in 1988-89).
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Table II
India's Balance of Payment
($ miTllion)
Actuals Estimates/Projections
1982-83 1983-84 1984-85 1985-86 1989-90
1. Exports (f.o.b.) 8,386 8,667 8,931 9,159 16,274
0f which,
Primary Exports 2,536 2,480 2,239 1,885 3,399
Agricultural Products 2,053 2,002 1,780 1,409 2,566
Manufactured Exports 5,503 5,899 6,167 7,274 12,875
2. Imports {c.i.f.) 14,385 14,360 13,398 14,400 22,271
Of which,
Edible 0ils . 412 525 698 589 718
POL 4,717 3,490 3,213 4,195 3,862
Fertilizer 384 476 1,530 1,285 2,760
Capital Goods 2,672 2,748 2,202 2,836 4,716
3. Trade Balance -5,999 -5,693 -4,467 -5,241 -5,997
4, Non-Factor Services (Net) 935 1,059 1,031 946 1,852
5. Exports 2,819 2,940 2,781 2,999 5,139
8. Imports 1,884 1,881 1,750 2,053 3,287
7. Resource Balance -5,064 -4,634 -3,436 -£,295 -4,145
8. Net Factor Income -255 -714 -819 ~946 1,694
a. Factor Receipts 525 546 614 642 427
10. Factor Payments -780 -1,260 -1,443 1,587 -2,12]
11. Net Current Transfers 2,504 .2,570 2,352 2,352 2,045
12. Transfer Receipts 2,526 2,587 2,379 2,379 2,099
13. Transfer Payments -22 -17 -27 ~-27 -54
14. CURRENT BALANCE -2,816 -2,778 -1,903 -2,888 -3,79%%
CAPITAL INFLQWS®
15. Direct Investment 65 63 62 63 8z
16. Grant 353 294 328 379 367
17. Loans (Net) 1,752 1,915 2,049 2,218 2,513
18. Disbursements 2,429 2,653 2,875 3,242 4,613
19. Repayments -677 -738 -826 -1,024 -2,101
20, Gap Fill 0 -0. 0 0 2,089
21. Non-Resident Deposits 434 738 399 1,380 750
22. Capital Flows NEI -1,454 -147 ~-748 ~-330 -567
23. Errors and Omissions 210 -474 0 0 0
24, Change in Reserves ~505 -881 ~263 -560 -541
25. Net Credit from IMF 1,960 1,271 76 -262 ~900
26. Purchases 1,960 1,341 210 0 0
27. Repurchases 0 ~70 ~-134 -262 -900
28. Gross reserves at Year End 4,966 5,847 6,111 6,670 5,568

Note: Details on "Gapfill" (projected item 20):

1988-89 1989-90

Disbursement 1,341 2,090
Repayment - -
Interest -114

Cumulative Net Gapfill 1,347 -3,431



11.

12.

13.

14.

15.

ANNEX 6
BIBLIOGRAPHY

HG 002/C
Bhagat, Mukarram. “The HDFC model”. Update. December 27, 1985.

Buckley, Robert; Van Order, Robert. The Development of a Market
Oriented Housing Finance In India: The Role of HDFC and Possible

Actions by USAID.” Urban Institute Project 3567. ODecember 1985,

Cottrell, Robert. "India's Golden Gate. New Delhi‘s reforms ignite
Bombay stockmarket". Far Eastern Economic Review. March 13, 1986.

Governmental of India Planning Commission. Seventh Five Year Plan
1985~-90: Sectoral Programs of Development Voi. II. New Delhi.

-July 1985,

October 1985,

Gupta, Devendra B. Urban Housing in India: World Bank staff
working papers, Number 730, ApriT, T385.

Housing Development Finance Corporation. Annual Report 1984-1985.

Quarteriy. VYol. 4 No. 1. January 1986.

Quarterly. Vol. 4 No. 2. April 1986.

Industrial Development Bank of India. Profile & Growth 1984,

“Industry Status Mooted for Housing Sector.” Financial Express.
April 13, 1986,

Lall, Vinay D. "Resource Mobilization. A strategy for Housing
Sector”, The Economic Times. October 10, 1985.

Life Insurance Corporation of India. Twenty-eight Report and
Accounts for the year ended 31st March, T385.

Madhusudhan, Ranjana Ghashal. Housing and Housing Finance
Institutions in India: An Overview. The World Bank. August, 1983.

Munjee, Nasser. "Urban Finances: An Institutional Approach". Real
Estate. September, 1985.

Munjee, N. The Seventh Five Year Plan: Whither Housing Finance?
Reproduced report from the Ministry of Works and Housing, aoriginal
version the Economic Times May 4-5, 1984.




16.

17.

18.

19.

20.

21.

- : ANNEX 6 - Page 2

Rao, V.N. Secondary Markets in Mortgages and Law of Foreclosures in
the U.S.A. - Implications for Housing rFinance in India. Center for

environmental Design Research, University of California, Berkeley.
May, 1985.

Renaud, Bertrand. Housing and Financial Institutions in Developing
Countries: International Union of Buidling Societies and Savings
Associations, Chicago, I11inois. 1984.

Satwalekar, Deepak. "Housing Finance System in U.S. and Its
Relevance to India." Times of India. December 7, 198S5.

Shah, Pradip P., Mass Retailing Mortgage Finance - The Indian

Experience. Housing Development Finance Corporation Limited.
Article (1985).

Struyk, Raymond; Khadduri, Ji11; Buckley, Robert: The Housing
Development Finance Corporation of India: Evaluation of the Housing
Guaranty Loan. Urban Institute Project 3472, April 1985,

Unit Trust of India. 21st Annual Report 1984-1985.




