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The definitive guide to outsmarting hidden costs, surviving bank underwriting, and avoiding
the Pre-EMI Danger Zone in Indian Real Estate.

40%
Projects Overspend Budget

6-12 Months
Average Project Delay

25%
Budget Overrun Rate

WHAT'S INSIDE

PHASE 1

Banking Reality
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PHASE 3

Legal Contract
PHASE 4

Danger Zone

Stop Guessing. Start Calculating.
Run your free stress test at:

rupeelogics.in/calculators/construction-calculator

Full Guide: rupeelogics.in/blogs/real-estate-construction-guide
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Introduction: The 40% Failure Rate

Over 40% of independent home construction projects in India exceed their original budget by
at least 25%, and miss completion deadlines by 6-12 months. This does not happen because
of bad luck; it happens because first-time builders rely on a contractor's "Per-Square-Foot"
quote instead of a rigorous financial stress test. This checklist is your shield. Print it. Take it to
your bank. Hand it to your civil engineer.

PHASE 1

The Banking Reality Check
Do not finalise your house plans until you understand exactly how the bank will restrict your money.

Calculate Your FOIR Cap (Fixed Obligation to Income Ratio)

The Reality: Even if you ask for an 80% loan, banks cap your total monthly EMIs at roughly
45%-50% of your net take-home salary. The Action: Add up all current EMIs (car, personal loan,
credit cards). Subtract from 50% of salary — that remainder is your maximum allowable home
loan EMI. If your planned house requires more, you will be rejected or forced to bring massive
cash upfront.

Prepare for the "Technical Valuation Haircut" (The 15% Gap)

The Reality: If your house costs Rs.50 Lakhs to build, the bank's valuer will likely value it at only
Rs.42 Lakhs. Banks ignore premium aesthetics (Italian marble, designer lights) and only value
base structural utility. The Action: Keep a liquid cash buffer of 10%-15% of your total budget to
cover the gap between actual cost and bank valuation.

!

WARNING: Plan for the "Move-In Shock" — Full EMI Trigger on Possession Day

During 12-18 months of construction, you only pay "Pre-EMI" (pure interest on funds released
so far). The month you move in, the bank triggers the Full EMI (Principal + Interest). This
sudden jump can be Rs.15,000-Rs.30,000 higher than your last payment. Action: Ask your
bank about "EMI Tranching" to save lakhs in interest and avoid the day-one move-in shock.

Typical Move-In Shock: Rs.15,000  -  Rs.30,000 / month
Stress-test your exact figure free at: rupeelogics.in/calculators/construction-calculator
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PHASE 2

The "Invisible Infrastructure" Budget

!

The Biggest Lie in Indian Real Estate

When a civil engineer quotes "Rs.1,800 per sq.ft," they mean structural cost only — concrete,
bricks, and basic labor. The structural quote covers only 75%-80% of your TRUE project cost.
The hidden 25% is what bankrupts first-time builders mid-project. Check off every item below
and ensure you have separate cash allocated.

Municipal Approvals and Government Levies

Plan sanction fees, Labour Cess (~1% of total cost), betterment charges, and temporary
electricity setup. Budget: Rs.1 Lakh to Rs.3 Lakhs depending on your city tier.

The Water Gamble — Borewell Drilling

Borewell drilling is almost never in the civil contract. In cities like Bangalore or Hyderabad,
going down 1,000+ feet with casing pipes, pumps, and water testing is a massive upfront cost.
Budget: Rs.1.5 Lakhs to Rs.3 Lakhs.

Permanent Utility Deposits

BESCOM/KSEB/TANGEDCO meter deposits, underground cabling to the street pole, and
municipal water line connections. Budget: Rs.50,000 to Rs.1 Lakh.

Site Boundary and Security

Compound walls, heavy-duty iron gates, gate automation, exterior pavement and driveway
concrete. Contractors quote the house area, NOT the plot boundary. Budget: Rs.2 Lakhs to Rs.5
Lakhs.

The Tier-2 City Parity Reality
While labor is 15% cheaper in Tier-2 cities, premium finishing materials (Jaquar, Kajaria tiles,
Teak wood) cost the same nationally. Do not under-budget your interiors.
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PHASE 3

Taming the Contractor — The Legal Contract
Never sign a standard one-page agreement provided by the builder.

Demand an "Annexure of Exclusions" in Your Contract

Force the builder to write down exactly what is NOT included in their rate. Specifically ask
about: the septic tank, underground water sump, compound walls, scaffolding charges, and
debris removal.

Lock-in Exact Material Brands — Zero "Equivalents" Clause

Bad contract: "Standard ISI wires and premium cement." Good contract: "Wires: Finolex or
Polycab only. Cement: UltraTech or Ramco Grade 53 only. Steel: Tata Tiscon FE500D only.
Plumbing: Ashirvad CPVC only." Force the builder to name every single brand in writing.

Enforce Milestone-Based Payouts
Never pay based on time. Pay strictly on physical construction progress milestones:

Payout % Construction Milestone Notes

10% Advance / Site Preparation Before any work begins

15% Plinth / Foundation Complete After soil testing & casting

20% Lintel Level Columns & beams at window level

20% Roof Casting / Slab Complete Inspect before concrete pours

20% Plastering & Flooring Check tile grout & wall finish

15% Handover & Snagging Clearance Hold until 15-day snagging done

!

The 15-Day Snagging Holdback Rule

Do NOT release the final 10%-15% payment until you have lived in the house for at least 15
days. Test water pressure, check for roof leaks after rain, and verify all bathroom floor slopes
drain properly toward the drain point.
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PHASE 4

Surviving the 18-Month Danger Zone
The most critical failure point happens in Months 12-18 of construction.

!

WARNING: The Double Burden Trap

As the bank releases more money to the builder, your Pre-EMI interest grows every month. If
the builder delays the project by 6 months, you are forced to pay your current house Rent
PLUS the peak Pre-EMI for half a year longer than planned. This is what drains middle-class
savings accounts.

Map the Rent + Pre-EMI Overlap Month by Month

Sit down with a spreadsheet (or use our free calculator) and map out exactly how much Pre-EMI
you will owe as each construction tranche is released. Identify the peak month where Rent +
Pre-EMI combined is highest. This is your "Peak Burn" date.

Run Your Peak Burn Rate Stress Test Before Signing Anything

If your Peak Burn Rate (Rent + Pre-EMI) consumes more than 50% of your net salary, you are in
the Danger Zone. You must either increase your liquid cash reserves before breaking ground,
or negotiate a smaller construction tranche schedule with the bank.

Stop Guessing. Start Calculating.
Bank-grade underwriting engine  |  100% free and anonymous

CALCULATOR
rupeelogics.in/calculators/construction-calculator

FULL GUIDE
rupeelogics.in/blogs/real-estate-construction-guide


