Maharashtra RERA

The Government of Maharashtra had notified the much anticipated Real Estate
(Regulation and Development) Rules on the last week of April and has finally
implemented the same from 1st May, 2017 onwards. It has been made mandatory for
the developers to register their projects on MAHA RERA (Maharashtra version of the act)
website by 31st July 2017. As of 31st July, the website lists around 9,000 registered
projects located across the state.

What does it bring?

1. For developers:

Registration will be mandatory for all upcoming real estate projects. This also
includes under-construction (UC) projects which are yet to receive Occupation
Certificate or Completion Certificatei. The act covers both outright primary sale
transactions as well as long term lease that exceed 5 years.

The developer will have to provide detailed information with regards to his
company and the project which is to be registered. This includes proof of clear
land title and the ownership history, information related to TDR/FSI permissions,
proposed layout plan, specification of construction technology and standards to
be followed, project costing, etc'i.

Developers of under-construction projects will have to provide additional details
such as the progress of construction, estimated time for completion, compliance
with the layout plan, units sold till date etciil.

Fee for registering a project developer will be charged at the rate of up to Rs. 10
per sq.m. against the project land. Minimum and maximum value of registration
fee will be Rs 50 thousand and Rs 10 lakhs respectively'.

Registration will not be required in cases of renovation, repair, redevelopment or
rehabilitation projects, which do not involve marketing, selling or new allotment.
The developer will have to maintain 70 per cent of the amount collected, or to be
collected henceforth (in case of UC projects), from the customers in a separate
account. The amount can be withdrawn only for the purpose of construction. For
UC projects, where receivables are less than the estimated cost of completion, 100
per cent of the amount will have to be deposited in the separate account..

The developer will need certificates from his engineer, architect and chartered
accountant to ascertain the work progress and cost incurred so far. This
information will be used to arrive at maximum amount that can be withdrawn at
the stagevii.



e Rate of interest in case the developer or consumer exceeds the mandatory time
limit of 30 days (for any payment including instalments or refunds) is set at 2 per
cent above the marginal cost of lending rate (MCLR) of State Bank of Indiavii,

e Price of the property will be determined on the basis of carpet area i.e. the net
usable area and includes the area occupied by internal walls. Net usable area will
exclude external walls, areas under service shafts, balconies, veranda and open
terrace which belong to apartment and are for exclusive use of the consumer. The
price will have a separate component for common areas and facilities which will
be calculated proportionatelyx.

e Once the agreement is signed the developer will not be able to escalate the price
unless there is an increase in any government charges*.

e The total price will be recalculated after getting the OC to verify any change in
specificationsxi,

e In case the there is a reduction in final carpet after completion of construction,
the developers will be liable to pay a refund, with interest, proportionate to the
difference in the area within 45 days. In case the carpet area increases the
consumer will be liable to pay for the additional areaxii,

¢ In case developer fails to complete the project or give possession on or before the
agreed date, the consumer will have the rights to cancel the agreement and get
complete refund of payment with interestxii,

e After receiving the occupancy certificate, it will be mandatory for the developer to
initiate the procedures for formation of Co-operative Housing Society within 3

months*v.
e The developers defect liability will be 5 years from the date of handing over the
propertyxv.
2. For Agents:

e A real estate agent will have to register under the RERA before engaging into
marketing, sale or purchase of any apartments. To register, the agents will have to
submit the financial and legal information with respect to their
company/business. This includes details about IT returns for past 3 years and list
of developers the agent was associated with during the past 5 years*"i.

e Agent registration will have a validity of 5 years. The registration fees would be
Rs 10 thousand for an individual and Rs 1 lakh for those other than an
individual®vi.,

e Registered agents will have to maintain clear records of their business. Agents
will have to provide accurate details of the project, the amenities, quality and
branding of the materials and fixtures etc. And, associate only with registered
projectsxviii,

¢ Non-compliance of any of the requirements set by the authority will lead to
revocation of the registration. In this case the agent will not be able to re-apply
for a period 6 monthsxix,



3. For consumers

The act empowers the developer to terminate the agreement in-case the
consumer fails to make a payment within the due date or commits any other
breach in the agreement. Hence, the act will be equally stringent for the
consumers*,
In case of a breach or failure in payment of 3 instalments by buyer, the developer,
after giving a 15 day notice by registered post and email, can terminate the
agreement. Post termination, the developer will have a time period of 30 days to
make applicable refunds to the consumer. Consumer will not be entitled to get
interest on the refunded amount. The developer will have full discretion to sell of
the property in question after termination*x,
The consumers will have to abide by the following payment schedulexxii:
10% as the earnest money deposit (EMD) before making the agreement
30% on the execution of Agreement
45% on completion of the Plinth of the building or wing
70% on completion of the slabs including podiums and stilts
75% on completion of the walls, internal plaster, floorings doors and windows
80% on completion of the Sanitary fittings, staircases, lift wells, lobbies up-to the
floor on which the consumer has purchased the unit
o 85% on completion of the external plumbing and external plaster, elevation,
terraces with waterproofing
o 95% on completion of the lifts, water pumps, electrical fittings, electro, mechanical
and
Environment requirements etc.
o 100% at the time of handing over of the possession of the Apartment to the Allottee
on or after receipt of occupation certificate or completion certificate.
It will be mandatory for the consumer to take possession of their property within
15 days of receiving the completion letter from the developer. Post 15 days, the
consumer will be liable to pay his share of cost towards govt. levies, registration
fees, water and electricity bill, society formation charges and other maintenance
changes, etcxxiii,
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Key highlights

Maharashtra state rules also encompasses under construction projects.

Price of the property will be determined on the basis of Net Usable Area

Carpet area will have to be re-calculated after completion to verify its
compliance with the agreement.

Interest rate after failing to make payment within due date is fixed at 2 per cent
above the MCLR (Marginal Cost of Lending Rate) of SBI Bank.

Developers defect liability period will be 5 years.

The act clearly defines a payment schedule to be followed by the consumer.

The penalties of Maharashtra RERA are in line with Central RERA which includes
a maximum of 10 per cent of the project cost or up to an imprisonment of 3 year.
Maharashtra Ownership Flats (Regulation of the Promotion of Construction, Sale,
Management and Transfer) Act, 1963, [MOFA] will work in correspondence with



the RERA. However, in the case of incompatibility between the rules of RERA and
MOFA, provisions of RERA will prevail.

Deviations

e The Central act exempts projects in which the area of land is limited to 500
square metre or 8 apartments from registration. No such exemption is
mentioned in the Maharashtra edition.

e On the other hand, the state regulation excludes non-profit projects which
include rehabilitation and redevelopment.

e The Maharashtra edition also exempts developer from disclosing detailed
information on the financial performance of his company which include the
financial statement of previous years.

e The state edition, unlike the central act, exempts the developers from uploading
crucial details such as land title, land encumbrances, sanctioned plans, proposed
number of floors and units, apartment areas etc. on the websitexxiv,

Conclusion:

Overall the Maharashtra version of the act appears to be in the right direction in
achieving its intended objective. The act addresses various crucial factors which are
imperative for real estate market such as clarity in property process, clear mention of
mandatory time schedules for developer to carry out his duties, clearly defined time
schedule for the consumer to make payments. Hence, RERA is likely to attract more
number of buyers as well as investors in the real estate market hence marking a

positive outlook for the Indian real estate sector.

Nevertheless, the act also has several down sides. Exception form providing crucial
project related information on the website will be a major setback to the transparency
factor. Lastly, it is expected that RERA would enhance trust among the real estate
market participants. However, it is too soon to comprehend the actual impact of RERA
on prices, supply and demand on the real estate. Only the future would ascertain the
actual implication of RERA on the real estate market.
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