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Most states miss RERA deadline

Of those which meet it, many water down crucial provisions of the Act
CRISIL Impact Note | May 2, 2017



Conditional coverage defies the central Act

Despite continuous monitoring and follow up by the Ministry of Urban Development and Housing, Government of
India, only nine states (Andhra Pradesh, Bihar, Gujarat, Kerala, Madhya Pradesh, Maharashtra, Odisha, Rajasthan,
and Uttar Pradesh) and six union territories (Andaman and Nicobar Islands, Chandigarh, Dadra and Nagar Haveli,
Daman and Diu, Lakshadweep, and National Capital Territory of Delhi) have notified their respective Real Estate
(Regulation and Development) Rules, 2017. The central Real Estate (Regulation and Development) Act (RERA) was
notified on May 1, 2016, and has come into effect nationwide from May 1, 2017. States were asked to prepare and
notify respective rules in tandem with the Act, so it could be effectively implemented.

CRISIL Research compared the notified state specific rules with the central Act, and found that many states have

either diluted a few crucial aspects of the Act, or given insufficient emphasis to its provisions in their rules.

Summary of CRISIL Research’s assessment of state-specific notified rules

Definition Penalties Norms for Clause for

States of on-going for non- Payment escrow structural

projects compliance schedule withdrawal defects
Andhra Pradesh Diluted Diluted In line In line In line
Bihar In line Diluted Lacks clarity In line In line
Gujarat Lacks clarity | Lacks clarity Lacks clarity Lacks clarity | Lacks clarity
Kerala Diluted In line In line Diluted Diluted
Madhya Pradesh In line Diluted Lacks clarity Lacks clarity | Lacks clarity
Maharashtra In line Diluted With conditions In line In line
Odisha In line Diluted Lacks clarity In line In line
Rajasthan In line Diluted In line In line Lacks clarity
Uttar Pradesh Diluted Diluted Lacks clarity In line Lacks clarity
Andaman and Nicobar Islands In line
Chandigarh In line
Dadra and Nagar Haveli In line
Daman and Diu In line
Lakshadweep In line
National Capital Territory of Delhi In line
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Major points of disconnect:

e Definition of ongoing projects: RERA 2016 includes projects that are ongoing on the date of
commencement of the Act (i.e., May 1, 2017), and for which the completion certificate has not been issued.

However, Andhra Pradesh, Kerala and Uttar Pradesh have altered this definition in their notified rules.

e Penalties for non-compliance with the Act: RERA 2016 recommends imprisonment for a term which may
extend up to three years, or fine which may extend up to 10% of the estimated cost of the real estate project,
or both, in case of non-compliance with the Act. However, most states have added a clause of compounding

of offence to avoid imprisonment.

e Payment schedule and liability in case of structural defects: According to the central legislation, the
model sale agreement is required to specify 10% advance payment, or charge an application fee from buyers,
while entering into a written agreement for sale. In addition, in case of any structural defects arising within
five years of handing over the possession of project to buyers, developers will be liable to rectify such defects
without further charge. However, there is no clarity on these clauses in most states’ RERA notifications.



State wise RERA implementation
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State RERA::t'f'ed CRISIL Research's comments

* Definition of ongoing projects: Diluted

Includes ongoing projects with conditions: excludes projects where
roads, open spaces, amenities and services have been handed over to
the local authority in layout projects, or where all slabs are laid in
housing projects, or where all developmental works have been
completed and sale/lease deeds of 50% of the apartments/houses/plots
have been executed, or where development works have been completed
and application has been filed to the competent authority for issue of
completion or occupancy certificate.

*Penalties for non-compliance: Diluted

Compounding of offence clause included to avoid imprisonment; 10% of
project cost as penalty.

Andhra Pradesh | 27 March 2017
*Payment schedule: In line

10% advance payment, or an application fee from buyers while entering
into a written agreement for sale.

*Norms for escrow withdrawal: In line

70% of the amount realised by developers to be deposited in a separate
account; withdrawal in proportion to the percentage of project
completed.

*Clause for structural defects: In line

Time frame — defects arising within five years from possession;
developers to rectify such defects without further charge within thirty
days.

* Definition of ongoing projects: In line

Includes projects that are ongoing on the date of commencement of the
Act, and for which the completion certificate has not been issued.

*Penalties for non-compliance: Diluted
Compounding of offence clause included to avoid imprisonment; 10% of
project cost as penalty.

Bihar 27 April 2017 Payment schedule: Lacks clarity in the notified rules
*Norms for escrow withdrawal: In line

70% of the amount realised by developers to be deposited in a separate
account; withdrawal in proportion to the percentage of project
completed.

*Clause for structural defects: In line
Time frame -within five years from possession; developers to rectify such
defects without further charge within thirty days.




Gujarat

29 October
2016

* Definition of on-going projects: Not mentioned in the notified rules
*Penalties for non-compliance: Not mentioned in the notified rules
*Payment schedule: Not mentioned in the notified rules

*Norms for escrow withdrawal: Not mentioned in the notified rules

*Clause for structural defects: Not mentioned in the notified rules

Kerala

3 February 2016

* Definition of ongoing projects: Diluted

Includes ongoing projects with conditions: Excludes all on-going projects
where the promoter has received all requisite approvals/permits for the
development of the real estate project prior to commencement of the
Act.

*Penalties for non-compliance: In line

Imprisonment for a term which may extend up to three years, or with
fine which may extend up to 10% of the estimated cost of the real estate
project, or both.

*Payment schedule: In line
10% advance payment, or an application fee from buyers while entering
into a written agreement for sale.

*Norms for escrow withdrawal: Diluted

70% (or less, as notified by the government) of the amount realised by
developers to be deposited in a separate account; no clarity on
withdrawal mechanism.

*Clause for structural defects: Diluted
Time frame - Within five years from possession; developers to rectify
such defects without further charge within thirty days.

Madhya
Pradesh

22 October
2016

* Definition of ongoing projects: In line

Includes projects that are ongoing on the date of commencement of the
Act, and for which the completion certificate has not been issued.
*Penalties for non-compliance: Diluted

Compounding of offence clause included to avoid imprisonment; 10% of
project cost as penalty.

*Payment schedule: Not mentioned in the notified rules

*Norms for escrow withdrawal: No clarity in the notified rules

*Clause for structural defects: Not mentioned in the notified rules
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* Definition of on-going projects: In line
Includes projects that are ongoing on the date of commencement of the
Act, and for which completion certificate has not been issued.

*Penalties for non-compliance: Diluted
Does not mention imprisonment penalties; no clarity on monetary
fines/penalties as percentage of total project cost.

*Payment schedule: In line, but with conditions

10% advance payment or an application fee from buyers while entering
into a written agreement for sale; model agreement mandates buyers to
pay up to 30% of total consideration on execution of agreement, and

Maharashtra e . . . .
additionally, up to 15% of total consideration on completion of plinth
work. Remaining payment to be as per clauses mentioned in the model
sale agreement.
*Norms for escrow withdrawal: In line
70% of the amount realised by developers to be deposited in a separate
account; withdrawal in proportion to the percentage of project
completed.
*Clause for structural defects: In line
Time frame - Within five years from possession; developers to rectify
such defects without further charge
* Definition of on-going projects: In line
Includes projects that are ongoing on the date of commencement of the
Act and for which the completion certificate has not been issued
*Penalties for non-compliance: Diluted
Compounding of offence clause included to avoid imprisonment; 10% of
project cost as penalty.

. *Payment schedule: No clarity in the notified rules
Odisha 4 ¥

*Norms for escrow withdrawal: In line

70% of the amount realised by developers to be deposited in a separate
account; withdrawal in proportion to the percentage of project
completed.

*Clause for structural defects: In line
Time frame: Within five years from possession; developers to rectify such
defects without further charge within thirty days




Rajasthan

1 May 2017

* Definition of on-going projects: In line
Includes projects that are ongoing on the date of commencement of the
Act, and for which the completion certificate has not been issued

*Penalties for non-compliance: Diluted
Compounding of offence clause included to avoid imprisonment; 10% of
project cost as penalty.

*Payment schedule: In line
10% advance payment, or an application fee from buyers while entering
into a written agreement for sale.

*Norms for escrow withdrawal: In line

70% of the amount realised by developers to be deposited in a separate
account; withdrawal in proportion to the percentage of project
completed.

*Clause for structural defects: No clarity on number of years
Time frame: No clarity on number of years from possession; developers
to rectify such defects without further charge

Uttar Pradesh

27 October
2016

* Definition of ongoing projects: Diluted

Includes ongoing projects with conditions: excludes projects where:

- services have been handed over to the local authority for maintenance
- where common areas and facilities have been handed over to the
association or resident’s welfare association for maintenance

- all development works have been completed and sale/ lease deeds of
60% of apartments/plots/houses have been executed; and

- where all development works have been completed and application has
been filed with the competent authority for issue of completion
certificate.

*Penalties for non-compliance: Diluted

Compounding of offence clause included to avoid imprisonment; 10% of
project cost as penalty

*Payment schedule: No clarity in the notified rules

*Norms for escrow withdrawal: In line

70% of the amount realised by developers to be deposited in a separate

account; but no clarity on withdrawal mechanism

*Clause for structural defects: No clarity in the notified rules

Andaman and
Nicobar Islands

31 October
2016

In line with central Act

Chandigarh

31 October
2016

In line with central Act

Dadra and
Nagar Haveli

31 October
2016

In line with central Act
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Daman and Diu In line with central Act

Lakshadweep In line with central Act

National Capital
Territory of
Delhi

In line with central Act
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About CRISIL

CRISIL is a global, agile and innovative analytics company driven by its mission of making markets function better. We are India’s foremost
provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation and global footprint sets us apart.
We have delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers.

We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and data to the
capital and commodity markets worldwide.

For more information, visit www.crisil.com

About CRISIL Research

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the Indian economy,
industry, capital markets and companies. We also conduct training programs to financial sector professionals on a wide array of technical issues.
We are India's most credible provider of economy and industry research. Our industry research covers 86 sectors and is known for its rich insights
and perspectives. Our analysis is supported by inputs from our network of more than 5,000 primary sources, including industry experts, industry
associations and trade channels. We play a key role in India's fixed income markets. We are the largest provider of valuation of fixed income
securities to the mutual fund, insurance and banking industries in the country. We are also the sole provider of debt and hybrid indices to India's
mutual fund and life insurance industries. We pioneered independent equity research in India, and are today the country's largest independent
equity research house. Our defining trait is the ability to convert information and data into expert judgments and forecasts with complete objectivity.
We leverage our deep understanding of the macro-economy and our extensive sector coverage to provide unique insights on micro-macro and
cross-sectoral linkages. Our talent pool comprises economists, sector experts, company analysts and information management specialists.

CRISIL Privacy Notice

CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfil your request and service your
account and to provide you with additional information from CRISIL and other parts of S&P Global Inc. and its subsidiaries (collectively, the
“Company”) you may find of interest.

For further information, or to let us know your preferences with respect to receiving marketing materials, please visit http://www.crisil.com/privacy.
You can view the Company’s Customer Privacy at https://www.spglobal.com/privacy.
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Disclaimer

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this Report based on the information obtained
by CRISIL from sources which it considers reliable (Data). However, CRISIL does not guarantee the accuracy, adequacy or completeness of the
Data / Report and is not responsible for any errors or omissions or for the results obtained from the use of Data / Report. This Report is not a
recommendation to invest / disinvest in any company covered in the Report. CRISIL especially states that it has no financial liability whatsoever
to the subscribers/ users/ transmitters/ distributors of this Report. CRISIL Research operates independently of, and does not have access to
information obtained by CRISIL's Ratings Division / CRISIL Risk and Infrastructure Solutions Limited (CRIS), which may, in their regular
operations, obtain information of a confidential nature. The views expressed in this Report are that of CRISIL Research and not of CRISIL’s
Ratings Division / CRIS. No part of this Report may be published / reproduced in any form without CRISIL’s prior written approval.



