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sectors passed The Real Estate (Regulation
and Development) Act, 2016 1 which came
REAL ESTATE (REGULATION AND
into effect on 1st May 2016. The journey of
DEVELOPMENT) ACT, 2016: A
the Act commenced in the year 2009 when
CRITICAL ANALYSIS
the National Conference of Ministers of
Housing,
Urban
Development
and
By Mahima Shah
Municipal Affairs of States and UTs made a
From Thakur Ramnarayan College of
proposition of making a law on real estate
Law, Mumbai
sector, endorsed on further consultations by
the central government, approvals by the
Real estate is a highly recognized and
Competition Commission of India, Tariff
regulated sector globally. In the past few
Commission, and Ministry of Consumer
decades, this sector has proliferated largely
Affairs 2 . Subsequently, in July 2011, the
in India, making it the second-largest player
Ministry of Law & Justice also suggested a
in the world economy. Until 2016, apart
central legislation in the real estate relying
from the general consumer and property
on the power of the Parliament given in the
laws in the country, there was no specific
Concurrent List 3 . On getting the Union
statute to regulate and govern this sector.
Cabinet approval, the Real Estate Bill was
Therefore, this year the Parliament passed
introduced in Rajya Sabha on 4 th August
The Real
Estate
(Regulation and
2013. Finally, it came into force in the year
Development) Act, 2016. This Act intends
2016, when both Rajya Sabha and Lok
to bring transparency, safety and a
Sabha passed it on 10 th and 15th March
regulatory mechanism in this field. It
respectively.
pursues to prevent ‘distortion’ and
Further, the President gave his assent to the
‘structural abuse of powers’ in this sector. In
Bill, thus making it an enforceable law.
this article, an attempt has been made to
What is real estate?
analyze the inception, the needs, the
objectives and the provisions of this Act.
Lastly, the various details that the legislature
failed to address along with different
1
Henceforth referred to as ‘the Act’.
loopholes in this legislation will be
2
Real estate act comes into force tomorrow after 8discussed.
year long efforts., PRESS INFORMATION
Introduction
Geographically, India is the seventh largest
country in the world with around 3,287,240
km2 area. But surprisingly until the year
2016, there was no specific central
legislation to govern the real estate sector.
Therefore, the Parliament in order to
regulate this one of the fastest-growing

BUREAU, Apr. 30, 2016, available at
<http://pib.nic.in/newsite/PrintRelease.aspx?reli
d=142595>.
3
The Parliament has enacted this statute on the basis
of Entry No. 6 (Transfer of property other than
agricultural land; registration of deeds and
documents.) and Entry No.7 (Contracts,
including partnership, agency, contracts of
carriage, and other special forms of contracts,
but not including contracts relating to
agricultural land) of Seventh Schedule of Indian
Constitution.
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Black’s Law Dictionary (2nd Ed.) defines
from public and private banks, the highreal estate as – “Real estate includes the land
interest rates and high EMI’s caused an
and anything fixed, immovable, or
additional affliction on people in this
permanently attached to it such as buildings,
unregulated sector. And lastly, in the
walls, fixtures, improvements, roads, trees,
absence of an effective mechanism, neither
shrubs, fences, roads, sewers, structures, and
any accountability could be enforced
utility systems.” In simple words real estate
against the builders and developers 4 nor any
can be depicted as anything related to lands,
information could be procured from them
improvements, and buildings thereon, which
by the consumers5.
are commercial, residential or industrial in
What are the objectives of the Act?
nature. It also encompasses sale, purchase,
Thus, this Act is passed to curb the abovedevelopment and construction of such
mentioned malpractices, abuses, and
improvements and buildings on these lands.
impediment. It intends to a.) regulate and
Example are housing unit, commercial
promote real estate sector; b.) protect the
office space, schools, health centres,
interest of consumers; c.) bring a smooth
shopping complex, etc. Real estate is always
flow of even information between both the
associated with immovable properties. On
promoter and the purchaser; d.) bring
perusal to the General Clauses Act, 18974
accountability of the promoters towards the
and the Transfer of Property Act, 18825 purchasers; e.) ensure a transparent and
immovable property is something which is
efficient sale in this sector f.) bring a
not movable and shall include land, benefits
balance of responsibility between both the
to arise out of the land, and things attached
parties;
g.)
bring
uniformity,
to the earth, or permanently fastened to
professionalism, and standardization in
anything attached to the earth except
different business transactions and practices
standing timber, growing crops or grass.
in this sector; and h.) lastly, to establish a
This widens the horizon of real estate and
mechanism for fast-track dispute resolution.
thus invites the application of multiple
statutes in this sector.
What was the need to bring this statute?
As per the report of Standing Committee on
Urban Development (2013-14), despite
multiple schemes, the government was
unable to cope with the increasing demands
of housing and infrastructure in the country.
This raised multiple concerns like, firstly,
the private players in the market profited
immensely through their arbitrary practices
and consumer exploitation, therefore,
became the undisputed kings of this sector.
Secondly, notwithstanding the easy loans

Salient features of the actThe Act has created a benchmark in the
field of real estate with the ambit of the Act
being broad and covers the maximum
factors of real estateApplicabilityThe Act is applicable to all the real estate
projects where the area of the land proposed
to be developed exceeds 500 sq. meters or
where the number of apartments proposed
Henceforth referred to as ‘the promoters’.
Henceforth referred to as ‘the purchasers’ or ‘the
allottees’.
4
5
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to be developed exceeds 8, inclusive all the
provides for a comprehensive list of the
phases21. Such projects be either residential
function of RERA12.
6
or commercial purpose . A power is
For the purpose of adjudging: a.)
conferred
upon
the
Appropriate
7
complaints of violation of the provisions of
Government to reduce this limit as per the
the Act; b.) compensation and; c.) holding
requirement. It's noteworthy that this power
8
an inquiry under the Act, the Authority
doesn’t extend to increase this threshold .
shall appoint one or more judicial officer,
who is or has been a District Judge 13 .
Bodies to be establishedAggrieved person may either approach the
Further, the Act proposes to establish three
Authority or the Adjudicating Officer in
agencies. They are:
grievance as the case may be.


Real
Estate
Regulatory
Authority9: The Appropriate Government
has to establishone or more RERA in each
State or Union territory or one or more
RERA for one State or Union Territory
within one year 10 . It shall consist of a
Chairperson and at least two whole-time
members11.
RERA will act as a nodal agency for
enforcing the provisions of the Act,
regulating and promoting the real estate
sector, protecting the interest of consumers
in the real estate sector and advising the
Appropriate
Government
for
the
enhancement of this sector. The Act also

Section 2 (e) and Section 2 (j) defines ‘apartment’
and ‘building’ respectively. As per the
definition, the apartments and buildings used
for both residential and commercial purpose are
covered under the ambit of the Act.
7
Section 2 (f) of the Act: Appropriate Government
include State Government, Union Territory
Government and Central Government.
8
Provisio to Section 3 (2) (a) of the Act.
9
Henceforth referred to as ‘RERA’ or ‘the
Authority’.
10
Section 20 (1) of the Act.
11
Section 21 of ‘the Act’.
6



Real Estate Appellant Tribunal 14:
The benches of the Real Estate Appellant
Tribunal 15 have to be established like
RERA with the similar composition. The
bench shall have at least one judicial and
one administrative member.
Both the Tribunal as well as the Authority
shall have all the powers of a civil court
mentioned in the code of Civil Procedure,
1908.
REAT shall hear appeals from the
decisions, directions or orders of the
Authority within 60 days from the date of
receipt of said order or decision. Also,
when an appeal is filed by a promoter, he
has to first deposit an amount to the REAT
which is to be decided by the tribunal
itself.

12

Section 34 of the Act.
Section 71 of the Act.
14
Section 43 of the Act.
15
Henceforth
referred to as
‘the Tribunal’
or the
‘REAT’. 32
Section 41 of
the Act.
13
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Central Advisory Council32 : The
in every sale he facilitates as per the
Act provides a discretionary power to
provisions of the Act 20.
Central Government to establish a council.
The major work of this council would
Registrationrevolve
around
advising
and
recommending the Central Government on
To bring uniformity, professionalism, and
the growth and development of this sector
standardization in the real estate sector, the
and implementation of the provisions of
Act has made the registration of the
the Act. Home Minister would be the
following mandatory with the RERA - Real
ex officio chairperson of this Council.
estate project: All the promoters before
advertising, marketing, booking, selling or
Therefore,
to
bring
uniformity,
offering for sale whole or any part of their
professionalism, and standardization in the
real estate project have to get it registered
real estate sector, the Act has made the
with the Authority33. This registration is
registration of the following mandatory
mandatory when the project exceeds the
with the RERA limit34 .This provisions will curb the

Real estate project: All the
practice of pre-launch sale. Real estate
promoters before advertising, marketing,
agent: All the real estate agents have to get
booking, selling or offering for sale whole
themselves registered with the Authority
or any part of their real estate project have
before facilitating or acting on behalf of any
to get it registered with the Authority 16 .
person to facilitate the sale or purchase of
This registration is mandatory when the
any real estate. This registration is not
project exceeds the limit 17. This provision
permanent and requires a periodical
will curb the practice of pre-launch sale.
renewal36 . A registration number shall be
granted to the agent at the time of

Real estate agent: All the real
registration which has to be quoted by him
estate agents have to get themselves
in every sale he facilitates as per the
registered with the Authority before
provisions of the Act.
facilitating or acting on behalf of any
Carpet Areaperson to facilitate the sale or purchase of
any real estate 18 .This registration is not
Further, the Act imposed a peculiar
permanent and requires a periodical
limitation on the promoters to end the
renewal 19 . A registration number shall be
confusion and the manipulation of the area
granted to the agent at the time of
available for use and area sold in a real
registration which has to be quoted by him
estate project. They can now only sell the
projects on the criterion i.e. ‘the carpet
area’. In simple words carpet area is the net
usable space in an apartment. This area
16
Section 3 of the Act.
excludes the area covered by the external
Henceforth referred to as ‘REAT’.
Section 9 (1) of the Act.
19
Section 9 (6) of the Act.
17
18

20

Section 9 (5) of the Act.
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walls and services shafts. The area covered
Firstly, the promoter has to timely deposit
by the internal partition walls of the
around seventy percent of the money
apartment is included but the balcony or
realized for the project from the purchasers
verandah area along with the open terrace
in a separate account of a scheduled bank.
This money could only be used for the cost
area is excluded21.
of construction or cost of land. Such
While applying for registration of the
withdrawal from the separate
project, the carpet area has to be also
22
account has to be in proportion to the
disclosed to the RERA .
percentage of completion of the project.
Limitations and Obligations on the
Also, a prior certification by an engineer, an
Promotersarchitect, and a chartered accountant is
required, stating that the withdrawal is in
Another major reason for enacting the Act
proportion to the percentage of completion
was to curb the unprecedented power of the
of the project.
builders and promoters. Consequently, the
following mandatory provisions of the Act
These accounts have to be audited every
are brought into force to bring
financial year by a practicing chartered
accountability,
confidence,
and
accountant. Lastly, the promoter is obliged
transparency against the sellers.
to produce such statement of accounts duly
certified and signed, during the audit to
Since the registration of all the real estate
verify that the amount realized from the
projects whose size exceeds the limit has
allottees has been proportionately used for
been made compulsory with the Authority.
the completion that particular project.
The promoters after making an application
Compensation and Refundto the Authority receives a registration
number within thirty days of applying.
Generally, the purchasers are inexperienced
Further, the applicant is provided a Login
about the market conditions and the
Id and password to access the website of
technicalities of the real estate. This places
the Authority and to create his web page
them in a vulnerable position and makes
and to fill the details of the proposed
them more prone to the manipulation and
project. These details include details of the
exploitation by the builders. Therefore, to
promoters,
layout
plan,
plan
of
empower the purchasers the Act provides
development work, land status, the status of
the provisions which mandate the
statutory approvals, the disclosure of
compensation and refund along with the
proforma agreement and details of real
interest on such capital invested in the cases
estate agent, architect, structural, engineer,
when the purchaser is dissatisfied with the
etc. Therefore, all the details of a proposed
services and the property transferred. They
real estate project which is approved by the
are:
Authority are made available for on public
portal for public access.
a. To sell the real estate projects, the
21

Section 2 (k) of the Act.
22
Section 4 (2) (h) of the Act.

promoters usually advertise through the
prospectus. Such prospectus contains
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the models of the proposed projects.
him, interest for every month of delay,
Subsequently, the buyers make an
until the possession is handed over 24.
advance or a deposit after relying on
The promoter is also liable to
such information. If the buyer sustains
compensate the allottees when any loss
any loss or damage by reason of any
is caused to the allottee due to the
improper and deceitful statement
defective title of the land, on which the
included therein, he shall be
project is being developed or has been
compensated by the promoter as per the
developed25.
provisions this Act41.
When the affected buyer intends to
withdraw his advance or deposit from
such project, the principle amount
invested along with interest at such rate
as may be prescribed shall be returned
to him. He is also entitled to the
compensation as per the provisions of
the Act.
b. There might be the instances where
the promoter fails to complete or to
give possession of the real estate as per
the terms of the agreement for sale or
on the promised date; or due to
revocation of the registration of the
project or for any other reason. Then
there will be either of two
repercussions: Firstly, if the allottee
wishes to withdraw his money from the
project, the promoter is liable to return
the principle amount received by him in
respect of that project, along with
interest at such rate as may be
prescribed in this behalf including
compensation in the manner as
provided under this Act 23 .Secondly, if
allottee does not intend to withdraw
from the project, the promoter shall pay

Restraint on deposit or advance paymentSecondly, the promoters cannot accept any
deposit or advance from the purchasers.
However, when the parties have entered
into a written agreement for sale and have
registered such agreement, the promoter is
allowed to accept the deposit but the sum
shall not exceed ten percent of the cost 26 .
The said agreement for sale along with
other particulars shall mainly specify
a. The particulars of the development

of the project, along with specifications
and internal development works and
external development works;
b. the dates and the mode of payments

by the allottees and the date on which
the possession is to be handed over and;
c. the rates of interest payable by the

promoter to the allottee and the allottee
to the promoter in the case of default.
Thirdly, the promoter shall develop and
complete the proposed project in
accordance with the sanctioned plans,
layout plans and specifications as approved
by the competent authorities. Any additions
or alterations in the sanctioned plans47 and
24

Provisio to Section 18 (1) of the Act.
Section 18 (2) of the Act.
26
Section 13 (1) of the Act.
25

23

Section 18 (1) of the Act.
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the project specifications (after they are
assigned to a third party by the promoter
disclosed and furnished to the allottee) are
without obtaining prior and written consent
allowed only in these three circumstances:
from two-third allottees excluding the
promoter.
i. When any changes are to be made
in some specific part of the project,
Therefore, to protect the interest of the
the prior consent of the purchaser
consumer, the Act provides that: (i) nothing
of that part is required.
shall affect the allotment or sale of the
project made by the erstwhile promoter
ii. When any changes are to be made
even after the completion of said transfer
in the building or common area of
and assignments of rights and liability as
a real estate project, the previous
per the Act and; (ii) Irrespective of the
written consent of at least two-third
number of apartments or plots an allottee
allottees is required.
has booked or purchased, for the purpose of
said consent it/he/she shall be considered as
iii. When some minor additions or
only one allottee.
alterations are to be made which
may be necessary due to
Further, there are two new obligations
architectural and structural reasons.
imposed upon the transferee or assignee.
They may be duly recommended
Firstly, he/she has to independently comply
and verified by an authorized
with all the pending obligations under the
architect or engineer after proper
provisions and the rules and regulations of
declaration and intimation to the
the Act, and the pending obligations as per
allottees. Here no consent of the
the agreement for sale entered into by the
allottees is needed.
erstwhile promoter with the allottees.
Secondly, no extra time period will be given
Also, the promoter is obliged to furnish the
to complete the project to the transferee or
sanctioned plans, layout plans, provisions of
assignee.
civic infrastructure, time schedule of
completion of the project and various
specifications approved by the competent
authority. Similarly, the promoter is also
obliged to adhere to these project
specifications
and
sanctions53.
Unfortunately, Parliament didn’t include the
various safety approvals (like Fire Safety
Certificate, Structural design safety
approval etc.) which the promoter should
furnish to the allottee as well as adhere
while construction.
Lastly, no rights and liabilities in respect of
a real estate project shall be transferred or

The Act creates another obligation to
enhance the quality of service and the
provisions provided by the promoter. As per
Section 14 (3) of the Act, the promoter has
to rectify any structural defect or any other
defect in workmanship, quality or provision
of services or any other obligations of the
promoter as per the agreement for sale
relating to such development occurring
within five years from the date of handing
over possession to the allottee. Such
rectification has to be made within thirty
days without any further charge else the
aggrieved allottees shall be entitled to
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receive an appropriate compensation as per
have been defined. Such definition of
the Act.
the net usable area shall include the
area sold to the allottee for his
Bar on Jurisdictionindividual use, which includes living
room,
bedroom,
kitchen
area,
The Authority and the REAT shall have the
lavatory(s), bathroom(s), any area of
sole jurisdiction to entertain any suit or
the residence allotted to the domestic
proceeding in respect of any matter which
help and the covered parking area.
they are empowered by or under the
provisions of the Act. Also, no civil court
 Parking area: Generally, in any
shall grant any injunction in respect of any
residential complex or building, there
action taken or to be taken by Authority or
is always a controversy regarding the
the REAT in pursuance of any power
parking area. Residents are uncertain
conferred by or under this Act.
about the parking space allotted to
them in the parking area. Hence,
Critical Appraisal
parking space should be properly
defined and earmarked to the allottee.
The Real Estate (Regulation and
Development) Act, 2016 has excellently
Real estate agentdealt with a large number of issues in the
real estate sector. Still, some aspects are
A real estate agent is defined as ‘any person,
inadequately addressed and some provisions
who negotiates or acts on behalf of one
are incompletely framed to deal with the
person in a transaction of transfer of his plot,
problems efficiently. Further amendments
apartment or building, as the case may be, in
are required in future to rectify the existing
a real estate project, by way of sale, with
loopholes. Some of the suggested
another person or transfer of plot, apartment
improvements in the Act are:
or building, as the case may be….’ 27 .
Therefore, as per the definition the scope of
 Chairman: Section 2 (l) of the Act
real estate agent doesn’t extend to secondary
defines ‘chairman’ as Chairperson of
market properties. Hence the phrase ‘in a
the RERA. It fails to include the
real estate project’ shall be deleted so as to
Chairperson of the Tribunal. Therefore,
regulate the sale of secondary market
it is necessary to include the
properties by any registered real estate
Chairperson of the Tribunal under
agent. Registration of the real estate agent
Section 2 (l) else the use of the same
only focuses on the new property sale,
nomenclature in both the clauses would
therefore leaves out other areas of business
create confusion and scope of
like resale of property out of the purview.
manipulation of the law.
The real estate agents all across the country
should be registered irrespective of the type
 Net usable area: The carpet area is
of the property, hey are selling. This
defined under Section 2 (k) of the Act.
But, for better understanding and
clarity, the net usable area should also
27

Section 2 (zm) of the Act.
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includes property from agriculture and
provisions to handle situations like delay in
industrial sector.
completion of the project or any structural
defects, there is no provision to compensate
The Act provides neither any minimum
the allottee if the quality of the construction
eligibility criteria which a person has to
is below the promised standards. A
fulfill for registration under the Act nor any
provision to mandatorily follow the National
model code of training of these agents. Such
Disaster Management Authority standards
eligibility criteria and model code would
in construction could have been enshrined in
bring a uniformity in the conduct and the
the Act. The Act provides for three
qualification of these agents throughout the
certificates: (a) Commencement Certificate
country.
(b) Completion Certificate (c) Occupancy
Certificate 29 . The promoters have to get
Anti-Discrimination Clausethem issued from the competent local
Many cases reported every year where the
authorities in different stages of a real estate
individual purchasers of real estate property
project. Standing Committee on Urban
have been subjected to discrimination by the
Development (2013-14) suggested that if the
promoters. There is a widespread distress
project management has been taken by a
among many minority groups due to the
project management consultancy company
refusals of builders to sell them the flats or
or in-house project managers of the
the apartment on the basis of their
promoter then the Project Manager shall
background and status. Therefore, an antiissue a Construction Execution Certificate.
discrimination clause should have been
This certificate shall state that all
added in ‘Functions and duties of
construction has been executed fully
28
promoter’
i.e. the promoter shall not
complaint to the good for construction
discriminate on the basis of caste, creed,
drawing issued by various design
ethnicity, food, language, marital status,
consultants and the construction practices
nationality, preferences, age, religion,
followed are given in the relevant Indian
sexual preferences, and region of origin,
Standards issued by the Indian Bureau of
when transacting with a potential buyer.
Standards.
Development, Standard, and Quality of real
estate projectsThe Real
Estate (Regulation and
Development) Act, 2016 is constructed
narrowly and restricted to disclosure and
transparency in real estate transactions/sale.
Nevertheless, the scope of this Act should
have been extended to regulate the
development of real estate projects.
Although there are multiple compensatory
28

Section 11 of the Act.

OthersApart from the above-mentioned lacunae,
there are some intricacies which the
legislature didn’t mention. They are:


29

Black money: Real estate is a sector of
Indian economy which is prone to
black money. Since a large number of
transactions relating to the transfer of
real estate property are unreported,
Section 2 (zf) of the Act.
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investment in this sector becomes the
authorities. Still, this Act penalizes
most convenient way of camouflaging
only the promoter even though when
the black money. However, to curb this
he is also a victim.
practice, an amendment in Section
269SS of Income Tax Act was made in
Impact of RERA on various stakeholders
2015 30 . Now, while transacting
of the societyImmovable Property, 100 percent.
penalty will be levied if the seller has
The Act is expected to bring about a
accepted an amount of Rs. 20,000 or
remarkable change in how the various
more in cash from the buyer.
stakeholders are accustomed to operating –
Therefore, a similar and a parallel
be it developers, contractors, regulatory
provision to eliminate underground
authorities or the buyers. The need of the
economy should have been made in
hour is to revamp their organizational
this Act too.
capabilities which will come from investing
in themselves. The strict rules will likely
 Withdrawal
permission:
As
eliminate small and dubious players and
mentioned above, the promoter
ensure that only large and trusted players
requires prior a certification by an
sustain in the market. The Act can also be a
engineer, an architect, and a chartered
sentiment reviver for the sector which has
accountant before withdrawing any
been reeling under pressure due to slowing
amount from the escrow account.
sales.
However, any permission from them
will be futile since they all are paid by
 Developers: Developers will have to
the promoter himself. Thus, it is very
change their traditional mode of
unlikely that they will make any report
managing funds. Developers often
or decision against the promoter.
launch new projects to accumulate
funds required to complete an old
 Delay by the Government Authority:
project. The escrow account, as
The Act provides for no timeframe for
proposed by the Act, will mean that
the approvals from the local
developers cannot circulate money
authorities. There is no accountability
across projects. The bill requires new
on the part of various local
projects to be launched only after the
authorities/agencies when the work
developer has all approvals in place
gets delayed/ stopped due to their fault.
from the approving authorities. What
In many cases, the builders face
this will lead to is that the concept of
difficulties from getting clearances
“pre-launch” – which developers did
from the competent authority on their
soon after land acquisition -- of a
projects. They run from pillar to post to
project will cease to exist.
get different approvals from such
Developers will have to buy land either
30
through internal accruals, or investment
The Finance Act (2015), available at
<http://www.cbec.gov.in/resources/htdocscbec/finac
platforms or through joint development
t2015.pdf>
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agreement with landowners and not
quality issues with the end product. The
through buyer’s money. The developers
regulator will also become a forum for
are also likely to face penalties if they
the customer to register his grievances.
do not adhere to the delivery date
Since developers will be under pressure
committed to the buyers and regulators
to shorten the development cycle time,
while
registering
the
project.
they will demand faster approvals from
Developers will now have to pay more
authorities
such
as
municipal
attention and energy on reducing the
corporations OR environment ministry.
turnaround time of the project
These authorities will have to
development cycle -- from land
streamline their internal processes to be
acquisition to giving possession to the
responsive to this expectation from the
buyer. Developers will need to
developers.
significantly
upgrade
their
organizational capabilities (people,
A developer who is able to manage an
process and technology) to deliver the
efficient development cycle and a
end product in a defined budget / time /
strong customer experience will have
IRR by managing all the relevant
created a solid differentiator in the
stakeholders (contractors, consultants,
market place. This differentiator will
approval authorities).
attract more customers as well as
prospective partners for new projects
The Act will also require developers to
(landowners, investors)
notably invest more energy in
managing the customer experience. The
 Contractors: Since the developers
slowdown in the industry over the last
would now have to deliver a good
few years has led to developers
quality product within a defined time
spending effort in customer acquisition
period, they will also demand a higher
– which manifests itself in online
standard
of
performance
from
advertisements, schemes such as 20:80
contractors in terms of time, cost and
and celebrity endorsements. However,
quality. The contractors will have to
there is limited focus in managing the
invest in project management, site
customer experience after the buyer has
productivity,
workmen
training,
paid the first installment. This often
automation or mechanization of some
leads to customer dissonance – a feeling
tasks, better construction technologies
of being trapped with the developer till
to improve schedule adherence, and
the project is finally complete. The Act
most
importantly,
quality
of
significantly empowers the customer.
construction. Both developers and
The agreements will have to be
contractors will need to strengthen their
registered with the regulator. This
Contracts and Claims Management
means the agreements are likely to
processes for proper and timely
become less one sided (in favor of the
resolution of claims and performance
developer). The buyer is also entitled to
issues. Contractors who deliver results
penalties in case of delivery delays or
will be able to charge a higher premium
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over their competition. This premium,
forum to register grievances and
in fact, already exists and can increase
demand
penalties
from
errant
if the contractor has a proven track
developers, and easier access to
record of performance.
information on the developer’s past
performance - which is currently
 Regulatory authorities: Regulatory
gleaned through informal market
authorities have an uphill task of
research. What customers can also
revamping a sector which is known for
expect is a small cess on the property
issues like poor delivery performance,
value in case the regulator’s expenses
political interests, black money.
are not funded through the general
Institutions like EC / SEBI took a long
budget of the Central or state
time to clean up their jurisdiction. The
governments.
authorities will have to work hard to
establish its credibility in minds of
Conclusionconsumers as well as developers.
The Act intends to increase transparency
For starters, this regulatory institution
and accountability in the real estate sector.
will have to be built by appointment of
It provides various machineries to facilitate
a chairperson who has experience of
and regulate the transactions in commercial
building such institutions. At an
as well as residential projects and ensures
operating level, the regulator will have
timely project completion by the promoters.
to be manned with professionals with a
However, this would happen only if there is
background in real estate development,
an efficient implementation by the State
law, and banking. The regulator will
Government. Therefore, the most important
have to set up mechanisms for
challenge is to successfully establish the
dissemination of project information to
Real Estate Regulatory Authority in all the
customers, timely approval of new
states within the time span of one year.
projects, disposal of arbitration and
Apart from the above-mentioned loopholes
complaints.
still there is a huge scope for the
amendment. Example: the interest of other
 Customers: A number of already
stakeholders (apart from the allottees) in the
launched projects will have defaulted
real estate sector are not addressed.
on the guidelines set forth by the Act,
leading to customers activating the new
In the end, the enactment of this Act is a
regulatory platform to register their
landmark development in the real estate
grievances / complaints with the
sector. It will promote well-planned urban
developer.
real estate development and simultaneously
protect the interest of innocent consumers
Customers can expect a more
who invest their hard-earned money.
transparent
sector
where
their
bargaining power with the developers
will have significantly improved. This
could be in form of agreements being
less one-sided, the regulator providing a

*****
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