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1. Background

in India, a country of 1.4 billion people, housing has a unigque socic-economic and symbolic
significance. A thriving and transparent real estate sector can give a fillip to Gross Demestic
Product (GDP) growth and enable holistic socic-economic development, Real esiate sector
contributes 6 to 7% of country's GOF and is India’s second largest employer after Agriculture.

Government of India infroduced Real Estate (Regulation and Development) Act (RERA) 2016 for
regulation and promotion of the real estate sector in the country. Under this Act, Government of
Maharashtra established Maharashtra Real Estate Regulatory Authority (MahaRERA), vide
Notification No. 23 dated 8 March 2017

MahaRERA has brought sbow! & transformative era in Maharashira’s real estate sactor
characterized by enhanced transparency. accountabdity, customer centricity, and financial
discipline. Homebuyers ara at the core of this transformation, with their rights protected, capital
efficiently ulfized for home compietion, and access to comprehensive project information for
informed decision-making. The introduction of a speedy dispute resolution mechanism further
empowers homebuyers, ensuring a fair and efficient resolution process. Overall, MahaRERA is
continuously working fowards improving real estate experience for homebuyers, fostering a more
transparent and consumer-centnc environment

This is evident in the number of complaints received by MahaRERA. In Projecis launched Pre-
RERA, MahaRERA haz received complaints against 23% of the projects, whereas in Projects
launched Post-RERA, Complaints have been recaived against 3.5% of Projects anly.

Oinky 3 5% of Progects launched Post-RERA have complaints aganst them Vs 23% of Projects Pre-RERA

Pre - RERA Projects Post RERA Projects

Tl Progectn. 15740 Ty Pegecis FPEA
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Some of the salient practices adopted by MahaRERA to ensure Home-buyers interest are
protected include:

= All Information of Real Estate Projects including Approvals, Apariment Details (Carpet
Area, Booked !/ Unsold etc.), Project Professionals, Project Progress, Litigations el is
anline for public view

o 70% of the amounts realized from the allottess is deposited in 3 separate account to cover
the cost of construction and the land cost only

* [Building Plan Approvals {Commencement Certificata) 1o be in place before registration &
marketing / selling any project

= Increased assertion on the timely completion of projects and delfivery to the consumer.
Failing which Interest Payments shall start.

« Consent of 2/3rd aliottees for any addition or alteration

=  Model Agreement & Allotment Letter: Max 10% of the booking amount can be taken before
entering into Sake Agreement. Introduced Non-Negotiable Terms in Agreement

» Fast Track Dedicated Adjudicating Mechanism for Complainis under the Act

Aligning with its mission to empower homebuyers, MahaRERA proposes fo introduce a Grading
syslem for real estate projects in the State, This initiative aims to enable homebuyers, even those
who may not comprehend technical details such as approvals, to assess the guality of a project
and make well-informed decisions, By implementing the Grading system, MahaRERA seeks to
enhance transparancy and facilitate easier understanding of project details for homebuyers.

Further, under Section 32 () of the Act one of the key funclions of MahaRERA is 1o facililate
grading of projects on various parameters of development including grading of promoters.
Therefore, MahaRERA has released this consultation paper outlining the framework for grading
redl estate projects, inviting public suggestions and objections. By seeking public feedback,
MahaRERA aims to refing and develop a comprehensive framework that aligns with the needs

and expeciations of the real estate industry and homabuyers alike,

2. International Examples

Ratings / Grading system in Real Estate Sector is well-established Mechanism internationalky.

Maharashira Real Esiate Regelatory Authority



Consultation Paper on Framework for Grading of Real Estate Projects [

2.1. Singapore

Building and Construction Authority (BCA), Governmant of Singapore is the statutory authority
responsibie for safety, quality, inclusiveness, sustainability and productivity of Real Estale Sector
in Singapore.

Since 1889, BCA has introduced several Assessment Frameworks for rating including
Construction Quality Assessment System (CONQUAS), Grean Mark, CONOQUAS Manager and
Supenvisor Certification and s0 on

Integrated Construction Quality Assurance Scheme (ICQA), is the latest rating system introduced
by BCA to ensure greater quality. productivity, sustainability and safety in real estate sector.

Performance is mapped to a tered rating system lo benchmark the promaters’ standing against
their peers, There are eight {3 categores within the ICOA framework namely Leadership,
Customer, Human Capital, Planning, Process, Knowledge, Innovation and Results

ICOA framework
Systemn Requirements

ICQA Rating

Fromoters are required to achieve minimally 50% of the total marks ineach ICQA category. Firms
can rate their parformance under a 3-therad rating, as follows

Maharashtrs Real Extale Reguiatory Authaority
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¢ Tiered rating
Firms wall be graded under a 3-herad rating

Enppilme = Mthiwwed owerall wors of F E5%
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The Rating system allows homebuyers to make informed decision on the Projects and Promaters

2.2, Dubai

Dubai Land Department has introduced 1-4 star =
ratings for its buildings - and additional '4Plus' dﬂnillqgunlljllﬂlt.-l;- @
rating for sustainability features. The star rating Lard DEF“:"_ -

system provides an incantive for building owners fo

try and aim for & higher category. As of now, 4 Star

f"'-d- ' N . i
ratings have been assigned to around 20 per cent of " ¥ 5_:;“,.:.

existin idings.
isting buildings GOWERNMENT OF [DUBAI

A star classification system based on enginesnng

efficiency and design paramelers will help guide property buyers and lanants as o what the
pricing should be. At the same time, the ratings will also help explain the differentiale in pricing
batwean builldings in the same area.

The building rating process starts with a building plot being assigned 1o an inspector via a GIS-
exper administrator. The inspector then visits the site on fool and conducis the survey of the
building, going into every floor and taking pictures of the building. The inspectors are trained to
maintain and respect the privacy of the building cccupants in line with the law and entry is
restricted fo the commaon areas of the bullding only. The inspaction ands with a list of all the units

Maharashtra Feal Extate Regulatory Autharity
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and floors m the bullding as well as filing out the B0-point guestionnaire. The building then
receives a star rating based on 60 carefully talored requirements.

2.3. Australia

Property Council of Austraha (PCA) provides framewark for classification of Australian office
buildings based on parameters and critena that typically influence perceptions of building quality
held by cccupants and investors. The existing classifications are Pramium, Grade A, Grade B and
Others

The quality of grades is often skewed and subjective depending on where you are analysing.
Therefore, each building is classified based on the supply to the markat within the area.

The classification of office grades is consistent for all Australian office lowers and is influenced
an certain criteriong, as listed below:

# Building Age

# Building Net Lettable Area (NLA)

« Floorplate NLA

« Lacatian

« Lifts (speed, size and number of lifts 1o building per NLA ratic)
» Environmental credentals (NABERS, Green Star ratings)

« Building management control systems (BMCS) and so on

Maharashira Resl Estate Regulatory Authority
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3. National Context

In India, Rating and Gradings are being used extensinvely by Reguiators to better inform the
citlzens & businesses on financial & investmen! risk.

3.1. SEBI Registered Credit Rating Agencies

SEEI (Securities and Exchange Board of India) authorizes and regulates all Credit Rating
Agencies (CRAS) in India as per SEBI Regulations, 1089 of the Securities and Exchange Board
of India Act, 1992.

Credit Rating Agency (CRA) assesses, calculates and assigns the credit ratings to companies,
organizations and enterprises. It performs a delailed analysis of financial instruments of various
entities These CRAs help lenders and investors determine the potential risk invalved in lending
money (o & particular borrowing entiby.

It depicts the risk invaolved with investing in debt instrumeants. Tha rating scales usad by the Credit
Rating Agencies are usually from 'AAA" to 'D'. wherein "AAA" stands for highest ratings and ‘D’ as
lowest or Bad Credit Rating.

Investor Protection Guidelines: SEBI (Disclosure and Investors Protection) Guidelines, 2000
deals with primary issues of shares, debentures, and various othar financial instruments. and
regulation 2.5.1A prohibits any public isswe or rights issue of convertible debt instruments unless
a credit rating is obiained from at lkeast one CRA registered with SEBI,

In case of an IPO the SEBI ICDR Regulations, 2018, regulation 10 additionally reguires the issuer
of a convartible debt instrument 1o mandatorily obtain a rating from one CRA and to disclose all
the grades obfained by the CRAs which weare approached by the issuer in @ red hemng
prospectus,

3.2. RBI accredited Credit Rating Agencies

Reserve Bank of India (REI) has a list of accredited credit rating agencies for the purposa of
assgning nsk waight to assels for capital adequacy purposas by the banks. On a review, banks
are advisad 1o use the ratings af the following domestic eredit rating agencies for risk weighting

their claims for capital adequacy purposes

Manaraahira Real Estato Rogulstory Autharity
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H
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The capital adequacy ralio, also known as the capilal-lo-risk-weighted-assets ratio (CRAR), is
used to protect depositors and promote the stability and efficiency of global financial systems

3.3. Star Rating of Hotels

Star Ratings of Hotel s well established international concepl. Tha need for a star rating is
esganlially to sat the axpectation level of the travelers and also for other legislative purposas like
government subsidies

In India HRACC (Hotels and Restaurants Accreditation Committee) falling under the Ministry of
Tourism ranks the hotels based on cerain parameters.

Frocedurally the hoteliers should apply for their star rating and the committes responsible will visit
and judge based on the facilities provide, how well the guests are served etc. Based on these,
they give them star ratings ranging from 1 slar fo 5 stars.

The basic parameters on which the officials grant the star ratings are number of rooms, size of
bathrooms, air-conditioning details for guest rooms, public areas, details of public areas like
lobbyllounge; restaurants; bar, shopping; banguet/conference halls; business canter; haalth club;
swimming pool; parking faciliies (no. of vehicles), facilties for the differently abled guests, details
of Fire Fighting Measures/ Hydrants, security-related featuras etc.

3.4. Ratings in Real Estate Sector
There are several types of Rating machanism that exist in Real Estate Sector in India

- Credit Rating of Real Estate Companies as per regulation of SEBI & RBI for IPQ. Bank
Financing and s on.

- The Indian Bureau of Energy Efficsency (BEE) , is an agency of the Government of India,
under the Ministry of Power created in March 2002 under the provisions of the nafion’s
<1 Energy Conservation Act. They have launched a five-star rafing scheme for office
buildings operated onkly in the day time in three climatic zones. composite, kot & dry, warm
& humid on 25 February 2008
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4, Need for Grading of Real Estate Projects

Homebuyers are often investing a significant partion of their lifetime savings into buying a home,
g0 it is impaortani for them to be awara of the rnisks involved. Real estate projecis can vary greatly
in terms of quality, location, and amenities. By grading projects, homebuyers can get & betler
sense of which projects are the best fit for their needs and budget.

By considering the factors that are included in @ grading, home buyers can make more informead
decisions about whether or nof to invest in a particular project.

Some Risks that Real Estate Grading need to highlight are:

- Financial Risk:

- Legal Risk

- Technical Risk

- Timely Completion Risk

It |s wnportant to note that a real estale project grading is not a guarantee that there will be no
problems with the project. However, a high grading can give home buyers paace of mind and
rmaka them more confident in thesr investmeant

Manarsshira Real Estasn Rogutatary Awthority
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5. Proposal

The real estate market is @ complex and often confusing place for homebuyers. There are many
factors to consider when making a decision about where to buy. and it can be difficult to know
which projects are the best investments.,

One way to help homebuyers make more informed decisions is to introduce a grading system for
real estale projects. This system would assess projects based on a variety of factors, including
the project's financial wiability. Technical Approvals by Compelent Autharity, ongoing Legal
Litigations, Promaters Track Record on Compliance in the Project and so on,

With this background, MahaRERA proposes (o infroduce Real Estate Project Grading Systam.
Further, under Section 32 (1) of the Act, one of the key functions of MahaRERA iz to facilitate
grading of projects on various parameters of development including grading of promaoters.

In the first instance, MahaRERA would involve itself with the grading of Projecis as oppozed to
grading of developers. In due course, as the system stabilises the authority would serioushy
consider a matrix o grade promioters also

51. Phases of Grading

It is proposed 1o infroduce grading in @ phased manner. The real estale sector in India iz still in
the early stages of transformation from an unorganised 1o an organised sector. There s a need
for more maturity before grades are assignad to the projects. This is because the grading system
would need to be based on a number of factors, such as the Promolers track record on
compliance, Lagal Litigations, Qualty of Financing of Projects and so on. Thesa factors can take
time to develop, so it is important o give the real estate sector some time fo mature before grades
are assigned, MahaRERA, hence proposes a graded and staggered approach lowards achieving
a robust grading system.

Accordingly, it is proposed to adopt following phases for Grading of Projects
Phase 1: Information Disclosuré Phase

The Information Disclosure Phase would focus on objectively listing all project information. This
infarmation would include the

Wakarazhira Real Estate Regulatory Austhedty
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- Project’s details: Location, developer, amenities, and other relevant details

- Technical Details: Siatus of Varous Approvals like Commencemenl Cerificale,
Promoters Quarterly & Annual Compliances, Booking Percentage, Siatus of Farmation of
Society stc.
Financial Details: Financial Encumbrances, Financial Progress of Projects, Annual Audit
Certficate etc

- Legal Details: Litigations & Complainfs against this project, Warrants lssued, Legal
Encumbrances etc.

This would help to make it easier for potential buyers to compare different projectz and make
informed decisions,

Phase 1: Project Grading Phase

After some time, when the real estate sector has had more time to mature, it is proposed 1o
introduce @ grading system to rate the projects and subsequently, promofers on basis of the
above-mentioned and other suitable & relevant criteria.

The phased approach o grading would allow the real estate secior fo mature and develop before
grades are assigned. This would ensure that the grading system is fair and accurate, and that it
prowvides a valuable resource for potential buyers,

5.2. Framework for Information Disclosure

It is proposed to adapt following procedura for implemeantation of First Phase of Grading.
5.2.1. Eligibility Criteria

&l Projects which have registered Post January 2023 shall be eligible for Grading of Projects

5.2.2. Frequency

Grading shall be conducted bi-yearly, The First perod for grading shall begin from 1% October
2023 1o March 2024. Grading process shall commence once the due date for last gquarer QPR
uploading is done i.e 20th April 2024,

Maharashirs Real Extste Regalatory Authority
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5.2.3. Tools for Grading

Grading shall be automatically ganerated through MahaRERA's IT Solution MahaCRIT| on basis
of information submitted by the promaoter,

5.2.4. Parameters for Grading
The Project Snapshot shall broadly contain of four categories:

] Project Overview
{ii) Technical Snapshot
(i) Financial Snapshot
Ty Legal Snapshot

In the first phase, the information against these Parameters shall be displayed 1o the home-buyers
for making informed decisions.

The identified parameters for Project Snapshot are as follows:

A, Project Overview

Project Name
| Promoter Nama

MahaRERA Regsiration Mumber
Location

B | a3 [ | n

Fesidential / Commercial |
5 | Type of Project Plotted Development eic.

Technical Snapshot

Chuarierly Progress Reports Submitied

Cuarter Ending Dec 2021 Submitted / Mot Submitted
Auarier Ending March 2022 Submitted / Mot Submitted

Quarter Ending June 2022 Submitted / Mot Submitted
Quarter Ending Sept 2022 Submitted / Mol Submiited
Quarter Ending Dec 2022 Submitted / Not Submidted

| % of Work Compiatad of Buidling / Wing / Layout / Platted
2 | Deweloprment (From Enginear's Cedificate)
| %% of Work Completed of Internal & External Development Works
| {(From Enginesrs Cerdificate)
4 | % of Time Elapsad

Maharashiva Raal Estaio Rogulstory Autharity
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Project Registration Date

| Proposed Project Completion Dete
Annual Qually Certificate

FY Ending 2022 Submited | Not Submitted

Extension Applicatian Submitted [ Not Submitted

Booking Perceniage

Formation of Society Submitted / Mot Submitted

Coneyance io Association of Allotaes Submitted / Mot Submitted

i (im | =d |

Financial Snapshot

% of Financial Progress {From CA Cartificate)
Annual Audit Report {Form 5}
FY Endéng 2022 Submitbed / Not Submitted

Penaliies
Financigl Encumbrances

Legal

Complaints Against the Projec
Warrants Isgued

Legal Encuembrances

Any NCLT / Other Legal Proceedings

DHsclaimar |

= The above delails shall be as per data provided by Promoter of the Project from time to time, MahaRERA
makas evary attempl to ansure accuracy, reliability, and completeness of all of thea information but does Pt
accept any akslity on the information which may or may not be subject to changa from time o time.

- The abowve raport has been prepared by data submitted by Promoter till <Date> and users should
independently verify any data before making decisions.

Prelimmary discussions on the above framework were alse held with Industry Associations and
their inputs incorporated.

‘Maharashira Real Extate Reogulatory Authiority
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6. Public Comments

Public comments are invited for the proposals given above. The commenis / suggestions may
be provided as per the format given beloaw:

Mame of the Persan / Entity Proposing
comments:

Mame of the Organisation (if apphicable):

Contact details.

Category: Whether Promoter / Real Estate
Agent ! Allottea ! Government Authority /
Academic Institutions ! Legal Firms ¢ Public

= [

S No Para. No of Extract from Comments / Rationale
Consultation Consultation Suggestions
Faper Faper

Kindly mention the subject of communication as “Censultation Paper on Framework for Grading
of Real Estate Projects”.

Comments as per aforesaid format may be sent | latest by 15" July 2023, by email to
sugoestions maharerai@gmail com

Makarashira Roal Estate Regulsory Authority



