MAHARASHTRA REAL ESTATE REGULATORY AUTHORITY

No.MahaRERA/Secy/File No.27/ L 15/2017.

Ciroular No. 7/2017 Date: Hh July, 2017

Suhject: Clarification on CA Certificates

Liofens, under section 25 of the Real kstate (Rogubation und Develupment) Act, 2016 (RERA).
the: Cheirperson MahaRKRA is vested with the powers of general supcrinténdence aind
direciions in the conduct of the affuirs of the Authoriry,

W hereas the second proviso to Sectior: 4{2)(1{1Y) of RERA provides that the amounts from
the separaiv account shail be withdrawn by the promoter sfter it is certified by an engineer
an architect and a chierered accountant in practice that the withdrewad is o proportion to the
perceniage of eonpletion of the prajecr.

Whereas, the third proviso ‘o Scction Y2)E(D) of RERA further provides that the promofir
shall ge* hix aeeounts audited within six months afier the vnd of every financial your by 4
chartored accountant in pructice, and shall prodicee a statemesst of acenums duly certified and
s o€ By sueh chartered accountant and it shal! be verificd during the zudit that the amounis
collected for v periicular peeicct have been ntilicd [or the proiect and rhe withdrawal has been
:n compliance with the propoertion wo the percentage of complition of the project.

Whereas Rule S of the Maharashtra Reui bstgie (Reantation and Developnient) ( Repistiation of Rea! Latate
Froaeulz, Reglistratfon of Real Dstate Agents, Rates of Interest ard 1iselosures an Wetwine) Ruli:, 20 Tprescribes
the withdrawai uspects of the amounts deposilea in « separate aveount under Section 2} (i)(D)
of RERA, Tze said Rules require than for the purpose of withdrawsl of amounts deposited in
the Desiznaied Bank Account in respect of Aew Project and Ongring Project, the proircter
sizall submit tire following three certificales to the scheduied bunk operatisg the Designated
Hunk Acconini;

] Cortificete frum the project A:chitec! in Form 1 curtifying the percentage of
compievdon of construction wourk of each of the tasks/aclivity ol the building
wing of Lhe profect;

{if)  Certificute from the Hapineer in Forin 2 for the actna! cost incurred on the
constnictint work of sach of the building / wing of the projecr: und
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iiti; Certificsite from a pructietne Chartered Accouniant other than the statutory
suditor of the Promater. in For 4. Tur the curt incurred on construction cust and
hi: laged cost The pracilcing Charrered Accountunt is .iso regnined to certify the
proportion of the vost huearnid on construction and iund eost b the totel
estimated cost of the project. The tow! sstimeted snst of the project multiplied by
such proportivg shail determine the mesnmu smosni wiich ca by withdraw:
Ly this promigter fivam the Separate Baok Account. The promoter ghuell tx tequired
to follow the aforesaid procedurs for vvery withdrawal from the Separate Hank
Arcatint il the occupancy certificate iz respect of the project is obtained. On
receipt of completion cerlificate in regpect of the project, the enbire balurnice
smaunt lying in the Sepamate Bank Accourt cen by wirthdrawn by the pramoter,

Whereas Regularion 3 of the Maharashiss Real Enate Regulatary Awhority (Genenal) Repulations
2(:17 prescribes thie format of the certificates to be issued oy the project Architert, Ilrt)i_tzr:t
kEngincer, Chertered Accounitant for geuing feirase of money from the Separare Bank
Accoaxnt:

ia! Cersifleate from the propeg Archileet 30 Form 1.
(t:) Curtificate from the project Engineer in Form 2.
i) {.ertibcute rom the Chartered Accountant in Form 3.

{d; Certificate from the project Architec! on completiom of enct: building / wing of the
rea. esturc project in Forom -1,

Whereas Regulation ‘Ha) of the said General Regulations provides that the annual repon
0N Etatenaent of accounts shall be in the preseribed Form 5 {issued in accordance with
the thud proviso to section +{2i[0) of RERA) which srail be duly certified and signed hy
the chartered aceounrant who is the statutory auaitor of the Promotar’s oniterprise,

Whoereas there are various terms which are used in the certificates to be igsuerd
by Chartered Accountant whosc meaning and interpretations need 1o be
clarificd in order to have uniformity in the basis on which the certificates can be
issued by Chartered Accowntenits without any ambigaity for cich of the projects baing
registered witi: zhaRERA

Tharefore, for the purpose of KERA 11w rules 2nc regulztinns there andes:

The cxpression “neurred® wold niean amoun: of pinducl v service received, cteating
4 debt in favonlr ol & seller or supplicr and shall glse neluae the amonrt of prowlucet or
service sfev{avec againat the paviuen?,

Ta detenudne the fair muarket vaiue of the Acquisitivn Cust of Land ar Developmem
Right® or Lease Righits in the Resl Estate Praject, the Acquisition Cost shall be the
"Indexed Cost of Acquisition®. 1idexed Cost of Acquisition siai! mwnn ap amount which
peats 1o the cost of acquisition the same pioportiot as Cost Tuilation Index for the vuer
11: witich the Lanie! o Development Righis or Lease Rights in the Real Estate Project is
registered or Jhe year in whick: 1l irst Commencement Crolificate is 1ssued in respecer
of such Land, witichever iy earlier, bears to the Cost Inflation Index for the first vear



in which suci Land or Development Rights or Lease Rights i the Real Estate Prajert
wargs owned or Leld ty the Develnpor, Where the Lasnd er Developmment Rights or Leusy
Rights becume property of the Develuper or becunte wvailabic o the Developer before I#
day of Apsil, 2001, the cost of Acguisidon woulé mean the ASR vuhie of such Land or
Devclopment tights or Lease Rights as on 1+ day of April, 2001 wngd  First year iu which
such Lund or Clevelopren: Riglsts or Lewse Rishts in he Rial Estate Project is owned or
held by the Doveloper shell be taken as 1+ Apris, 2001, "Cost Inflation Tndex”, in pedatios
i 2 vear. mewns sieh ldes as e Conttai Grwernment may, by notifcation m the
Cilicial Gazette, specify. in this brehal: under Section 48 of the hwume Tas Act,

The Acquisition Cost shall also include the amount of interest ineurced on the harrawing,
dosi: speeificialiy for purehase of Land, or Aceuirivg, Development Rights or Leare Rights.

Cost :nder Rehebilitation schiesue or coustraciion wost nf rehabllitation buildings shali
melude cost incurred for conatruciion of coastruction ares. which is to be handed over

o
Fit Slum dwellers under sluwm rebubiiitation scheme,
1l tenants ander redevelopment of tenanted praperties.

1l apartment owners of the building wiiic!y s under redeveinpment and who are to
be provided with the allemative accomTodation,

{iv] Govermment or concessionaire in Public Privste Partnersnip project

fej Appropriate Authority under wirioues senernes under Development Regulations,

All sruounts payadle to slum dwelicrs, tenants, apsrtment owners or appropriat
autharity or governmuent or concessionzire which are nut relunduble and yre incurrec
as cost and expenses of such rehahilitution seheme, ska® be allowed as part of lane
208t under clause 1)) or 1{H){liv] of the Fortn 3 under Gemerel Resulaiion 3 of
Muhe:RERA, For esample, maintenance deposity, cgrpus amount, concession premiun:
or fees, shifting charges to name a fow.

The aircun! of intorest incurred on thre borrowing done specifically for construction of
renasilitation component in rehabilitation schems shall be inciuded in the interest
payable to financial instituidon ete. under the head of Land Cosi. (under Clause 1{ij{x)
o7 Forn 3 of Geniaral Regulation 3 of MahaRERA).

Uhe increass it constriction cost. due to execution «f vxirafadditional Hems as certified
by the Eugineer in Annevyre A, of the Form 2 of the General Regulution 3 of MahakFERA,
shall be allowed o b included in e On site expendi'l';:rt for development of entist site
ste. 1inder clause 1(iijha)(iii) of the Ecro: 3 of the Genezal Requlytion 3 of MalisRERA,

Whil: nplouding the details of Profect ¢ost on the wrbsite st the time of registration, in
tae “Pnsject Cost® Tab, List of vainey, wherein *Principal sum and interest payable”® is
sought, *he Principal Sutn of the Loarn shall 1ot be enwred und only interest amoun
shal: l» uploaded. Huwever, in the errtificate to be issuwe by Crartered Accountant, as
mer Frorm 3 of the General Regulution of MahaRERA, the principes? sum of Loan shall be
veflected 1 the bracks1s and shall nov be sdded in the Sub-lotal of Development Cost

The cxpression *Amount withdrawn till te date of the cenificate as per the Boaks of
Accounts and Bank Statemron” appearing at ciase 7 of Forra 3 of General Regulation



3 of MahaRERA means the antounts withdrawn from the Sepsrate Bank Accournt us 'y
the Bookr of Aceounis and Bank Statenwni of thas Separate Bank Accound.

The Promoter to deposil the Pass Through Charges famount collected tor urid on behal?
of Legal Entity ur Apex Budy or any statutory suthoricy ov local bodyl should be
deposited preferably in o designated Lank areconnt apened Just fur the purpose of
denositing such Pass Through Charges or in any other ixgpk aceount of the promoier
arid shanild 2ot he deposited 1t the seprrate bank accoant. Howewer, Promoter ahuil by
r=quired w give acconnt of the monies collecid as Fags Taroueh Charpes 1o the Legal
Entiy or Asxs Hedy,

The nidircet tuses collectsd by the Proniotes Tom the Aliottees in rhe nawre of GST
/Service Tax / VAT etc cau also he deposited in a bank acuonnt,. other than e Scparat:
Bank Account and shall be dralr with as per the provisivny of the statuie govenrng
such indirect texes.

It may be noted that Incume {ua paid by the promoter of ¢ Real Bstate Praject, shall nuot.
e alluwed, 1o be claimed as cost of the Rexl Estate Project.

The Svpurute Account opened in sccordanice wit' the provisions of section ANl of
RERA, shall be a no lien accous: and withdrawal from such separate account shall
wlwavs be it uerordance with the provisious of RERA, Rules, Reguiations and circulars
Issued by McheRERA from 1ime to time. The exeess monivs Iving in the Separane Huuk
Account can be put in fixed deposits with the bank operating tiv Separate Bank Account
at]l wiich hes o be & no lien Fixed Deposit und no :pan can e abtained apuinst or on
suet Fixed Depusit nor any cherge can be crsatud on such Fixed Deposit

The Chartered Accourtant shall verify and certify that T of the amounr coilected from
Alloitess {uther than Pass Through Charges arad [udirect Taxes) are deposited i the
separare account. In case of wnpning profect, where estimazed cosl o complete the
wroject is higher than estimated vawue of sulua rovenie, the chartered secouniant shal!
vurily and oert:ly thar 100% of the amount collected from the Allotiees {other thax: Puus
*hrough Charges and Indireci Taxcsi wlivr the date of registration of Lhe wroject are
deposited n the separale account.

In case of fixed deposit being madd from the monies lying In the sepurale aceount, ther
the chariesed eecountant shall verity that ther {8 7o lien or charge on such fixed
depowit. The promoter and for chartered accourtun’ ghall uhwin the no iien fcharge
certificate i respect to sich fixeed deprail, from the bank once every three mosnths.

Tre Authority recammends that the ameuni withdrawn from tie sepurate wcvoumn
should ssrierably be ulilbed for the purpose of completion of the Real Fatate Project.
Irwever, there is ne end use restriction on the amount which is withdruwn from the
scparats aremint, in eccordance with the provisions uf she Act, Rules, Regulations an
virculers

Canceliation amountfs), if any, lo be puid by the Promoter to the Allottces op
canieellztion of bouking / ullotment of tre Apartment, should be treated as cost incurred
for the project and thwe sime ¢an be withdrawn fnm the Beparate Bank Accouns, tn the
extent of 70% of the amcunts o be wpaid to the Aliottee on canceliation of ihe
sonking/aliotment, since only 705 of the drounts reihaed from the Allottee wouid have



beer: deposited in the Separate Hunk Account. However, the Compensation / interes:
paid by Lze Promuter to the Alluticss should Y treated as cost Incurred for the projec:
and hence the entive s1um required to be puid by wiy of compensation / Interest tu the
Allottes can be withdrswn from the Sepwualr Bank Avcouat.

Clause 4 of Form 3 of the General Regulutions of MahaRERA, refers to percentagg
comnpletion of Coustrietion work as per Project Architect's Certifivate. Thix rlause shall
He reajitires 10 be flied only in the final certificate when 1007, of the constriw Hon wirrl
“;a% been completed. In ali the prior cerlificams, this fivle is not mandatory to be Flled
and certified by Chartered Accountant, as this information is beesi detsiied in Form 1
pruvilded by Architect

With 1espect to an Ongoing Project, at the time of registration of the Rual Hsiate Project,
the Estmated Land Cost and Develapment Cost/ Cost of Conatruction to be cerfificd as
per Form 3 of the General Regulations of MuhuRERA, shall be for the cost of the real
estare nruiect, since its inception and not the balance Estimated lLand Coal and
Drvelopment Cosl/Cost of Constroction to complete the project. That Is, the total
Inarred Cost of the Real Estate Projec! shail be the aggrogate of the Incurred Land Cost
and Development Cost / Cost of Construction of the project, sincy: irs inceprion till the
date nl 1he issuance of the certificate and the cstimaied Land Cost and Develoome:t
Cust/Cost of Construction shall be for the eutlirv projee! frnv the iaception dll
compietion. Also in respect of an Ongoing Project. in the first certificate to bo wsued by
a Chartered Aocanrlant At the Gne of egistrating and for the first withdrawal post
regiatrating. A clause 7 of the Formn 3, the "Amonn; withdraown Gl date of this certiticate
as per Books of Accounts and Bank Statement” shall be either “100%, ol the mnounl
receivd towurds consideration of the safc of apartment of the Real Estate Project till
date of Registratinn® ar *ameunt of praject coat incusred a3 reflected at clause nurmber
a of the certificale of churtersd accoutiiamt seed (Form no. 31 ar the tite of
registration”. whichever is lower.

The :hird proviso io Section 4(2){){d) of RERA read with Regulation 4{a) of the
Regulations requizes 1he promoler 1o gt Bir aceounts quditen within slt montss aftes
the end of every finencial year by the statutory auditor of the Promuter's enterprise, and
produce report on statement of eccosints ni: project fund utilization ané withdrawal by
Promoter in Form — o in accordancs with General Regilation 4 of MahakKRA. Sinee the.
sepor! i$ ' be prepared under third proviso to section 4{2jllid) of RERA, the said
cerlificnte is only in respect of the amount to be deposited and withdrawn from the
Separate Bank Accuuni. Thus Chartered Aceountast fs required Lo certify tial Promoter
has utilinx 70" of the wnount collected for the project oniy end not fur the eritire
annunt collected for the project. However, (f may e 100% of the Luline: receivables
fror the Alictoes i viese of an Omgoirg Projeet, where tew provise te Rule S{LHH) uppdics.
The Chuarivred Accows:tant shall further certify that the withdrawal from the Separan
Bank Account of the said proirct has heer in accorduner with the proportion: tu the
petecntage of completion of the project.

I ¢ase of Development of Real Estate Project hring implesnented by Promoler anid co-
prometers, the agreemesnt betweets the promnter and e of the oo promoters shall
clearly lay down tiw entily which is principelly or primarily responisible for completion
of the real cstete project. In case of sitared responsibility betwees: the promotet and co-



promoter for gchieving compiction of the project, the LT Ient shall rlearly lay down
e responisibiiiny assaricd by promuoter and each of the co promoter. Thu: cop of such
unTesIne:.l or arrangement is requseed o be ;;olopded at the time ot regivtration uf tre
Resal Kante Projec,

Projucts alrcady registercad or applied for regisiration with MahaRERA before issuin
of this cireuiar, may not have faciored i the cierificdion points, For such projects,
MahaRERA does rot expert the emtimated costs to be reworkod or rertificates 19 be
reqssied, Huwever, o sabsequent centifientes ané while reporting ncurred muonn
ioe quarterly npdates, the abovementioned coneideravour shouid be taken into
acenlnt.,

This Circitar will be cfective ffom the cate RERA has coma into effier.

By the approva: of Chairperson/Man:aRERA
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