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Rera Rating coming up in six
months, confirms UP Rera

Namrata Koh
» letters@hindustantimes.com

So far, Rera’s role was that of a
regulator of India’s real estate
industry. What was introduced
onMay 1,2017as the Real Estate
(Regulation and Development)
Act,2016(RERA), isadding more
functions under its ambit, with
thelatestbeing grading of devel-
opers and even putting clearan-
ces under the scanner. All this
withaviewtoprotecttheinterest
of consumers.

According to Rajive Kumar,
Chairman UP Rera, “Like Crisil
comes up with rating of bonds,
rating of companies; we at Rera
UPwilllookat various things. A
fair share of grading the real
estate developers and their pro-
jects will gointo how well devel-
opers are positioned vis-a-vis
Rera compliances and we willfac-
tor in customer feedback. We
havestarted thistrend and other
states will follow suit.”

Whilefirming up the method-
ology, UP Reraisalready consult-
ing all stakeholders including
Credai, Naredco, Association of
buyers, homebuyer groups etc.
Says Kumar, “The TOR (terms of
reference) will have inputsfrom
everyone. However, once the
methodology isfrozen, then there
is no influence.” When asked
abouttimeline, heassures within
sixmonths,and by the nextanni-
versary of Rera, this will come up.

Haryana Reraisequally keen
torate thedeveloperand projects.
Confirms Samir Kumar, Director
RERAHaryana, “We willbegrad-
ingthe real estate developers by
assigning them a Star rating,
from 1 to 5 based on their track
record. Itwillactlike whatanISI
/1SOisforproductandservices.
We will involve the consumers
and the RWAs (resident welfare
associations).”

Naredco feels this step is in
alignment toother rating certifi-
cation that already exists in the
sectorandis beingutilized by the
industry stakeholders.

Buttogeta Reraendorsed rat-

definitely enhance the consumer
confidence index. According to
Dr Niranjan Hiranandani,
National President Naredco,
“Thisis partofthe new paradigm
where Rera compliance defines
realestate,andwedonotseeitas
reinventingthe wheel. However,
itshould notadd to the time taken
and/ or project cost in a major
way.” Headds thatsofar Rerahas
played a vital role to enhance
transparency, settingupa com-
pliance mechanismand bringing
inthe much-required accounta-
bility of the developer fraternity.
Thosereal estate developers who
play by the ‘rule book’ will not
haveany problemswithonemore
rating process,” says Hiranan-
dani.

Will the authorities come
under the purview? Says Rajive
Kumar, UP Rera chief, “The
present Actprimarily hasbuyers
andpromoters. However, thereis
asubstantial component which
relates toseveral clearances. As
ofnow, the developmentauthor-
ity is not under purview unless
they are promoters themselves.
So there is nothing in the Act
directly that binds them into
time-bound delivery. We are
working ona system which will
ensure thatin the firststage, the

ingforadeveloper or projects will

DEVELOPER
ASSOCIATION CREDAI
HAS ALSO WELCOMED
THEMOVE OF RERA

—

clearances process becomes elec-
tronic. If developer applies on
30th Nov 2018, thenit'sonrecord
electronically thathe hasapplied
onthatdate. Inthesecond stage,
theycanensurethatanythingnot
meeting the timelines is held to
task.”

The Rera rating processisset
toempower the buyers, the banks
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andbuilders.

According to Shubham Jain,
Group Head & Vice President,
Corporate Ratings ICRA Limited,
“The grading/rating of project
and developers is beneficial for
all the stakeholders. A scientific
assessment process to have the
developers/projects measured
against the same yard stick can
help the buyers in taking an
informed decision whilemaking
theinvestmentdecision. A scien-
tifically graded project is more
amenable toaccurate andrelia-
bleestimation of the lending risks
involved. The projectownerscan
use thegrading/ratingasatool to
convey their project develop-
mentandexecutioncapability. A
higher grade typically reflects
the ability of the developer to
complete the project within the
scheduled timelinesand cost.”

Talking specifically about
Rerarating, ICRA spokesperson
says that a standardized
approach towards benchmark-
ing of projects and developers
willbeagood thingfor theindus-
try.

It willimprove transparency
inthe marketandactasanena-
bler for the stakeholders to take
informed decisions.

Typically, while carrying out
therating/grading ofarealestate
projectand developer, ratingcon-
sultantlikeICRAassess therisks
under twobroad categories: busi-
nessriskandfinancialrisk.

Some of the indicative risk
assessment criteriainclude sec-
tor specific risks, market posi-
tion, project composition, project
management and quality, legal

compliance, past project track
record, dispute and litigation
track recordand customer feed-
back.

Thisapartfinancial risk deter-
minants include profitability,
leverage, cash flows vs obliga-
tions, financial flexibility,
accounting quality and contin-
gentliability.

Whileassessingthe realestate
project, they tend toevaluate the
location,appropriateness of exe-
cuting agencies, level of control
and adherence to project sched-
ule, price competitiveness, regu-
latoryrisks, contractualarrange-
ment, cash flow vs obligations,
transfer of ownership and pen-
alty clauses amongst others.
Besides projectspecificrisks, the
track record ofthedeveloperand
its financial position have an
importantbearingon the grading
of the project.

Isiteasiertorateaproject than
adeveloper?SaysJain, “Rating/
gradinga developer would entail
awider coverage ofthe variables/
determinants as compared to a
projectand hence would be rela-
tively complex exercise.”

Developerassociation Credai
has also welcomed this move of
Rerarating developers and pro-
jects.

According to Jaxay Shah,
President, CREDAI National,
“RERA has transformed the real
estatesector by enhancingtrans-
parency and homebuyers’ faith
in the industry. Developer rat-
ingsby RERAisanother welcome
step in strengthening this trust
gained by the developers’ com-
munity. As with all regulations
underthe Act, it willbeasmooth
transitionforthe ethicaldevelop-
ersandanaspirationfordevelop-
ers collectively. Homebuyers
stay at the heart of the initiative
and willbeable toenter transac-
tions witha certainty of fair out-
comes.”

Bankersandfinanciersfeelit’s
a step in the right direction.
According to Rajesh Sharma,
Managing Director, Capri Global
Capital Limited, “RERA registra-
tion hasdisciplined the unorgan-
ized sector in a big way. Maha-
rashtrais the bestexample of its
implementation. And rating
based on RERA registrationis a
step in the right direction. Len-
dersarenow betterassured ofthe
completion time lines of the
project besides sales and collec-
tiondiscipline in projects.”




