ANNUAL  STATEMENT OF AUDIT UNDER MAHARERA
1. MahaRERA (General) Regulations, 2017 has prescribed form No. 5 as Annual Statement of Accounts of a particular project registered with MahaRERA.
2. If there are two promoters in the same project for example land owner promoter for the area received by him and the developer promoter, both will independently maintain separate RERA designated account. Therefore, there will be separate form No.1,2 and 3 and also there will be separate form No. 5. However, the same auditor or CA may do form No 3 and audit for both of them.

3. Annual statement of accounts  need to be certified by practicing  Chartered Accountant or the firm of Chartered Accountant appointed by the promoter.
4. The CA or the entity who issues the certificate in form No. 3 for the purpose of withdrawal from the RERA designated Bank Account and the CA or the entity who certifies form No.5 need to be separate independent firms. The different partners of the same firm also cannot issue two separate forms. 
5.  It will certify that amount collected for a particular project has been utilized only for such project and withdrawal has been in compliance with the proportion to the percentage of completion of the project.
6. In form No. 5 the Chartered Accountant need to certify the  true and correct figures incorporated in the certificate  after carrying out audit and by verifying all the necessary vouchers, bills, bank account, statement of amount raised on the customers, amount received, balance due and all other information as may be required to satisfy that the figures mentioned in the certificate are true and correct. 
7. Section 4 (2)(l)(D)  declaration has to be taken from the promoter  in form B duly notarized at the time of registration of the project with MahaRERA. The declaration states “that seventy per cent of the amounts realized for the real estate project from the allottees, from time to time, shall be deposited in a separate Bank account to be maintained in a scheduled bank to cover the cost of construction and the land cost and shall be used only for that purpose: 
Provided that the promoter shall withdraw the amounts from the separate account, to cover the cost of the project, in proportion to the percentage of completion of the project:

Provided further that the amounts from the separate account shall be withdrawn by the promoter after it is certified by an engineer, an architect and a chartered accountant in practice that the withdrawal is in proportion to the percentage of completion of the project:

Provided also that the promoter shall get his accounts audited within six months after the end of every financial year by a chartered accountant in practice, and shall produce a statement of accounts duly certified and signed by such chartered accountant and it shall be verified during the audit that the amounts collected for a particular project have been utilized for the project and the withdrawal has been in compliance with the proportion to the percentage of completion of the project.”
8. This audit is governed by statute known as Real Estate( Regulation and Development) Act, 2016 and therefore, it is called as Statutory Audit by MahaRERA. All the general principles and practice of audit will be applicable to RERA Audit. Further a special emphasis need to be given in respect of RERA, MahaRERA Rules, MahaRERA Regulations , orders, circulars and notification issued from time to time. Since it is one of the important responsibility cast on the auditor to  rules of statutory audit will apply and so does the accountability. Hence  auditor has to verify during the audit that the amounts collected for a particular project have been utilized for the project and the withdrawal has been in compliance with the proportion to the percentage of completion of the project.  The work carried out by other professionals like Architect (Form 1) , Engineer (Form 2) and the Chartered Accountant (Form 3)  who have given the certificates to the promoter about the amount that can be withdrawn from the RERA designated account is properly issued by following all the due process and verification need to be certified. 
9. All receipt entries  need to be confirmed. It is possible that promoter may maintain multiple bank accounts. All the amount received from the Allottees either in Cash or cheque or otherwise which are credited to the allottee account also need to be cross verified.  In this verification,  the auditor need to verify the copies of the  agreement for sale  and allotment letter issued to the allottees. The list of allottees need to be verified from the register of allottees maintained by the promoter along with the cross verification based on  the quarterly update done in the MahaRERA website. Auditor need to get the explanation for every receipt in the bank account whether it is RERA designated account or general account  to get satisfied that all the amount  received from the customer is unaccounted in their respective account.  

10. As per RERA, the promoter  need to  deposit project funds in RERA designated Account.  The details of the said RERA account is displayed on the MahaRERA website. If the allottees have paid the money in any other bank account or in cash, the same need to be qualified by the Auditor as an exception.  The auditor may further certify that though the same is deposited in other than RERA designated bank account, the funds have been utilised for the completion of the project or not. 
11. Advance on booking amount paid by the allottees need to be shown as received from the allottees. They  cannot be shown as loan by the promoter. In Gujarat RERA, a chartered Accountant had certified the amount paid by the allottees as loans in the books of account. When the allottee filed a complainant before Gujarat RERA, the promoter and the Chartered Accountant was called for explanation. The CA confirmed that there was an error due to misinformation given by the promoter. The Gujarat RERA initiated disciplinary actions against the CA.  Therefore, wherever there is doubt in the minds of  the auditor, third party confirmation required to be taken for for all loans. 
12. The auditor may request the promoter to provide the email and contact details of the person who have given the loan as well as allottees. Simple  email may  be sent to loan parties and the allottees  and seek the confirmation of the account. If the auditor does not receive the  reply within  7 days,  then the auditor may  apply his own judgment and proceed to issue the certificate.  It  is possible that the promoter may not like such an approach  adopted by the auditor.  The auditor being an independent person need to take necessary precaution and professional care before certifying any figures. 
13. In case, the auditor wants to carry out third party confirmation in the selected cases, it is advisable that the auditor need to verify from each of the allottees statement of account whether the amount as per the stages of the work and as per the demand raised have been received or not. If such amounts are received properly and they are accounted properly in the RERA designated accounts. The auditor may not take further  confirmation. However, the amount does not match with the demand raised, then the same need to be confirmed from the allottee.  Every loan account confirmation need to be obtained to get satisfied that the amount received towards the booking is not shown as the loans and advances. 

14. In case of loan if interest is  provided or TDS  amount is  deducted on interest and paid in the government treasury and return of TDS is also filed, such loan account may be considered as properly accounted as loan. In case, there are no TDS or interest is not provided,  then such receipt of loan becomes  doubtful and detailed checking including confirmation from party and explanation from promoter is required, so that amount received from the booking of the flats are not accounted as loans. 
15. Supreme court judgment in Amrapali Case was discussed relating to misappropriation of money received by home buyers and consequently the project will be completed by public sector builder NBCC. Here it was highlighted that we are dealing with people who need to be checked and verified.  MahaRERA has issued the circulars and also mentioned in the MahaRERA regulations that only seventy percentage of the amount received from the allottees is regulated and the auditor need to verify the same. However, it is advisable that even the accounting and utilization of 30% of the amount also need to be verified by the auditor. 
16. Demand raised v/s received in books of accounts needs to be checked, Also when money not received and no actions are initiated by the developer on such defaulter to recover such outstanding, the auditor need to verify the same and also obtain the confirmation from such alllottees.  It may be because the developer is close and not insisting on immediate payment in few cases.

17. Also verify form no. 1,2,3 and keep a copy of it. Form no. 3 should be quarterly and last quarter should be dated 31st March of every year.  Since form No. 5 is prepared for the financial year ending on 31st March of the year, the form No1, 2 and 3 also need to be obtained on 31st March of the year.  Many information in form No. 3 is incorporated in  form 5. Therefore, without form No. 3 verification of the amount mentioned in form No. 5 becomes difficult. As per the amended MahaRERA Rules and MahaRERA Regulations, the promoter is not required to submit form No. 3 to the bank while withdrawing the amount from RERA designated account. Initially onus was put on the banker to receive such certificates. However, in 2017 after representation by CREDAI and MCHI, it was shifted to auditor. This may result in a big scam. 
18. Every certificate issued by the Auditor and the CA also need to mention the Unique Document Identification Number( UDIN) along with membership number. This may avoid giving any certificate  back dated.  In case, any CAs issues the certificate without UDIN or the UDIN is not obtained within the prescribed period, the CA may be held responsible and accountable for disciplinary actions  by ICAI and also RERA.

19. The form No 5 is now not a public document. However, one may file an RTI and obtain the same. In case, the same is not provided under RTI, one may file an appeal and get the same. Even by filing a complaint, the allottees may insist to get the duly filed form No.5 and form No. 3. Therefore, the auditor need to take necessary precaution and carry out the due diligence before issuing the certificate. 
20. In the matter  of Sea Princess realty which travelled from MahaRERA to Hon’ble High Court, Maharashtra Appellate Tribunal order to initiate actions against the Architect for issuing a certificate of completion of the project when it was not fully completed has been upheld.  Housing project in Kandivali East. Home buyers had approached MahaRERA seeking interest on their investments after Sea Princess Realty failed to deliver possession by December 31, 2016. They had paid 91 to 95 per cent of the flat cost by December 2014, yet failed to get possession two years later. During the hearings before MahaRERA chairperson Gautam Chatterjee, the developer had argued that he could not deliver possession due to factors beyond his control and cited demonetization and GST implementation among the reasons for the delay. Chatterjee had partly accepted these contentions and given a six-month concession on interest payment to the developer, who was directed to pay interest at 10 per cent only for six more months. The developer also claimed that the Occupancy Certificate had been obtained in Nov, 2017  and hence Chatterjee also directed the home buyers to take possession of their apartments within 30 days from the date of appeal. Sea Princess Realty then filed an appeal in January 2018 against the order Maharashtra Real Estate Appellate Tribunal (MREAT), arguing that it was “harsh” on the part of MahaRERA to ask the firm to pay interest for six months and claimed that the building was complete in all respects and the BMC had issued Occupation Certificate in Nov, 2017. The home buyers had challenged the claim by the developer that the building was complete. They produced photographs from March 2018 to April 3, 2018 and a joint inspection report to show that the building was incomplete. They pointed out that the elevators were not functional, and the work on staricases, podium, and recreational amenities such as clubhouse and swimming pool was in progress. Justice Chandiwal, Chairman of Appellate Tribunal  said the MahaRERA chairperson had extended a concession by not allowing interest for six months, but the developer had the “gumption and audacity” to question the concession and is “bound to face consequences ”. He ruled that despite paying over 90 per cent of money before December 2014, home buyers had to undergo “stress, bank liability and melancholy” for no fault of theirs. He cancelled the six-month interest concession given by MahaRERA, and directed Sea Princess Realty to pay 10 per cent interest on total consideration from January 1, 2017 till actual possession. He also directed MahaRERA to independently initiate action under RERA provisions against the project architect, for issuing factually incorrect certificate and disciplinary action was taken against them.

Aggrieved by this April 4, 2018 order from tribunal, Sea Princess Realty filed a second appeal 
with the Bombay High Court. During the hearing it was concluded that the second appeal is possible only on substantial question of law, and submitted that MahaRERA and tribunal had already dealt with the factual findings which cannot be assailed in the second appeal. The advocates appearing for Sea Princess Realty argued that the Tribunal had erred by connecting Occupancy 
Certificate to five per cent incomplete work and pointed out that the project was also delayed because BMC's legal department had failed to act upon the approvals from March 1, 2016 to October 10, 2017. However, the Court remained  unconvinced that the points in the appeal memo raised any substantial questions of law and 
refused to 
interfere with the Appellate Tribunal’s order. “Thus, as these Second Appeals do not involve any 
substantial question of law, no case is made out for admission." Accordingly the appeals stand dismissed,” said Justice Phansalkar Joshi in her order .
21. In form 5 every figure need to be worked properly and as per the books of account only. Necessary statement to arrive at those figures incorporated need to be obtained from the promoter duly signed. Necessary management representation also need to be taken for the books of account, records maintained for each project. If the project is developed in phases, the appropriation of various expenses on different project and the rational behind the same need to be obtained. In this form,  the start date is date of registration with RERA and end date is 31st March for first year. Expenses can be before the date of registration also. Last year is form 1st April to date of completion of project when OC received.
22. This form is to be issued in accordance with the provision of this Act and rules. Where sale agreement registration not done when more than 10% received the same should be reported. When possession not given in time then there may be interest liability. This has to be quantified.
23. Details of allottee such as name, flat no amount due, amount received. RERA requires allotment letter to be issued as per sec. 4 of the Act.

24. Auditor has to take management representation(MR) for books of accounts, registers, documents and data in computer maintained by them to arrive at the 4 figures in form 5. Act requires what has to be maintained if not done properly the same has to be reported. They have get MR on number of bank accounts, accounts data availability and all other relevant details both quantitative and qualitative.
25. The percentage of completion can be taken from Form 3 dt. 31st March.

26. The Main four figures to be given inform 5 are:

- 
70% amount collected as for FY

-
70% amount till date

-
100% expenses for FY

-
100% expenses till date

27. To correlate the 100% and 70% a detailed note can be given for both 100% and 70% in receipts as well as in expenses.
28. Funds flow statement has to be got from management representative. This format may be prepared considering the size of the project.
29. Working papers that need to be maintained by the auditor were also discussed in detail with the promoter. 
SPECIMEN OF THE FUND FLOW STATEMENT OF THE PROEJCT TO BE ATTACHED TO ANNUAL REPORT ON STATEMENT OF ACCOUNTS FOR THE YEAR ENDED 31ST MARCH____________ TO BE GIVEN BY RERA STATUTORY AUDITOR OF THE PROMOTER  
	Sr. No.
	Particulars
	Amounts
(Rs.)

	A.
	Amount collected for the Project (100%) :
	

	a.
	Sales Realisations/Advances from the Allottees
	

	b.
	Interest and other receipts from the Allottees 
	

	B.
	70% of the amount realized from the project deposited in the Designated Bank 
	

	C.
	Amount withdrawn from the Designated Bank Account during the year
	

	D
	Balance in the RERA designated account as on the close of the financial year. 
	

	E
	Funds utililized for the Project during the financial year:
	

	i.
	Land Cost :
	

	a.
	Acquisition Cost of Land or Development Rights, lease Premium, lease rent, interest cost incurred or payable on Land Cost  and  legal cost  
	

	b.
	Amount of Premium payable to  obtain development rights, FSI, additional FSI, fungible area, and any other incentive under DCR from Local Authority or State Government or any Statutory Authority  
	

	c.
	Acquisition cost  of TDR (if any)
	 

	d.


	Amounts payable to State Government or competent authority or any other statutory authority of the State or Central Government, towards stamp duty, transfer charges, registration fees etc; and 
	 

	f.
	Land Premium payable as per annual statement of rates (ASR) for redevelopment of land owned by public authorities
	

	g.


	Under Rehabilitation scheme  
(i)  actual cost of construction of rehab building 

(ii)
Cost towards clearance of land of all or any encumbrances including cost of removal of legal/illegal occupants, cost  for providing temporary transit accommodation or rent in lieu of Transit Accommodation, overhead cost.

(iii)
Cost of ASR linked premium, fees, charges and security deposits or maintenance deposit, or any amount whatsoever payable to any authorities towards and in project of rehabilitation.  


	 

	
	Sub-Total of Land Cost  (D) (i)
	

	
	
	

	ii.
	Development Cost/ Cost of Construction :
	

	a.
	(i)
Cost of Construction incurred as per the books of account 

(ii)
On-site and off-site expenditure for development of entire project excluding cost of construction as per (ii) above, i.e. salaries, consultants fees, site overheads, development works, cost of services (including water, electricity, sewerage, drainage, layout roads etc.), cost of machineries and equipment including its hire and maintenance costs, consumables etc.  
	

	b.
	Payment of Taxes, cess, fees, charges, premiums, interest etc to any statutory Authority including GST
	

	c.
	Principal sum and interest payable to financial institutions, scheduled banks, non-banking financial institution (NBFC) or money lenders on construction funding or money borrowed for construction  


	

	
	Sub-Total of Development Cost (D)(ii)
	

	F.
	Total of Land Cost and Development Cost / Cost of Construction for RERA (E)(i) + (E)(ii)
	

	G.
	Excess withdrawn from the RERA designated Account, if any ( B-F)
	

	H.
	Other Payments :
	

	a.
	Mobilisation advance given to the Contractors
	

	b.
	Refundable Deposit given to the land owner
	

	c.
	Amounts refunded to the Allottees on cancellation of bookings
	

	d.
	Interest and Compensation paid to Allottees
	

	e.
	Repayment of deposits to the Contractors
	

	
	Total of Other Payments
	

	
	
	

	I.
	Other Costs
	

	a.
	Marketing, brokerage, sales and advertisement cost
	

	b.
	Indirect expenses of the Project 
	

	c.
	Salary of Managing Directors and other directors
	

	d.
	Income Tax
	

	e.
	Other corporate overheads 
	

	
	Total of Other Costs 
	

	
	
	

	J.
	Total Project Cost (F + H + I)
	


PART B( Statutory Compliance ) by the Promoter

	SR.No.
	Particulars / Compliance Required
	Section/Rules
	Auditors Remark/ Explanation

	1
	Whether any Advertisement/ Sale/ Booking done of Apartment, Building or plot by the promoter after the commencement of the Act without prior registration of the project
	Section 3
	 Yes/ No.

If  yes. Period during which such activities were carried out.  

From ____ to _______



	2
	Whether Ongoing project and for which completion certificate is not received which required to be registered with RERA has not been registered.
	Proviso

Section 3
	Yes / NO. 

	3
	Whether all the details as required under section 4 and Rules 3 have been uploaded on the website
	Section 4,

Rules 3 and

Section 11(1)
	

	4
	Quarterly Updating of the Website with the details and the date of uploading the information.

Delay in uploading the information and

The information which are so far not uploaded as required to be done
	Section 11(1)
	

	4
	Whether separate account for the following have been opened by the promoter and report for any violation:

(1) RERA Collection Account(100%)

(2) RERA Designated Account(70%)

(3) Operation Account(30%)
	U/s 4(2)(l)(D)
	

	5
	Whether all the advertisement material and Broucher contains the RERA Registration Number and also RERA website address
	Section 11(2)
	

	6
	· Whether the Promoter  has  made available the documents to the allotees at the time of booking and issue of allotment letter and whether such compliance has been recorded by the promoter.  


	[sec.11(3)]
	

	7
	Whether the promoter has  obtained the completion certificate or the occupancy certificate, or both, as applicable, from the authority concerned as per applicable law and furnish the same to the allottees or to the association of allottees, as the case may be
	U/s 11 (4) (b)
	

	8
	If the real estate project is developed on a leasehold land , whether the promoter has obtained the  lease certificate and  provided such lease certificate to the allottees individually or to association of the allottees, as the case may be.


	U/s 11(4)(c)
	

	9
	Whether the Promoter has made provision for maintenance of the essential services, on reasonable charges, till the time the maintenance of the project is taken over by the association of the allottees.


	U/s 11(4)(d)
	

	10
	Whether the promoter has enabled the  formation of an association or society or co-operative society, as the case may be, of the allottees, or a federation of the association of allottees in accordance with the applicable laws on sale of more than majority of the apartment, plot or the building as the case may be. 
	U/s 11(4)(e)
	

	11
	Whether the promoter has executed a registered conveyance deed of the apartment, plot or building, as the case may be, in favour of the allottee along with the undivided proportionate title in the common areas to the association of allottees or competent authority, as the case may be, as provided under Section 17 of RERA
	U/s 11(4)(f) and

U/s 17
	

	12
	Whether the Promoter has paid all outgoings (including land cost, ground rent, municipal or other local taxes, charges for water or electricity, maintenance charges) until he transfers the physical possession of the real estate project to the allottee or the associations of allottees, as the case may be, out of the amount which he has collected from the allottees, for the payment of outgoings. Whether the promoter has repaid the mortgage loan and interest thereon or other encumbrances in respect of the project
	U/s 11(4)(g)
	

	13
	Whether the promoter after he executes an agreement for sale for any apartment, plot or building, as the case may be, has mortgaged or created a charge on such apartment, plot or building, and if any such mortgage or charge is made or created the whether the promoter has cleared the same before conveying the same. 
	U/s 11(4)(h)
	

	14
	Whether, the promoter has  cancelled  the allotment of apartment or building or plot, as the case may be, only in terms of the agreement for sale executed by and between the promoter and the allottee
	U/s 11(5)
	

	15
	Whether the promoter has prepared and maintained all such other details as may be specified, from time to time, by regulations made by the Authority.


	U/s 11(6)
	

	16
	Whether, the  promoter has made any advertisement, prospectus or any other advertisement inviting the public to purchase any apartment or plot  containing any incorrect, false or misleading information. 
	U/s 12
	

	17
	Whether the promoter has accepted a sum exceeding ten per cent of the cost of the apartment, plot, or building as the case may be, as an advance payment or deposit or an application fee, from a person without first entering into a written agreement for sale with such person and register such agreement for sale in accordance with the applicable law
	U/s 13(1)
	

	18
	Whether the agreement for sale executed and uploaded on the website are same or is there any difference.
	U/s 13(2)
	

	19
	Whether the agreement for sale executed with the allotees are as per the prescribed format
	U/s 13(2)
	

	20
	Whether the promoter  has developed and completed the proposed project in accordance with the sanctioned plans, layout plans and specifications as approved by the competent authorities and which are disclosed to the allottees. Please obtain necessary certificate to this effect from the project Architect and the project engineer. 
	U/s 14(1)
	

	21
	Whether the  promoter has made any  alterations or additions in the sanctioned plans, layout plans and specifications of the buildings or the common areas within the project without the previous written consent of at least two-thirds of the allottees, other than the promoter, who have agreed to take apartments in such building.
	U/s 14(2)
	

	22
	Whether the promoter  has attended to 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 the project within 30 days of its bringing to the notice of the promoter.  
	U/s 14(3)
	

	23
	Whether the promoter has after registration of the project and having commenced sale/booking  of apartment or plot, transferred or assigned his majority rights and liabilities in respect of a real estate project to a third party without obtaining prior written consent from two-third allottees, except the promoter, and without the prior written approval of the Authority. 


	U/s 15
	

	24
	Whether the promoter has got  the real estate project insured, including to obtain insurance in respect of (i) title of the land and building and (ii) construction of the real estate project.

Whether the promoter has paid all the premium and charges in respect of all such insurances and he shall pay the same till the project with the insurance is transferred by him to the association of the allottees.

Whether the insurance as specified hereinabove has been transferred to the benefit of the allottee or the association of allottees, as the case may be, at the time of promoter entering into an agreement for sale with the allottee.

Whether all the documents relating to the insurance have been  handed over by the promoter to the association of the allottees upon formation of the association of the allottees.


	U/s 16
	

	25
	Whether the project has been completed and handed over the physical possession along with Occupation certificate or the completion certificate to the allotee as per the agreement for sale? If No, whether the interest at the prescribed rate has been paid monthly to all the allotees for the delayed possession . 
	U/s 18(1)
	

	26
	Whether any orders have been passed by the Authority or the appellate Tribunal or the High Court, Civil court , consumer court? Whether compliance of such orders have been done. 
	
	

	27
	Whether any penalty has been lavied for any contravension and whether such penalty has been paid. 
	
	

	28
	Any other contravension of the Act, rules, Regulations, etc. 
	
	


Working papers/ Guidance or Authors note regarding the Form No. 5 to be issued by a Practicing Chartered Accountant:

(1) The standard operating procedure or the system followed by the promoter for receipt of the money from the customer and the system followed for the purpose of withdrawal from the designated account to be verified.

(2) The list of customers with their date of booking the flats and amount received from them and deposited in the account to be verified.

(3) If possible, confirmation from the customer also should be obtained.

(4) The list of customers should be verified from the list of Apartments booked and uploaded on the website to be verified.

(5) The quarterly updating and the information submitted on quarterly basis to be obtained.

(6) The amount spend towards land cost should be separately obtained and should be verified whether any items which are not provided in the Rules and the explanation have been included  or whether it has been inflated need to be verified.

(7) The cost incurred toward the construction to be verified with the certificates issued by the Architect, Engineer and the Chartered Accountant

(8) A consolidated statement of account for 100% of the amount received from the customer and the amount spent towards the project need to be prepared and need to be verified , if all the cost applicable to the project has been debited to the account.

(9) In case the promoter has many projects, the expenses should be properly apportioned to the respective projects on certain parameters . We have to obtain the basis for apportion to different projects  and then need to be verified whether the same is appropriate and whether it has been done in the books of account.

(10) Books of account, vouchers and scrutiny of the accounts should be properly done as the same will be uploaded on the website.

(11) Proper working papers, management representation on the various  expenses incurred and the system followed should be obtained and need to be maintained till the project is completed and Occupation certificate is obtained. The auditors will be exposed and may be required to appear before the authority for any clarification . Therefore, keeping the working papers and records is most important. 
1

