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Abstract:

In the paper titled "Navigating Legal Avenues: A Comprehensive Analysis of RERA, NCLT, and Consumer
Redressal Commission for Homebuyers," the Author explores the legal terrain confronting homebuyers.
Beginning with the historical evolution of remedies available to homebuyers which were fraught with bureaucracy
and delays prior to 2016 to the advent of the Real Estate Regulatory Authority (RERA) in 2016 and the extension
of access to the National Company Law Tribunal (NCLT) in 2018 ushered in a new era of transparency and
efficiency in resolving real estate disputes.

An attempt is made to analyze the legal frameworks of RERA, NCLT, and the Consumer Redressal Commission,
assessing their respective strengths and limitations. RERA shines for its emphasis on efficiency and transparency,
with case laws such as Imperia Structures Ltd. v. Anil Patni exemplifying its swift resolution of complaints.
Meanwhile, NCLT offers a platform for collective action against financially distressed developers, despite
challenges in insolvency proceedings. The Consumer Redressal Commission, operating under both old and new
Consumer Protection Acts, provides a traditional yet accessible avenue for seeking redressal.

The paper underscores the significance of informed decision-making for homebuyers, emphasizing the evaluation
of project stage, builder's financial stability, and desired resolution. Recent legal developments, including
amendments to the Insolvency and Bankruptcy Code, have strengthened homebuyers' legal protections, offering
multiple avenues for redressal.

The Research paper provides a roadmap for homebuyers navigating the complex legal landscape. By staying
informed and considering the key features as detailed in the Paper, homebuyers can navigate the intricacies of the
real estate market with confidence, ensuring timely and satisfactory resolution of grievances.
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1.Introduction:

The aspiration to own a home is universal, yet it can turn into a nightmare when homebuyers fall prey to fraudulent
practices by builders. This paper aims to delve into the legal remedies available to homebuyers and critically
assess the efficacy of three pivotal forums: The Real Estate Regulatory Authority (RERA), the National Company
Law Tribunal (NCLT), and the Consumer Redressal Commission.

2.Evolution of Legal Remedies:

Prior to 2016, homebuyers faced limited recourse, primarily through Consumer Redressal Commissions or
District Courts, avenues often marked by bureaucracy and delay. Recognizing the need for transparent and
efficient mechanisms, the Indian government instituted RERA in 2016 and extended access to NCLT for
insolvency proceedings against defaulting builders in 2018.

Presently, Real Estate disputes find resolution avenues through various legal entities such as RERA, the Consumer
Redressal Commission, and NCLT. Consequently, individuals facing disputes can seek recourse under the
Consumer Protection Act, 2019, identifying as a ‘consumer’; the Real Estate (Regulation and Development) Act,
2016 (RERA), representing an 'allottee’; and the Insolvency and Bankruptcy Code, 2016, acting as a 'Financial
Creditor'. The majority of cases are channeled through RERA due to its establishment of a transparent system for
addressing issues like delayed possession, construction quality, property valuation, and similar concerns.

The Apex Court in Pioneer Urban Land and Infrastructure Limited & Anr v. Union of India & Ors held that
remedies available to purchasers of flats are concurrent, enabling them to seek recourse under the Consumer
Protection Act (CPA), the Real Estate (Regulation and Development) Act (RERA), as well as the Insolvency and
Bankruptcy Code, 2016 (1BC).

3. Forums for Dispute Resolution

3.1 Real Estate Regulatory Authority (RERA):

RERA is known for its promise of swift resolution and tailored reliefs specific to the real estate sector. In the
case of Imperia Structures Ltd. v. Anil Patni, the Maharashtra Real Estate Regulatory Authority (MahaRERA)
demonstrated its efficiency in resolving complaints and enforcing its orders promptly. This underscores RERA's
effectiveness in providing timely justice to homebuyers.

The Real Estate (Regulation and Development) Act, 2016 (RERA Act) was enacted by the Parliament of India to
safeguard the rights of homebuyers, enhance transparency in the operations of construction companies, and
establish a prompt dispute resolution mechanism. Under RERA, there is no pecuniary jurisdiction, allowing even
single homebuyers who paid 1 Lakh or less to file complaints. Promoters are mandated to deposit 70% of
receivables into a separate bank account, preventing fund diversion. The appellate structure includes the Real
Estate Regulatory Authority, Real Estate Appellate Tribunal, High Court, and Supreme Court, ensuring time-
bound proceedings for grievance redressal.

RERA empowers aggrieved allottees to claim refund amounts with interest if developers default on possession
delivery or face registration revocation. Remedies under the Consumer Protection Act and RERA Act are
concurrent, allowing complaints in both institutions for different reliefs. However, RERA provides two exclusive
remedies: directing project completion and blacklisting developers. Despite the 'bar of jurisdiction' in the RERA
Act, courts permit simultaneous remedies under the Consumer Protection Act. This interpretation, supported by
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the Punjab and Haryana High Court and upheld by the Supreme Court, affirms that RERA remedies complement
rather than replace existing laws.

3.2 National Company Law Tribunal (NCLT)

NCLT becomes preferable when homebuyers need to take collective action against financially distressed
developers, utilizing the provisions of InsolvencyLlaws. Before 2020, NCLT was a favored recourse for aggrieved
homebuyers seeking redressal from builders and real estate firms. However, recent amendments to the IBC have
significantly diminished this option for homebuyers/allottees.

Initially, an amendment on 13.03.2020 added a proviso to Section 7, mandating that homebuyers/allottees could
only initiate the Corporate Insolvency Resolution Process (CIRP) against defaulting builders through joint
applications. These joint applications must be filed by one hundred allottees from the same real estate project or
not less than ten percent of the total allottees under the same project, whichever is lower. This alteration restricts
individual homebuyers or small groups from seeking relief against real estate companies.

Furthermore, a notification dated 24.03.2020 from the Ministry of Corporate Affairs, Government of India, raised
the minimum threshold limit or the minimum default amount under Section 4 of the IBC from Rs. 1 lakh to Rs. 1
crore. This minimum default amount is necessary for initiating the Corporate Insolvency Resolution Process under
the IBC. Consequently, homebuyers with claims less than Rs. 1 lakh are now barred from filing insolvency
applications before the NCLT.

3.3 Consumer Redressal Commission:

The Consumer Protection Act of 1986 established Redressal Forums at the District, State, and National levels,
offering recourse for consumers regarding various grievances, including those related to homebuyers. Under this
Act, homebuyers are recognized as ‘consumers’, enabling them to file complaints concerning delays in possession
or deficiencies in service by builders.

Recently replaced by the Consumer Protection Act of 2019, the new Act extends its scope to include homebuyers
by interpreting 'services' to encompass ‘construction’. Complaints can be filed informally, and only those falling
under the Act's consumer definition are eligible.

The appellate structure under the CPA includes District, State, and National Consumer Disputes Redressal
Commissions, with provisions for writ petitions in exceptional cases. A homebuyer who is aggrieved by the
malpractice of builders can file a complaint under the CPA,2019 within the limits of their jurisdiction

Homebuyers can seek redress through these commissions based on claim value thresholds, but the adjudication
process can be time-consuming, averaging 5 to 6 years. Complaints must be filed within a two-year limitation
period, with provisions for explaining delays.

Commissions have authority to order refunds with interest and compensation for losses due to builder deficiencies,
and they possess the power to enforce their own orders, ensuring expedited resolution compared to traditional
litigation.

By leveraging these forums, homebuyers can choose the most appropriate avenue for dispute resolution based on
their specific needs and circumstances, ensuring timely and satisfactory redressal of their grievances.
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Different forums offer distinct advantages depending on the circumstances. The Real Estate Regulatory Authority
(RERA) provides promises of swift resolution and specific reliefs tailored to the real estate sector. Meanwhile,
the National Company Law Tribunal (NCLT) may be preferable when pursuing collective action against
financially distressed developers, leveraging the provisions of insolvency laws. Additionally, the Consumer
Redressal Commission remains a viable option, particularly for smaller claims and adherents to traditional dispute
resolution mechanisms.

4. Comparative Analysis of Forums:

RERA (Real Estate Regulatory Authority) stands out for its focus on transparency and timeliness in resolving real
estate disputes. This emphasis on efficiency is evident in various case laws. For instance, in the case of Imperia
Structures Ltd. v. Anil Patni, the Maharashtra Real Estate Regulatory Authority (MahaRERA) was commended
for its swift resolution of complaints and enforcement of its orders, highlighting its effectiveness in ensuring
timely justice for homebuyers.

The Supreme Court in Pioneer Urban Land and Infrastructure v Union of India upheld the constitutional validity
of the Insolvency Code (Second Amendment) Act of 2018. The Apex Court Court classified “allottees” as
“financial creditors”. As a consequence, it grants homebuyers the power to initiate insolvency proceedings against
defaulting builders under the IBC. However, challenges such as delays in resolution and complexities in
insolvency proceedings have been highlighted, indicating limitations in the efficacy of NCLT for resolving real
estate disputes.

The Consumer Redressal Commission, operating under both the old and new Consumer Protection Acts, provides
a traditional yet accessible avenue for seeking redressal. Case laws have illustrated its significance in addressing
consumer grievances related to real estate transactions. The National Consumer Disputes Redressal Commission
(NCDRC) in a catena of judgments has held the builders liable for deficient services, emphasizing the role of
consumer forums in protecting the rights of homebuyers.

In conclusion, a comparative analysis of these forums reveals their respective strengths and limitations in
resolving real estate disputes. While RERA prioritizes efficiency and transparency, NCLT empowers homebuyers
with the option of initiating insolvency proceedings, albeit with some challenges. Consumer Redressal
Commission, on the other hand, provides a traditional yet accessible avenue for seeking redressal, ensuring
consumer protection in real estate transactions.

5. Key Considerations for Homebuyers:

The critical factors that significantly influence a homebuyer's decision in selecting the right forum to address
grievances and achieve desired outcomes include assessing the project stage, evaluating the builder's financial
stability, and clarifying the desired resolution. By carefully analyzing these key considerations, homebuyers can
make well-informed decisions and better navigate the intricacies of approaching the correct forum for redressal
of their grievance.
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5.1. Project Stage:

Different stages of a real estate project may require different legal approaches for dispute resolution. Early
stages might involve issues related to delays in construction or improper planning, while later stages could involve
handover and possession-related disputes. Understanding the project's stage helps in choosing the appropriate
forum for dispute resolution, such as RERA, NCLT, or Consumer Redressal Commission.

5.2Builder’s Financial Standing

Assessing the financial stability of the builder is crucial for determining the feasibility of legal recourse.A
financially stable builder might be more likely to comply with legal orders or settlements, whereas a financially
distressed developer may pose challenges in obtaining compensation or refunds. Homebuyers should research the
builder's financial history, ongoing projects, and any legal disputes they might be involved in before proceeding
with legal action.

5.3 Desired Outcome

Clarifying the desired outcome is essential for devising an effective legal strategy. Homebuyers must determine
whether they seek swift resolution, specific reliefs (such as compensation or rectification of defects), or collective
action against financially distressed developers. Different forums offer various remedies, and understanding the
desired outcome helps in selecting the most appropriate forum for dispute resolution.

6. Recent Legal Developments:

6.1. Supreme Court's ruling in Pioneer Urban Land and Infrastructure Limited v. Union of India

The Supreme Court's ruling in Pioneer Urban Land and Infrastructure Limited v. Union of India stands as a
landmark case that significantly impacted the legal landscape concerning homebuyers' rights and remedies. In
this case, the Supreme Court provided clarity on the availability of concurrent remedies under various statutes for
homebuyers, thereby ensuring they have multiple avenues for seeking redressal.

One of the key aspects addressed in this ruling was the concept of concurrent remedies, which allows homebuyers
to pursue legal recourse through different statutes simultaneously. This means that if a homebuyer faces issues or
grievances related to their property purchase, they have the option to seek remedies not just under one specific
law but under multiple applicable laws concurrently. This broadens the scope of legal options available to
homebuyers and enhances their ability to obtain effective relief.

By providing clarity on the legal recourse available to homebuyers and affirming the principle of concurrent
remedies, the Supreme Court's decision in Pioneer Urban Land and Infrastructure Limited v. Union of India has
played a crucial role in strengthening the legal protections afforded to homebuyers. It ensures that they have
access to multiple avenues for seeking redressal, thereby promoting justice and fairness in real estate transactions.

6.2. Amendments to the Insolvency and Bankruptcy Code (IBC):

The specific amendments to the Insolvency and Bankruptcy Code (IBC) that have elevated the status of
homebuyers include:
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6.2.1. Recognition as Financial Creditors:

The amendments introduced in 2018 in IBC whereby Section 5(8)(f) and section 21(6A) were incorporated,
explicitly recognizes homebuyers as financial creditors under the IBC. This recognition grants homebuyers the
legal status equivalent to that of other financial creditors, such as banks and financial institutions. Homebuyers
now have the right to participate in the insolvency resolution process, including the Committee of Creditors (CoC)
meetings, and have a say in the decision-making process regarding the resolution of the insolvent entity.

6.2.2. Greater Leverage and Representation:

By being recognized as financial creditors, homebuyers gain greater leverage and representation in insolvency
proceedings.They can actively engage in negotiations and decision-making processes related to the resolution of
the insolvent entity. This gives homebuyers a stronger voice in protecting their interests and ensuring that their
claims are appropriately considered during the insolvency resolution process.

6.2.3. Enhanced Rights and Safeguards:

The recognition of homebuyers as financial creditors under the IBC provides them with enhanced rights and
safeguards.They are entitled to receive regular updates and information about the insolvency proceedings,
ensuring transparency and accountability in the resolution process.Homebuyers also have the right to challenge
any decisions or actions that may adversely affect their interests during the insolvency proceedings.

These amendments represent a significant step towards empowering homebuyers and ensuring that their interests
are adequately protected in insolvency proceedings. They provide homebuyers with a stronger legal standing and
the ability to actively participate in the resolution process, thereby safeguarding their investments in real estate
projects.

Recent legal judgments and amendments have significantly strengthened the legal protections afforded to
homebuyers. Notably, the Supreme Court's ruling in Pioneer Urban Land and Infrastructure Limited v. Union of
India affirmed the availability of concurrent remedies under various statutes, providing homebuyers with multiple
avenues for redressal. Moreover, amendments to the Insolvency and Bankruptcy Code (IBC) have elevated the
status of homebuyers to that of financial creditors, empowering them with greater leverage in insolvency
proceedings.

7. Remedial Options in Real Estate Disputes: Choosing Between RERA, Consumer Forums, and NCLT

In order, to make an informed decision between these forums, consideration of the following factors play a crucial
role:

7.1 If one seeks performance of contractual obligations or compensation, both RERA and Consumer Disputes
Redressal Commissions are viable options, especially if the Developer has the financial means to pay. Filing a
complaint with RERA can lead to blacklisting the Developer and seeking additional reliefs that RERA offers but
consumer forums do not.

7.2 It's crucial to note that the practical timeline for resolving complaints with RERA is relatively shorter (6
months to 1 year) compared to Consumer Disputes Redressal Commissions (4 to 5 years).
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7.3 RERA is particularly effective when a project is nearing completion, and a purchaser wishes to obtain
possession of the allotted unit. Despite RERA's limitations, such as its inability to enforce orders effectively,
individuals can seek recourse through High Courts under Article 226 to expedite the recovery process.

7.4 If the Developer's financial situation is deteriorating, and a group of homebuyers faces difficulty obtaining
possession or refunds, filing a Joint Insolvency Application before NCLT is a suitable remedy.

7.6The insolvency process under IBC facilitates maximum recovery of invested funds along with interest.
However, project completion may face significant delays due to practical challenges. Furthermore, enforcing a
payment order may Yyield no results if the Developer lacks financial capacity.

7.7 Opting for the Insolvency Process before NCLT can be more advantageous in terms of execution, as it involves
liquidating the assets of the Developer if there's a high probability they won't be able to repay the invested funds.

8.Conclusion:

The evolving legal landscape surrounding homebuyers' rights underscores the importance of informed decision-
making. With a spectrum of legal options available, tailored to different circumstances, homebuyers must
carefully evaluate their choices. While each forum presents its own set of advantages and challenges, making
informed decisions based on the specifics of each case is essential for achieving prompt and satisfactory redressal.
By staying abreast of legal developments and seeking expert guidance when necessary, homebuyers can navigate
the complexities of the real estate market with greater confidence.
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