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IT'S ILLEGAL!Y

® Flats handed over without full amenities

® The joy of receiving keys is short-lived

® Flat owners distressed by the lack of facilities

® Do not take possession of a flat without an

Occupancy Certificate

e Living in a flat without it is illegal

® Flats handed over using deceptive tactics before

work is completed

® Flat buyers suffering heavy losses due

to pre-launch scams

® Realtors unable to honour pre-launch prices

due to rising costs

® Projects abandoned before completion

® RERA Act stands by the customers

® Recourse available through Consumer Forums

Neti Dhathri, Hyderabad :

Some real estate firms in Hyderabad
are handing over flats without
providing full amenities (such as lifts,
security, power backup, and drainage
systems), leaving buyers to face
immense hardship as they struggle to
live in flats lacking basic amenities.
Recently, there has been a surge in
allegations regarding such violations.
One naturally wonders why this is
happening; the primary reason lies
with the developers.

Pre-launch Scams

Pre-launch scams and fund shortages
are major issues in the real estate
sector that cause severe financial loss
to buyers. Let us understand in detail
how these scams occur. Generally,
approvals from municipal bodies
(such as GHMC or HMDA) and RERA
(Real Estate Regulatory Authority) are
mandatory for constructing a building.
However, some developers put flats up
for sale based solely on plans on
paper, even before obtaining the
necessary permits. This practice is
known as a “pre-launch” or “soft
launch.” They entice buyers by
promising prices that are 30% to 40%
lower than the prevailing market rate;
for instance, if the market price is’
6,000 per square foot, they might offer
it for ' 3,500. Citing the lower price,
they pressure buyers to pay the entire
amount upfront as an advance. Hoping
to secure a home at a bargain, middle-
class individuals often invest their life
savings. Frequently, after collecting the
funds, the projects fail to secure
government approvals due to issues
like zoning violations or layout defects,
causing construction to stall for years.
This problem arises because the money
collected from buyers is not utilized
for the specific project for which it was
raised. A builder might divert hundreds
of crores collected for one project
(Project A) to acquire a cheaper land
bank elsewhere (Project B). Delays lead
to a steep rise in the costs of
materials—such as cement, steel, and
sand—as well as labour expenses.
Consequently, it becomes impossible
for the builder to complete the project
using only the funds from customers
who had booked at the initial low
price. The project stalls midway when
new customers fail to arrive and

existing ones stop paying instalments;
consequently, the builder abandons the
project.

RERA to Curb Fraud

The government introduced the RERA Act
specifically to curb such fraudulent
practices. It is illegal to issue pre-launch
advertisements or sell flats without a RERA
registration number. Builders are required
to deposit 70% of the funds collected from
customers into a dedicated escrow bank
account. These funds must be used
exclusively for the construction of that
specific project and cannot be diverted
elsewhere. At the same time, homebuyers
should exercise caution. Verify on the
official government website whether the
project has TS-RERA or TG-RERA approval.
Check if reputed public or private banks
are extending loans for the project; banks
typically approve a project only after
verifying that all documentation is in
order. In pre-launch schemes, builders
may offer to register the land (Undivided
Share of Land or UDS) if 100% payment is
made upfront; however, even if the land is
registered, constructing a house there later
may prove impossible due to the lack of
necessary approvals.

Rising Construction Costs

Rising construction costs in the real estate
sector are becoming a major source of
conflict between builders and
homebuyers. Many projects are stalling
midway because the actual cost incurred
by the time of completion differs vastly
from the initial estimates made at the
project’s inception. Over the past few
years, the prices of materials such as
cement, steel, sand, bricks, paints, and
electrical wiring have risen by 30% to 50%.
Rising diesel and petrol prices have led to
a massive increase in transportation
costs for moving heavy materials like
cement and steel from factories to
construction sites. Finding skilled foremen
and laborers has become difficult. Labour
charges have also surged due to increased
competition within the construction
sector. If a project is delayed by a year—
whether due to a delay in government
approvals or builder negligence—
construction costs become even more
burdensome because of the inflation that
occurs during that period.

Mistakes and Violations by Builders
When budget estimates go awry, some
builders resort to certain measures to
avoid losses. They might complete the

interiors of the flats somehow but hand over the homes
to buyers while leaving high-cost amenities—such as
lifts, high-quality generators, security systems,
clubhouses, and drainage infrastructure—incomplete.
To cut costs, they often use inferior-grade cement and
steel, or substandard plumbing and electrical
materials. Consequently, issues like wall cracks and
leakages appear shortly after the buyer takes
possession. Builders also pressure customers by
claiming that construction costs have risen and
insisting on additional payments per square foot
before proceeding with the property registration.
Protection for Customers under the RERA Act

The RERA Act protects customers by preventing builders
from arbitrarily raising prices. Buyers should check
for an ‘escalation clause’ when drafting the sale
agreement. The agreement should clearly specify the
percentage of additional cost the customer must bear
if raw material prices rise. Without such a clause, the
builder cannot demand extra money at their own
discretion. The builder is strictly obligated to complete
all the amenities (such as lifts, parking, and
clubhouses) promised in the project brochure or the
agreement. A builder does not have the right to say,
“We cannot install the lift because costs have
increased.” Doing so constitutes a violation of RERA
regulations.

Forced Possession

“Forced possession” is one of the most stressful issues
faced by homebuyers in the real estate sector. It refers
to instances where builders—using various deceptive
tactics or pressure—hand over flat keys to customers
even when the project deadline has passed or
construction work remains incomplete. Let us examine
the underlying strategy here and how builders use this
as a tool. According to RERA regulations, if a home is
not handed over by the time specified in the agreement,
the builder must pay interest (or a penalty) to the buyer
for every month of delay. To evade this penalty, builders
attempt to create a scenario where it appears, “We are
ready to hand over the home, but you are the one
refusing to take it.” Typically, a customer pays the final
5% to 10% of the cost during registration, once the
home is fully ready. However, builders issue possession
letters to extract this final instalment even before the
work is actually finished. The builder’s plan is that
once possession is handed over, expenses such as
security, electricity bills, and cleaning costs can be
shifted onto the customers’ association (RWA). Many
middle-class individuals struggle financially, burdened
by the simultaneous payment of house rent and bank
EMIs. Capitalizing on this situation, builders often
persuade them by saying, “Sir, the interior work is
complete; the clubhouse and elevator work will
proceed gradually. You can move in with your
belongings now and save on rent.” They even issue
notices to customers threatening to levy “holding
charges” if possession is not taken immediately. They
collect maintenance fees from those who move in before
the building is fully complete, and if anyone questions
the builder’s lapses, they resort to blackmail by
threatening to cut off electricity or water supplies.
What does the RERA Act say?

According to Telangana RERA regulations, forcibly
handing over an incomplete house is entirely illegal. A
builder must not offer possession—nor should a
customer accept it—without obtaining an Occupancy
Certificate (OC) from the municipal authority (GHMC/
HMDA). Residing in a building without an OC is a legal
offense. Essential amenities such as functional
elevators, municipal drinking water or bore well
facilities, drainage connections, electricity meters, and
fire safety systems must be in place. A possession letter
issued without these provisions holds no legal validity.
What should buyers do?

If a builder asks you to take possession before the
work is complete, refuse the request and send a
registered email or letter to the builder. Clearly list the
pending works (such as the lift, security systems, water
lines, etc.) in the communication. If, due to unavoidable
financial constraints, you are compelled to accept the
keys, do so “under protest” while obtaining the builder’s

signature on a letter stating, “l am accepting
this house only on a temporary basis;
common area works are not yet complete.”
If the builder acts unlawfully, file a
complaint immediately on the Telangana
RERA website. RERA can issue orders
directing the completion of the work and
the payment of interest for the delay.
Furthermore, customers can approach the
consumer court to seek compensation for
deficiency in service.

Without an Occupancy Certificate

One of the most dangerous violations in the
real estate business is the handover of flats
to buyers without an Occupancy Certificate
(OC) and customers unknowingly moving
into them. Let us clearly understand what
an ‘Occupancy Certificate’ is and the legal
and financial complications that arise from
moving into homes without one. Once a
building’s construction is complete, the
builder must apply to the municipal
authorities. Officials then inspect the
building to verify if it was constructed in
accordance with the approved plan. They
check for any unauthorized constructions
and verify if facilities like lifts, fire safety
systems, drainage, and drinking water
connections are properly installed. An
Occupancy Certificate (OC) is the legal
document certifying that a building is fit for
habitation, issued only when everything
complies with regulations. Many builders
obtain approval for a specific plan but
construct additional floors or fail to leave
the mandatory setbacks (open space around
the building) during construction.
Municipal authorities do not issue OCs for
such buildings. Failure to install fire safety
equipment or convert utility connections to
the appropriate category (e.g., from
commercial to residential) also prevents the
issuance of an OC. Consequently, builders
often allow customers to move in to conceal
these violations.

Risks faced by customers moving into a home
without an OC

Municipalities do not provide permanent
drinking water or drainage connections to
buildings lacking an OC. Electricity is not
supplied under the domestic category;
instead, residents are forced to rely on the
builder’s temporary commercial power
connection or a private borewell, resulting
in exorbitant electricity bills and
maintenance costs. Legally, if one resides
in a building without an OC, municipal
authorities impose a penalty—often
referred to as “three-nine” (or *Teen-
Patti*)—which amounts to an additional
charge of up to 200% over the standard
property tax. If you wish to sell the flat or
obtain a loan against it in the future, no
bank will grant a loan without an Occupancy
Certificate (OC). Furthermore, if there are
significant violations of building
regulations, municipal authorities could
issue a notice declaring the building an
“illegal construction” or even seal the
premises at any time.

Therefore, under RERA regulations, a builder
is prohibited from demanding the final
payment from customers or handing over
possession until the OC is obtained from
the municipal authority. If a builder hands
over the property without an OC, the
customer can file a complaint with RERA and
secure an order compelling the builder to
obtain the OC at their own expense and pay
interest for the delay. When the builder
hands over the keys, do not simply rejoice;
insist on seeing a copy of the Occupancy

Certificate (OC) issued by the
municipality. Without it, the property
is not legally considered to be in your
possession.

What is CREDAI doing?

CREDAI is an association of private
builders. It does not possess direct
legal authority to punish or impose
fines. Nevertheless, CREDAI is taking
key measures to curb these issues.
CREDAI Hyderabad maintains a
customer grievance portal on its
website; buyers can directly lodge
complaints there if a CREDAI-
affiliated builder engages in
fraudulent activity. All CREDAI
members are strictly required to
adhere to a code of ethics, which
includes providing all amenities
advertised in project brochures
within the stipulated timeframe. If a
builder repeatedly violates
regulations, CREDAI revokes their
membership. Furthermore, CREDAI
showcases only RERA-recognized
projects at its property shows,
thereby enabling buyers to select
trustworthy builders. Within its
purview, CREDAI counsels builders
and mediates to resolve customer
grievances. However, it is also
crucial for buyers to verify the
existence of an Occupancy Certifi
cate (OC) before purchasing a flat.
Establishment of a Special
Mechanism

CREDAI has established a special
mechanism to protect the rights of
customers and resolve issues in
cases where they are defrauded by
builders acting fraudulently or
irresponsibly. However, there is an
important point to remember here.
CREDAI can take action only against
builders registered with its
association. If a builder is a CREDAI
member, the measures taken by the
organization on behalf of customers
are as follows: CREDAI has
established a forum to facilitate the
speedy resolution of disputes
between customers and builders,
thereby avoiding the need to go to
court. Customers can file complaints
online, free of charge, directly
through the CREDAI Hyderabad
customer grievance portal. Upon
receiving a complaint, CREDAI
committee members summon both
the customer and the builder for a
face-to-face discussion. They point
out any lapses on the builder’s part
and exert pressure to ensure the
completion of amenities (such as
lifts, security systems, and drainage).
In the real estate sector, pressure
from fellow business peers often
proves more effective than legal
proceedings in courts. If it comes to
light that a builder is deceiving
customers, senior CREDAI members
provide counselling to that builder.
Fearing a loss of reputation within
the association, many builders come
forward to resolve customers’ issues.
If a builder disregards CREDAI’s
directives, persistently harasses
customers, or engages in fraudulent
activities, CREDAI takes stern action.
It may blacklist the firm or revoke its
membership. Builders expelled from
CREDAI suffer a loss of market
credibility, and the public is unlikely
to trust their future projects.
Fraudulent builders are also barred
from participating in the prestigious
property shows organized by CREDAI
in Hyderabad; the association
promotes only the projects of trustwo
rthy builders who adhere to
regulations.

What if the builder is not a CREDAI
member?

CREDAI is a private association, not
a government body; therefore, it lacks
the legal authority to impose fines
or imprison builders. Many small-
scale builders and local developers
who engage in fraud are often not
CREDAI members. In such instances,
customers should not rely on CREDAI
but instead approach official
government forums. RERA is a power
ful tool available to the government
to take action against issues such as
fund diversion, pre-launch scams,
and incomplete projects; filing a
complaint under RERA empowers the
government to even attach the

builder’s assets. Additionally,
customers can approach consumer
forums regarding service

deficiencies and claim substantial
compensation for mental agony.
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