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NATIONAL REAL ESTATE DEVELOPMENT COUNCIL 
 

PRE – BUDGET MEMORANDUM FOR 2017-2018 
 
 
A1. INCENTIVE FOR HOUSING DEVELOPMENT 
  
1. Real Estate Stressed Assets 

 
Consequent to global economic breakdown in 2008, Indian economy, which was 
resilient initially, also weakened for variety of reasons, some external and some 
internal, and is now in recovery mode. Real estate performance between the 
period 2000-2008 was good because of robust demand which inspired developers 
to invest lavishly in land acquisitions for future business requirements. This cycle 
reversed after 2008 because of weakening economy globally. High inflation, in 
India context, was additional factor, which made lending expensive. All these led 
to severe shortage of liquidity and slow down, leading to delays in projects 
completion. In certain cases, projects even got stalled or abandoned. Investors and 
consumers, who had invested, are now feeling in secure and frustrated and 
knocking the door of courts for relief. Developers, despite their best intentions, 
are unable to complete the projects in absence of cash flow. 
 
In the National interest, it is imperative that Govt. and financial institutions should 
step forward and retrieve the stressed/stalled projects, albeit with proper 
safeguards for money invested. 
 
Suggestions 
 
a) Create a National Fund to finance delayed/stalled projects. 
b) Restructure old project loans for a year or two. 
c) Sanction start up loans equal to 10-15 percent of project cost to kick start 

delayed/stalled projects and to revive private investments. 
d) Bring down mortgage interest rates to incentivise public to invest in 

housing. 
e) Return of land allotted by Govt., where work has not started, for cash in 

the hand of developers to improve their liquidity to complete ongoing 
projects. 

 
Hand holding by Govt. is necessary, at this stage, to boost country economy. 
 

2. Accord Infrastructure Status to Housing Projects 
 
A housing project involves creation of residential, educational, medical, 
commercial and community buildings together with roads, electric and water 
supply networks, sanitation, sewage and solid waste treatment and disposal 
systems etc and most of it, independently, are recognised as infrastructure, but 
housing projects, as a whole, are deprived of it. Most developed countries and 
World Bank treat housing as part of infrastructure. 
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Suggestions 
 
All housing projects should be given the status of Infrastructure. In case it is 
not agreed, at least housing upto 1000 square feet carpet area in metros and 
1500 square feet carpet area in other cities should be recognised as 
infrastructure and incentives available u/s 80IA provided to developers of the 
project. 
 
This will go a long way in fulfilling the most important and long outstanding 
demand of the real estate sector and help in creating housing stock for all 
segments of society. 
 

3. Section 80-IBA (Deductions in respect of profits and gains from housing 
projects) 
 
New section 80-IBA, inserted by Finance Act 2016, wef 01.04.2017, specifies 
that the profits and gains derived from the business of developing and building 
housing projects comprising housing units of 30 sqmtr built-up area in cities of 
Chennai, Delhi, Kolkata or Mumbai or within 25 kms from the municipal limits 
of these cities, measured aerially, and 60 sqmtr built-up area at any other place, 
shall be allowed a deduction of an amount equal to hundred percent of the profits 
and gains derived from such business, subject to certain other provisions of the 
section. 
 
This section primarily covers the affordable housing upto 60 sqmtr for EWS and 
LIG, under Pradhan Mantri Awas Yojana. MIG, which is fast growing with 
growing economy and better job opportunities, is left out. Extension of provision 
of this section from 60 sqmtr built-up area to 100 sqmtr built-up area will provide 
great relief to this segment. 
 
Further, this Act defines the built-up area as “(a) “built-up area” means the 
inner measurements of the residential unit at the floor level, including 
projections and balconies, as increased by the thickness of the walls, but does 
not include the common areas shared with other residential units, including 
any open terrace so shared” while Real Estate (Regulation and Development) 
Act 2016 defines carpet area as “(k) "carpet area" means the net usable floor 
area of an apartment, excluding the area covered by the external walls, areas 
under services shafts, exclusive balcony or verandah area and exclusive open 
terrace area, but includes the area covered by the internal partition walls of the 
apartment.”. For the sake of convenience and uniformity in law, the ‘built up 
area’ in the IT act should be replaced by the ‘carpet area’ under RERA act to 
provide incentives under the IT act. 
 
Suggestions 
 
a) Extend provisions of section 80IBA to housing units upto 1000 square feet 

built-up area, to cover low MIG categories. 
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b) For the sake of convenience and uniformity in law, the ‘built up area’ in 

the IT act should be replaced by the ‘carpet area’ under RERA act for 
incentives under the IT act. 

 
4. Section 80C 
  

Section 80 C allows deduction up to Rs. 1.5 lakh from annual income on 
consolidated payments or deposits specified in sub section (2) which interalia 
includes payments on purchase or construction of a residential house property 
through installment or part payments or repayment of amount borrowed from 
Govt. / Banks and stamp duty, registration fee and other expenses for the purpose 
of transfer. 
 
As sub section (2) caters for payments on account of numerous essential savings 
such as Pension, Provident Fund, Insurance etc, there is no or very little scope left 
under this section to accommodate payments of principal amount borrowed for 
purchase or construction of a residential house. 
 
Suggestion 
 
It is suggested that the sealing of Rs. 1.5 lakh u/s 80C be increased to Rs. 2.5 
lakh and Rs. 1 lakh out of it be exclusively reserved for payment of principal 
borrowed for the purchase of a residential house. This will help in boosting 
housing stock. A separate limit for payment towards purchase of a house or 
repayment of principal on housing loan was available earlier u/s 88. 
 

5. Section 24 (Deduction from income from house property) 
 
Under Sec. 24(b), deduction on account of interest payment on housing loans is 
permissible to owners of rented dwelling units to the fullest extent.  In case of 
owner occupied houses the limit is set at Rs. 2 lakh and an additional Rs. 50,000 
allowed for loans upto Rs. 35 lakh, sanctioned during next fiscal for first time 
home buyers, provided value of home does not exceed Rs. 50 lakh. Also, the 
deduction is available after acquisition or construction is completed within three 
years from the end of the financial year in which capital was borrowed. 
 
Suggestions 
 
It is suggested that the deduction on account of interest payment available 
under section 24 should be made applicable from the year in which capital 
was borrowed as for principal u/s 80C and should be to the extent of full 
interest paid, at least in respect of one house. In case this is not agreed, at 
least the limit of Rs. 2 lakh should be raised to Rs. 3 lakh for owner occupied 
houses. Also, three years period for acquisition / completion from the year of 
borrowing should be dispensed with. This will provide much needed impetus 
to housing sector which is reeling under huge housing shortage. 
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6. Section 45 (Capital Gains in the case of Joint Development Agreement) 
 
Any profits or gains arising from the transfer of a capital asset, effected in the 
previous year, shall be chargeable to income tax under the head ‘Capital Gains” 
and shall be deemed to be the income of the previous year in which the transfer 
took place. 
 
Section 2(47)(v) of the IT Act defines transfer to include allowing possession of 
immovable property under a contract referred to in section 53A of the Transfer of 
Property Act (TP) 1882. 
 
In a Joint Development Agreement (JDA) between land owner and developer, an 
Income Tax Tribunal has held that in case of JDA where agreement to sell has 
been entered by the transferor with the transferee or general power of attorney for 
development has been given by land owner and possession handed over to 
transferee in part performance of the contract under section 53A of TP Act, the 
provisions of Section 2(47) of IT Act becomes invocable and transferor 
(landowner) becomes liable to pay gain tax on the value of the land in the year the 
JDA was entered into. 
 
JDA with single or multiple landowners has become a preferred and effective 
model for real estate development in India in which a portion of revenue or a 
portion of built-up property is transferred to land owner only after the sale of the 
property or on completion of the project. Levying gain tax on land owner, when 
no consideration in cash or kind has been received by the land owner, is, 
therefore, not justifiable. 
 
Suggestions 
 
It is suggested that Section 2(47) of IT Act be amended to provide that in case 
of a JDA between land owner and developer, the profit or gain from the 
transfer of land under a contract referred to in section 53A of TP Act 1882 
will be deemed completed only on completion of the development project or 
when share of revenue from the sale of the property or share of built-up 
area, on completion of the project, is received by the land owner. 
 

Or 
 
A suitable section under Chapter IV Section 45 - Computation of Income 
from Capital Gains be added to deal with Capital Gain in Joint Development 
Agreements. 
 

7. Section 54 (Capital Gain from sale of house property) 
 
At present, capital gain arising from transfer of any capital asset, being buildings 
or lands appurtenant thereto, and being a residential house, is exempt from tax in 
cases where the sale proceeds are invested in acquiring/constructing one 
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residential house anywhere in India. Such a restriction is deterrent to the objective 
of boosting the housing stock, and hence needs to be repealed. 
 
Suggestion 
 
To overcome the huge housing shortage in the country, the restriction 
imposed on investment of sale proceed on acquiring one residential house 
should be removed and scope broadened to exempt capital gain tax if the sale 
proceed is invested in housing activities to create one or more housing stock. 
 

8. Section 54B and Section 54F 
 
As per Section 54B, if Capital gain from transfer of land used for agricultural 
purposes is used for purchase of another land to be used for agricultural purposes, 
the difference of the capital gain from old asset and cost of new asset, is liable for 
capital gain tax under section 45, if the assessee is an individual or Hindu 
undivided family. 
 
Likewise, as per section 54F, if capital gain from the transfer of any long term 
capital asset, not being a residential house, is used for the purchase or 
construction of a residential house, the difference of capital gain from the capital 
asset and the cost of new house is liable for capital gain tax u/s 45, subject to 
certain conditions, if the assesses is an individual or a Hindu undivided family. 
 
Suggestion 
 
Provisions of Section 54B and 54F should be made applicable to companies 
and partnership firms as well, to promote housing in urban areas. 
 

9. Section 194-IA (Payment on transfer of certain immovable property other 
than agricultural land) 
 
Section 194-IA inserted by Finance Act 2013 makes transferee liable to deduct 
TDS at the rate of one percent of the value of consideration paid to transferor and 
deposit in Govt. treasury, where value of consideration exceeds Rs. fifty lakh. No 
TAN is required to be obtained and TDS certificate is required to be issued 
manually in form 16B. 
 
Suggestion 
 
This is big deterrent in promoting housing for all and will impact middle 
income segment hard. Housing cost varies from cities to cities and Rs. fifty 
lakh is not sufficient to meet the cost of average residential unit in Metros 
and tier I cities. Looking at huge shortages in housing stock for all categories, 
it is suggested that the provision under section 194I-A be done away with, at 
least for primary market. 
 



Pre Budget Memorandum_2017-2018  6 of 8 

10. Section 22 – Income from house property – applied to unsold housing stock 
of developer 

 
Section 22 of IT Act provides for imposition of income tax on house property 
owned but not occupied by the assessee on notional annual letting value (ALV). 
This is not applicable for property occupied or held for business or profession 
carried on by the assessee, the profits of which are chargeable to income tax. 
 
Income Tax Department, in certain cases, has held that unsold housing stock held 
as stock, in trade after obtaining completion certificate, attracts provisions of 
section 22 of IT Act and developer is liable to pay income tax on ALV of the 
housing stock and the same has been up held by the Hon’ble High Court of Delhi. 
 
Suggestion 
 
It is certainly not the intention of the section 22 to tax the unsold housing 
stock of a developer who is in the business of constructing houses and is 
liable to pay income tax on the profit earned from the sale of the same. There 
is, therefore, a need to issue clarification that stock held in trade of a 
developer will be out of the purview of section 22 of IT Act. 

 
11. Priority Sector lending limit for home loans to be increased 

 
Priority Sector lending to be extended for Home loans up to Rs 35 lakh for 
medium cities, Rs. 50 lakh for metropolitan cities and Rs. 75 lakh for mega cities, 
to provide relief to MIG category. 
 

A2 INCENTIVES FOR PROMOTING RENTAL HOUSING 
 

1. Tax on Rental Income 
 

In view of the housing shortage in the country and the objective ‘Shelter for All’ 
and in view of the fact that not all can afford ownership housing, we need to give 
a big boost to ‘Rental Housing’ by scrapping archaic rent control Act and 
incentivizing companies / partnership firms / HUF / Individuals to invest in rental 
housing stock. In addition, since 2008, capital value of housing stock has come 
down drastically (upto 30%), eroding investors interest in house properties. 
 
Suggestion 
 
High cost of houses and high property taxes lead to low rate of return (ROR) 
from rental housing, making renting out a loss making proposition. Since 
2008, capital value of housing stock has also come down upto 30%, without 
accounting for inflation. It is, therefore, suggested that the deduction from 
rental income under Section 24(a) be increased from 30% to 100% to 
improve effective ROR from renting, at least till 2022, the year by which the 
target of “Housing for All” is to be achieved. 
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This will help in promoting rental housing. 
 
A3. FUNDS FOR HOUSING 
 
1. Dedicated Affordable Housing Fund. 
  

Finance Bill 2013 had created Rural and Urban Housing Funds and Rs. 4,000 
crore and Rs. 2,000 crore respectively were allocated in 2013-14. Rs. 8,000 and 
Rs. 4,000 crore were added to these funds vide Finance Bill 2014. It is meant to 
mitigate huge shortages of housing in rural and urban areas. Govt. must create a 
strong financial support system by increasing these allocations and simplify 
lending procedures as also meaningfully engage private sector to overcome 
housing shortages in the country, especially for poor. This fund could also be 
used to help stressed assets. 

 
2. Access to Pension, Insurance and PF Funds. 
 

Housing Finance is a long-term investment and asset liability mis-match is a 
major problem for housing finance companies.   Access to long-term funds such 
as Provident, Insurance and Pension funds will ease the situation. 
 
All developing countries have access to the long term funds for Housing and 
infrastructure development. The asset -liability mismatch between short term 
borrowings and long term lending can be obviated. USA and Singapore are 
classic examples where fund flows from these sectors have helped increase 
financial resource flows with long tenor and cheaper funds. 
 
Investment in HFIs should be an eligible investment for pension funds, 
Insurance funds and Provident Funds.  

  
3. Access to Bank Incremental Deposits. 
 

In order to improve affordable housing finance for the low and middle income 
groups, it is important that housing finance should be made available at cheaper 
rates.  For that it is important that housing finance companies get low cost funds.  
It is, therefore, suggested that banks may increase their allocation for 
housing from the present 3% to 5% of their incremental deposit.  The 
additional 2% incremental allocation may be earmarked strictly for 
affordable housing projects only. 

  
4. Real Estate Mutual Fund (REMF) / Real Estate Investment Trust (REIT). 
  
 SEBI has already launched REMF and REIT and these have become recognized 

pooling / investment vehicles. World over, REIT have been very effective 
instrument and source for funding housing projects because of various fiscal 
concessions and incentives provided by various Govts. to REIT units and the 
shareholders. 
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To promote REMFs and REITs, we suggest following- 
 

a. Govt. should consider making their income tax free both for REIT SPV 
and individual shareholders, whether residents or non residents, at least for 
first 10 years. 

b. Provide exemption from Capital gains to sponsor of REIT on disposal of 
units, which in any case is exempt for other units u/s 10(38). 

c. Stamp duty exemption – SEBI, equivalent to mortgage should be made 
available. 

  
5. External Commercial Borrowing (ECB). 

 
ECBs in housing and real estate sector except affordable housing projects upto 60 
sqmtr carpet area is totally prohibited and sector placed on negative list of RBI for 
bank debt, thus, leaving the sector mainly to private funding. This has led to 
increase in cost of fund for private developers and, together with increase in land 
cost, properties have become unaffordable for average Indians. There being huge 
shortage of housing and real estate stock in country, opening of ECB in real estate 
sector will help reduce cost of fund and property prices. Also, opening of ECB in 
the development of SEZ would smoothen development of this capital intensive 
sector. 
 
It is, therefore, suggested that ECBs be allowed in all spheres of housing and 
real estate development including SEZ projects. 
 
 
 
 

***************************  


