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The Problem

The urge to avoid tax breeds black money
and the real estate sector in India, with its
antiquated structure, has long been used as
a channel for camouflaging such unlawful
financial transactions. It works as a safe
route for money-launderers and tax
evaders. Corruption, at every stage, is so
deep-rooted in this sector that it has, in
today’s time, become the common and
accepted way of working. Builders have to
pay off the landlords and the contractors or
suppliers and then the government
agencies to take approvals for the project
including officials of the local corporation
and the local politicians, whose sanctions
are necessary for the same.This burden is
passed on to the buyers. The payments
demanded from the buyers are, therefore,
in two forms cash and cheque that is, in
white and in black. Thus, in a way the
innocent buyers whose income is all tax
paid (tax paid money) also become part of
generating (money on which tax has been
evaded) the ‘black economy’. Investors play
a vital role in such corrupt practices
prevailing in the realty sector as, they
provide capital to the developers in terms
of fact a mere oral understanding between
the two, against which the investors have a
share in the profits so generated, which in
turn, further breeds black money in the
sector.

how To DeAl wiTh The Problem?

Although, to fight generation of black
money and to get hold of the unaccounted
transactions, in the real estate sector, we

have certain laws at the central and state
level such as the Transfer of Property Act
1882 dealing with sale, exchange,
mortgage, lease, lien, gift etc. of
immoveable property; the Indian
Registration Act, 1908 and the Indian
Stamp Act, 1899 detailing the formalities
and procedures for registration of an
instrument and calculations of duties to be
levied on such instruments, providing
assurances, title, and prevention of fraud.
Apart from theses, other preventive
legislations like the Benami Transactions
(Prohibitions of the Right to Recover
Property) Act, 1989 have also been enacted
to prevent and prohibit benami /
unrecorded / unaccounted transactions,
which Act is now sought to be replaced by
the proposed Benami Transactions
(Prohibition) Bill 2011, that claims to
overcome the loop-holes of the 1989 Act,
by providing the methodology and
procedure to confiscate and hold 'Benami'
property and providing for imprisonment
from six months to two years in addition to
a fine. Further, in order to curb the creation
and/or parking of unaccounted and illicit
money in the real estate sector, the Finance
Ministry, in May 2011, prepared and laid
down ‘white paper on black money’ where
suggestions like making deduction of tax at
source compulsory in all real estate deals
for registration of property, reducing cash
transactions by encouraging the use of
credit/debit cards and promotion of
banking channels and registered e-service
intermediaries were provided. Steps have
also been taken to curb evasion of duties,

use of black money and unscrupulous
transactions in the real estate sector by
invalidating transfer of property rights by
virtue of General Power of Attorney and
increasing circle rates. However, these laws,
measures and suggestions are not so
stringent, there is an urgent need to bring
in accountability in respect of the
investment and cash flow in the real estate
sector by digitalising land records and
strict auditing of the accounts which
involve high value of assets, including cash
transactions, conversion of land usage,
taxation, etc. and it is also necessary to
rationalise the stamp duty rates thereby
unearthing such property deals where black
money is involved, which otherwise pass
by without being detected. 

ConClUsion

To streamline the concerns of inflow of
black money within the realty sector, there
is a lot of expectation from the proposed
Regulatory and Development Bill 2011
prepared by the Housing and Poverty
Alleviation (HUPA) Ministry to bring about
regulatory mechanism with the objective of
instituting transparency and accountability
in the real estate transactions and thereby,
keep a check on the vulnerability of the
sector to money laundering.
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