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In a recent press conference, ex-
pressing his concern over the 
rising noise pollution, Mumbai’s 

Commissioner of Police, Sanjay 
Pandey said, “While the citizens 
were coming to grips with the con-

stant honking menace, the ongo-
ing construction (of buildings and 
infrastructure projects) across the 
city has worsened the situation.” 
Thus announcing strict mandates, 
the commissioner has directed de-
velopers to conduct all construc-
tion-related activities only between 
6 am and 10 pm. Furthermore, 

the developers must adhere to the 
prescribed noise levels of 65 deci-
bels, within the city limits, failing 
which, the police would act. The 
developers will also have to sign 
a ‘good behaviour’ bond, which 
if broken or flouted more than 
thrice, he/she would be heavily 
fined or even put behind the bars.  

Citizens speak
“This is a welcome 
move. I am at home 
most of the time and 
the construction ac-
tivity throughout the 
day often gives me a 
headache. I have no-
ticed that I even get 
irritable at times just 
because there is con-
stant noise around 
me,” says senior cit-
izen, Ramesh Mand-
gaokar, a resident of 
Wadala.
 Working profes-
sionals, who are 
currently working 
from home, also 
have a tough time. 
“During my work 
calls, I shut all the 
windows of the 
room, so that there 
is minimal distur-
bance, but that is 
not really an op-
tion. Especially 
now, with summer 
upon us, sitting in 
a non-ventilated 
room is difficult,” 
says Swati Ambre, 
a Dadar resident. 

Developers’ view
This decision has 
extensively impact-
ed the developer 

community. But they seem to be 
accepting these new norms. “We 
believe that construction should 
not obstruct people’s peace at 
night and fully support the com-
missioner’s decision. We have pro-
moted the usage of noise cutters 
for our members’ construction ac-
tivities and have also asked them 
to complete most of the heavy 
construction during the day. In 
fact, we have reached out to our 
developer members to ensure no 
construction activities are carried 
out between 2 pm and 4 pm on 
Sundays and on any national holi-
days,” says Boman Irani, president,  
CREDAI-MCHI.

   While the developers sympathise 
with the thought behind the man-
date, they do have a few worries. 
“The idea here is to ensure that 
we curb noise pollution and that 
residents staying around the con-
struction sites are not disturbed late 
at night, which is perfectly under-
standable. Having said that, the de-
velopers are also racing to complete 
their projects. The industry has 
recently come out of a really slow 
business cycle due to the pandem-
ic and has started witnessing some 
strong growth numbers. Hence, we 
need to come together and think of 
innovative solutions that could help 
achieve both agendas in a mutu-
ally amicable manner,” says Man-
ju Yagnik, senior VP, NAREDCO,  
Maharashtra.
  “At our construction site, regular 
measures are undertaken to check 
the noise levels and make all possi-
ble efforts to contain it within limits. 
We avoid construction during night. 
We usually cordon off our construc-
tion area from residential area so 
that the impact is minimal,” says 
Anoop Kumar Bhargava, CEO and 
director of a real estate company.

Meanwhile, the city is also in-
creasing the scope for Silent Sun-
days and Sunday Street campaign. 
While the former would focus on 
reducing noise pollution on Sun-
days, the latter would shut certain 
roads in the city to curb traffic and 
open them as recreational spaces 
for the citizens. 
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When the possibility 
of a home loan rate 
hike was first indi-

cated earlier this year, poten-
tial as well as existing home 
loan borrowers had just one 
question, ‘By how much?’

Well, the mystery is over 
now. Expecting a hike in the 
repo rates, several banks, a 
few weeks ago, had increased 
their MCLR (marginal cost 
of funds-based lending rate). 
Then, the RBI, in a surprise 
move, hiked the repo rate by 
40 basis points effectively 
bringing it to 4.40 per cent. 

But how will these hikes 
affect your home loan EMIs? 
Read to know.  

Before you understand the 
effects, you need to under-
stand what these rates are,  
“Bank loans approved be-
tween April 2016 and Octo-
ber 2019 are linked to MCLR; 
loans given after October 
2019 are linked to the repo 
rate,” explains Adhil Shetty, 
CEO, Bankbazaar. MCLR is 
the benchmark interest rate 
below which a bank is not 
permitted to lend. A floating 
home loan rate benchmarked 
to MCLR will move in tandem 
with the changes in MCLR. 
“For instance, consider a 
floating home loan rate taken 
on January 1, 2020, with one 
per cent spread over MCLR of 
nine per cent. Then the inter-
est rate on home loan was 10 
per cent (nine + one per cent) 
per annum. After one year, 
suppose MCLR moves up to 
10 per cent, then the new in-

terest rate effective January 1, 
2021, will be 11 per cent (10 
+ one per cent), assuming 
reset frequency of one year,”  
explains Laxmikant Lokha-
nde, senior debt specialist, 
HDFC Securities.

Similarly, the repo rate is 
the lending rate at which RBI 
lends money to commercial 
banks. “Thus, when the repo 
rate rises, the bank’s lending 
rate also goes up and borrow-
ings become costlier. When 
there is a repo rate cut, banks 
get cheaper loans, which 
translates into cheaper loans 
for borrowers as well,” ex-
plains Shrey Aeren, managing 
director and country head, 
Berkshire Hathaway Home 
Services Orenda. 

How will these hikes affect 
a home loan borrower?
Not significantly, experts be-
lieve. “The benchmark for the 
home loan is currently at its 
lowest best. Thus, even if the 

rates rise by 100 basis points 
this year, home loan rates are 
still likely to be less than what 
they were in 2019. Home loans 
are still affordable, and home-
buyers should compare inter-
est rates and try to borrow at 
the lowest rate,” says Shetty. 
   “We were about to finalise 
our home purchase and were 
planning to apply for a home 
loan but now the rates have 
increased. Looking at the ris-
ing prices of everything, we 
believe that home loan rates 
would also see an upward tra-
jectory. So, instead of postpon-
ing, we are going ahead with 
the purchase before another 
hike hits,” says Sayali Sharma, 
a production manager from 
Mumbai.

However, if your homebuy-
ing plans are dampened by 
this hike, keep in mind that 
home loan rates are cyclic in 
nature. Thus, if you were not 
able to secure a home loan 

this time around, now is your time to 
ready yourself for the next window 
of opportunity. Work on and improve 
your down payment capability, boost 
your credit score, and get all the pa-
perwork ready. This will ensure that 
whenever the time is right, you are 
ready to apply and make the most of 
the opportunity.

Further, in case the housing sector’s 
demand takes a considerable hit, central 
or state government could announce 
specific regulatory measures (such as 
subsidies, tax benefit on housing loan, 
stamp duty cut) to support the housing 
demand, opening an opportunity for  
potential home loan borrowers yet 
again.

Affordable housing would still be 
in focus, benefitting those looking 
to buy a home in this segment. “The 
second half of FY21 was a good time 
to buy homes, supported by govern-
ment measures under the Pradhan 
Mantri Awas Yojana (PMAY) Scheme, 
credit-linked subsidy scheme, record 
low interest rates, and state-level mea-
sures such as stamp duty cuts. Even 
though much of the pandemic-linked 
measures have been withdrawn and 
we are entering a rising interest rate 
cycle, the government’s focus on the 
‘Housing for All’ mission and infra-
structure-led capex should ensure 
continued support to the sector,” says 
Ravi Subramanian, MD and CEO, Shri-
ram Housing Finance Limited.

Are home loan rates still favourable?

Residents grapple with construction 
noise. But there might be a solution

How will the hike in MCLR and repo rate impact home loans? Read on to know

Mumbai’s top cop is on the mission to curb noise pollution levels through stringent 
vigilance on developers. Here’s what stakeholders have to say 
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QMy father sold his house 
for Rs 55 lakh in 2015 to 

purchase land in the outskirts 
of Bengaluru. But due to un-
known litigation issues, money 
is still held up till date. My fa-
ther is a businessman in the 
unskilled perishable goods sec-
tor, and has not filed IT returns 
from 2015 onwards. I would 
like to know: 1) What are the 
repercussions of not filing IT 
returns? 2) How can he file re-
turns from 2015 till present, in 
what manner, and what may be 
the penalty charges? 3) Also, 
my father may receive a broker-
age commission say Rs 30 lakh 
for a land deal. How should he 
receive the brokerage (in 
cheque or cash) as to mitigate 
the Rs 55 lakh? 4) Should the 
fee brokerage agreement be 
signed for Rs 30 lakh since it is 
a huge amount?

— Maral
Since your father has transferred 
the house in 2015, he was re-
quired to file the tax return for 
that year. The time limit to file 
the return or belated return has 
already expired long back so 
now he cannot file a valid tax re-
turn. If the tax department issues 
notice for non-payment of taxes, 
your father will be liable to pay 
tax, which was due in 2015 
along with interest and penalty, 
which can be a minimum 100 
per cent or a maximum 300 per 
cent of the tax payable on the 
capital gain. 

Since the time limit has al-
ready expired, your father now 
cannot file his tax return. How-

ever, he can make an application 
to the Central Board of Direct 
Taxes (CBDT) under Section 119 
to condone the delay. If CBDT 
accepts the application on the 
basis of a genuine case, it is pos-
sible to save on penal conse-
quences. 

Under Section 269ST, your fa-
ther cannot receive brokerage 
commission in cash as the 
amount exceeds Rs 2 lakh. In 
case of violation, the tax depart-
ment may levy a penalty equal to 
the amount received in cash. The 
brokerage agreement or invoice 
should be for the agreed consid-
eration. 

QMy three children plan to 
sell my bungalow, built out 

of my earned money (it is willed 
to them) with clear title, on my 
death. Two children are settled 
in USA and are now US citizens. 
What is the procedure for trans-
ferring their share of sale pro-
ceeds? I understand that no cap-
ital gains tax is applicable as it 
is inheritance money. Can they 
request the purchaser to trans-
fer the funds directly to their 
USA bank accounts?

—  Raj Verma
It appears that you plan to sell 
the bungalow during your life-
time and distribute sale pro-

ceeds to your children. In this 
case, capital gain on transfer 
will be payable by you. You can 
gift the sale proceeds to your 
children after discharging the 
applicable capital gain tax. You 
can directly remit the amount to 
your children’s account in USA 
or transfer the amount to their 
NRO account in India and from 
there they can remit the money 
to US account (subject to FEMA 
restrictions). At the time of re-
mittance, you will require to 
e-file Form 15CA with the tax 
department and submit a copy 
of the same to the bank. 

Under Indian law, gift from a 

relative is exempt from tax. 
Hence, there will be no tax lia-
bility for your children in India. 
However, they may be required 
to disclose the gift amount in 
their USA tax return.

TAX MATTERS

ASHOK SHAH, 
Tax Partner, NA Shah 

Associates LLP
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Do you have  
queries related to 
housing society, 
finance or home 

loans?
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Agony Rant: Expert to your rescue
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