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Although it is not compulsory
to make a will, there are
many important reasons to

make one. Also, it is not mandatory
to register a will; however, by regis-
tering a will, many doubts could be
laid to rest. It is fairly simple to
make a will and no technical words
need to be used – only
the intention should be
clear. Some of the im-
portant reasons to
make a will are as fol-
lows:

1 By making a will, the
property belonging

to the testator passes
on to such persons as is the
desire of the testator. However,
in absence of a will, his property
will devolve as per intestate suc-
cession as per the personal law
applicable to him. For example, if
the deceased is a Hindu, in ab-
sence of a will, his property will
devolve as per the Hindu Suc-
cession Act. It may, therefore,
happen that the property of a
deceased who was a Hindu and
who dies without leaving a will
and who has his wife, one son,
one daughter and his mother sur-
viving him will devolve upon all
four of them equally, i.e. each will
get one-fourth of the share. How-
ever, it is possible that the de-
ceased may have desired that his
entire property should go to one
particular person, say for example
to his wife, but this desire will not
be implemented if the deceased
did not leave a will to that effect.

2 While making a will, the testator
could appoint an executor -

person appointed by the testator to
carry out provisions of the will as
the legal representative of the de-
ceased, to execute the will. 

3 By making a will, the testator
can make his intention clear

to his family and also distribute
his assets amongst his heirs. For
example, the testator owns two
properties and he has be-

queathed one to his son and the
other to his daughter. This way,
both would get an independent
property. In the event the testa-
tor did not leave a will, the son
and the daughter would have a
share in the properties and this

could result in disharmony
amongst them.

4 By making a will, the testator
could put in conditions before

a bequest takes effect. However,
one must keep in mind that the
conditions should be valid and do
not make the bequest void.

5 It is sometimes misunderstood
that by making a nomination

in respect of a flat in a society, a
person has bequeathed the flat
to the nominee. The fact is that
although the share certificate in
respect of the flat gets trans-
ferred in the name of the nomi-
nee after the death of the per-
son, the nominee acts only as a
trustee of that flat of the de-
ceased. It is only by intestate
succession or under a will as the
case may be that the flat is ac-
quired by the beneficiary.

When it comes to buying a home, there
can be a few jargon thrown in the
air. Here, we clear some of
the key financial terms
associated with the
purchase of a new house 
Leena.Mudbidri@timesgroup.com

➜ EMI 
EMI stands for Equated Monthly Installment.
When a borrower takes a home loan (or any
loan), he is expected to make regular EMI
repayments. EMI is a fixed payment
amount made by a borrower to a lender
at a specified date each calendar
month. Equated monthly installments
are used to pay off, both interest
and principal each month so that
over a specified number of years,
the loan is paid off in full. It has
been observed that during the
initial years of the loan tenure,
the repayments are
concentrated towards
the interest
component.
Repayment towards
the principal amount
is much less initially.
However, as years
roll by and you reach
the end of the
repayment tenure, you’ll notice that more
of the principal amount gets repaid.

➜ Collateral
This refers to an asset that can be used to
guarantee the repayment of a loan. If the
borrower defaults on the loan
repayments, he risks losing that asset
pledged as collateral. The type of
collateral, such as property or jewellery,
and amount of collateral required for the
loan, is a matter of negotiation between
the lender and borrower. It might
require a borrower to pledge any assets
purchased during the loan period, as
additional collateral.

➜ Credit
appraisal

For a lender to decide if an
applicant is eligible for a loan, and to

decide on the amount to be sanctioned, the
lender has to consider the borrower’s
credibility. To determine this, the Home
Finance Company (HFC) researches on the loan
applicant’s savings, income, age, qualifications,

work profile, experience and
other financial commitments
if any. Depending on the
creditworthiness of the loan
applicant, this process can
take a few hours or a couple

of days for the verification and follow-up. 

➜ Repo rate
It is the benchmark rate at which the Reserve
Bank of India (RBI) lends to banks for a short-
term. All the banks that borrow money from the
RBI have to bear this cost. Often used in
conjunction with repo rate is the reverse repo
rate. When the RBI borrows money from banks
against its securities, the interest rate at which it
does so is known as reverse repo rate. The
reverse repo rate can also be defined as the
return banks earn on excess funds parked with
the central bank against government securities.
When the RBI increases the repo rate, the
natural fallout is an impending increase of the
bank rate. This will then soon snowball into
hardening in interest rates of both, lending and
deposit rates. 

➜ Prime Lending Rate (PLR)
Banks maintain their own benchmark at
which they lend money to individual
customers. This benchmark rate varies from
lender to lender. When the RBI is forced to

increase rates owing to inflation, seasonal
changes like monsoons, crude oil prices,

global imbalances, and currency prices,
banks raise their PLRs. The increased

cost of borrowing money is passed on
to the borrowers. Apart from the

borrowers, investors are also
affected by the hike in interest

rates. So, the debt market is
adversely impacted with

increase in rates as buyers
lose interest.
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WILL POWER
Although it is not compulsory to make a will,
here are a few reasons that will convince you
to make one
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Indian cities are growing mani-
fold with every passing year and
the reason is migration into

cities, in addition to natural
growth. The desire and access to
quality education has opened
doors for many outsiders to the
city for formal employment oppor-
tunities. The charm and attraction
to work and live in cities is a gov-
erning criterion for youngsters/en-
trepreneurs in the present times.
Ahmedabad is the biggest city in
Gujarat and is also growing rapid-
ly. With time, the city has become
more vibrant and cosmopolitan.
Many people from other states
want to settle in Ahmedabad as it
is one of the best cities to live in,
which ultimately results in in-
creased housing demand both,
rental and owned.  However, it
has been witnessed that some-

times working individuals, stu-
dents, single mothers, food
habits, etc., are facing problems
in getting a rental accommoda-
tion as homeowners are not very
receptive to single tenants. Also in
Ahmedabad city, hostels for work-
ing individuals with all basic facili-
ties like canteen, laundry, etc., are
growing that are charging `10,000
to 12,000 every month and provid-
ing shared accommodation.
Many consider these rentals to be
a bit on the higher side. 

In today's time, providing ap-
propriate housing facilities to all
citizens is the vision of the govern-
ment. To meet the huge urban
housing targets and to accom-
plish the vision of 'Housing for all
by 2022', Central Government has
taken a bold step to optimise and
attach the resources of both, pub-
lic and private sectors that would
synergise the advantages of both
the government and private sec-
tors toward a gradual transition

under Pradhan Mantri Awas Yojna
(PMAY). The mission 'Housing for
all by 2022' has mainly focused
on 'In situ slum redevelopment',
affordable housing through credit
linked subsidy (CLSS), affordable
housing in partnership and sub-
sidy for beneficiary-led individual
houses construction and en-
hancement.

Under PMAY, credit link subsidy

(CLSS) is an important component.
Migrating working individuals can
benefit from it by purchasing a
house rather than renting. Even a
group of individuals can jointly
purchase the house. Under CLSS,
beneficiaries of Economically
Weaker Section (EWS) and Low In-
come Group (LIG) seeking housing
loans from banks, housing fi-
nance companies and other such
institutions would be eligible for
an interest subsidy at the rate of
6.5 per cent for a tenure of 20
years or during the tenure of loan
whichever is lower.

The credit linked subsidy will be
available only for loan amounts
up to `6 lakh and additional loan
beyond `6 lakh, if any, will be at a
non-subsidised rate. Credit linked
subsidy would be available for
housing loans availed for new
construction and addition of
rooms, kitchen, toilet etc., to exist-
ing dwellings as incremental
housing. The carpet area of hous-

es being constructed under this
component of the mission should
be up to 30 square metres and
60 square metres for EWS and
LIG, respectively. For middle in-
come group, the newly-launched
CLSS for MIG covers two income
segments in the MIG viz.
`6,00,001 to `12,00,000 (MIG-I)
and `12,00,001 to `18,00,000
(MIG-II) per annum. In the MIG-I,
an interest subsidy of 4 per cent
has been provided for loan
amounts up to `9 lakh while in
MIG-II, an interest subsidy of 3
per cent has been provided for
loan amount of `12 lakh. Housing
loan above `9 lakh and `12 lakh
will be at non-subsidised rates.

Single migrated working indi-
viduals opting for the purchase of
a house in early days of their ca-
reer can save on rent/hostel fees
and invest that money to own a
house which would offer security
and, more importantly, they can
invest in asset and not liability,
and can also take advantage of
capital appreciation. Today in
Ahmedabad, under PMAY, CLSS is
available in private projects
(falling in to the criteria mentioned
under PMAY) and one should tap
the opportunity and buy a house
rather than paying rent.

(Writer is a city-based Housing
Planner and Real Estate Analyst)

CLSS BENEFICIARIES
OF EWS AND LIG

CREDIT LINK SUBSIDY
(CLSS)

Migrating working individuals
can take advantage of this subsidy
and purchase a house rather than

renting one

Housing loans from financial in-
stitutions would be eligible for an
interest subsidy at the rate of 6.5
per cent for a tenure of 20 years

In today’s time,
providing

owned shelter to
all citizens with
proper services
and
infrastructure is
the vision of the
government

BUY OR RENT A HOUSE? CONFUSED? READ ON TO MAKE A WISE
DECISION AND INVEST IN AN ASSET AND NOT A LIABILITY
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If the testator
did not leave a

will, the son and
the daughter
would have a
share in the
properties and
this could result
in disharmony
amongst them




