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The Prohibition of Benami Property Transactions Act is an important law in India aimed at preventing illegal
property transactions. A benami transaction is one where a property is bought in the name of one person, but the
actual money is paid by someone else, usually to hide black money or avoid taxes. This law was originally passed in
1988 and later strengthened through amendments in 2016 to make it more effective. It gives the government the
power to identify, investigate, and confiscate benami properties. It also provides for strict punishment, including

fines and imprisonment for those involved in such transactions.

Benami Property

e Benami property is a property or asset that is bought in the name of one person, but the money for it is paid
by someone else. The person in whose name the property is registered is called the benamidar, while the
real owner keeps their identity hidden.

e Such arrangements are often used to hide black money, avoid paying taxes, or carry out illegal financial
activities. To stop this, the Prohibition of Benami Property Transactions Act clearly defines and bans such

transactions.
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e Benami property can include land, houses, buildings, as well as movable assets and financial investments. If

authorities find such property, they can seize it, and the people involved may face heavy fines and even jail.

About Benami Transaction Act

e The Prohibition of Benami Property Transactions Act is a law made to stop benami transactions and allow the
government to take over such properties without paying compensation. Although it was first passed in 1988,
it became much stronger after the 2016 amendment, which added clear rules, stricter punishments, and
better enforcement.

e A benami transaction happens when a property is bought in one person’s name, but the money is paid by
someone else to hide the real owner. This is often done to avoid taxes or hide illegal income. The Act aims to
stop these practices and promote transparency.

e« Main objectives of the Act:

o To completely ban benami transactions
o To prevent people from claiming rights over benami property
o To allow the government to confiscate such properties

o To punish those involved with fines and imprisonment

Benami Transaction Act Authorities and Enforcement

e The Prohibition of Benami Property Transactions Act sets up a clear system of authorities and procedures to
identify, investigate, and confiscate benami properties.

e Authorities Involved

o Initiating Officer: Starts the investigation and collects evidence in suspected cases.

o Approving Authority: Gives permission to proceed with action taken by the Initiating Officer.
o Adjudicating Authority: Examines evidence and decides whether a property is benami or not.
o Administrator: Manages and takes control of the property if it is confiscated.

o Appellate Tribunal: Hears appeals against the orders of the Adjudicating Authority.

o Appeals against the Tribunal’'s decision can be made to the High Court.
e How the Process Works

o Start of Inquiry: If the Initiating Officer suspects a benami transaction, a notice is sent to the
concerned person.

o Temporary Attachment: The property can be held (attached) for up to 90 days with approval from
the Approving Authority.

o Further Action: After this, the officer may continue the attachment and refer the case to the
Adjudicating Authority.

o Decision: The Adjudicating Authority reviews all documents and decides if the property is benami.

o Confiscation: If confirmed, the property is taken over by the government and managed by the
Administrator.

o Appeal: The affected person can appeal to the Appellate Tribunal and then to the High Court if

needed.
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Benami Transaction Act Penalty

e Imprisonment: A person found guilty can be sent to jail for 1 to 7 years.

e Fine: They may also have to pay a fine up to 25% of the property’s market value.

e Confiscation: The government can seize the benami property without paying any compensation.

¢ Prosecution: Both the benamidar (in whose name the property is held) and the real owner can be punished

under the law.

Benami Transaction Act Significance

e The Prohibition of Benami Property Transactions Act is important because it helps make property dealings
more honest and transparent in India.

e Prevents tax evasion: It stops people from hiding their income and avoiding taxes through fake ownership.

e Controls black money: It helps in identifying and seizing unaccounted wealth kept in the form of property.

e Improves transparency: It ensures that property records clearly show the real owner, reducing fraud.

e Strengthens enforcement: It gives authorities the power to investigate, attach, and confiscate benami
properties.

e Stops money laundering: It prevents people from using property deals to convert illegal money into legal
assets.

¢ Protects genuine buyers: It creates a fair real estate market by reducing fake ownership and fraud.

e Supports the economy: By reducing corruption and illegal wealth, it helps build a cleaner and more stable

financial system.

Benami Transaction Act Important Terms

Here are some key terms under the Prohibition of Benami Property Transactions Act explained in simple language:

e Property: This includes all kinds of assets like land, buildings, money, shares, or any valuable item. It can be
movable or immovable, physical or non-physical. It also includes any rights or benefits related to that
property and even the money earned from it.

e Benami Property: Any property involved in a benami transaction is called benami property. It also includes
any income or profit earned from such property.

¢ Benamidar: The person in whose name the property is registered, but who is not the real owner.
Sometimes, this can even be a fake or fictitious person.

o Beneficial Owner: The real owner of the property, the person who actually paid for it and benefits from it,
even if their identity is hidden.

e Authority: These are government officials appointed under the Act who have the power to investigate,

attach, and confiscate benami properties.

Also Read: Money Laundering

Benami Transaction Act Exceptions and Exemptions
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e Under the Prohibition of Benami Property Transactions Act, not all transactions are treated as benami. Some
genuine cases are allowed:

e Property in the name of spouse or children: If a person buys property in the name of their spouse or
child using known (legal) income, it is not considered benami.

o Official or legal arrangements: Properties held by government officials, legal heirs, or trustees in a
genuine and lawful manner are exempt.

e Property held by Karta of HUF: Property held by the head (Karta) of a Hindu Undivided Family for the
benefit of the family is not treated as benami.

e Genuine transactions with payment: If a person buys property in their own name and pays for it

themselves, it is a valid transaction and not benami.

UPSC CSE Prelims PYQ

1. With reference to the ‘Prohibition of Benami Property Transactions Act, 1988 (PBPT Act)’,

consider the following statements: (2017)

1. A property transaction is not treated as a benami transaction if the owner of the property is not aware of the
transaction.
2. Properties held benami are liable for confiscation by the Government.

3. The Act provides for three authorities for investigations but does not provide for any appellate mechanism.
Which of the statements given above is/are correct?
(a) 1 only
(b) 2 only
(c) 1 and 3 only
(d) 2 and 3 only

Ans: (b)
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