What happens if possession of Flats gets delayed beyond 3 Years? 
 

What is the Income Tax rule if my apartment possession gets delayed by more than 3 years (from the date I take the loan)? 
Section 24 of the I T Act is for deduction of interest from house property income. What ever interest is paid is allowable in case the property is not self occupied i.e. it is rented. However, in case of self occupied property, there are two provisos under section 24 which restricts allowance of interest from house property income which will otherwise be taken at nil value. These proviso states 

'Provided that in respect of property referred to in sub-section (2) of section 23, the amount of deduction shall not exceed thirty thousand rupees: 

provided further that where the property referred to in the first proviso is acquired or constructed with capital borrowed on or after the 1st day of April, 1999 and such acquisition or construction is completed within three years from the end of the financial year in which capital was borrowed the amount of deduction under this clause shall not exceed one lakh  fifty thousand rupees.”
In simple words, if acquisition or construction of the property is not completed within three years from the end of borrowed capital, and the property is self occupied i.e. it is not rented, and then you will get deduction of Rs 30,000 only and not Rs 1.5 lacs. 

The whole issue -whether the possession is construction or acquisition -, is a matter of facts and related circumstances .You have stated in your question regarding delay in getting "possession' .The word possession is different from acquisition and construction. Therefore, if construction is completed or acquisition is complete as per terms of Transfer of property Act, I feel you should obtain a completion or acquisition certificate .Then, even if possession is delayed, you may claim deduction up to Rs 1.5 lacs.

However, if construction or acquisition is not completed within three years of capital borrowings, maximum deduction allowable under section 24 from house property can be Rs 30, claimed.

