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16.11.2021 

 
SUGGESTIONS FROM THE FEDERATION OF HOTEL & 

RESTAURANT ASSOCIATIONS OF INDIA FOR BUDGET 2022-23 
 

S
N 

 
Issue 

 
Recommendation  

 
Justification  

1 Inclusion of hotels and 
tourism related sectors in 
National Infrastructure 
Pipeline 

  Inclusion of hotels and 
tourism related sectors in 
infrastructure projects listed 
in the National Infrastructure 
Pipeline (NIP) set up by the 
Development 

  Financial Institution (DFI) by 
the Ministry of Finance, 
Government of India for 
promoting infrastructure 
funding. 

 

We request that the projects 
required to augment the 
Tourism Infrastructure in terms 
of hotel guestrooms, 
convention and exhibition 
centres, airport infrastructure, 
roads, last mile connectivity 
between popular tourist centres 
etc., be included in the list for 
funding apart from the 7400 
infrastructure projects already 
identified. 
 
This inclusion will enable the 
hospitality sector which is 
struggling for survival due to 
Covid pandemic, to avail funds 
with extended repayment 
periods and at a low rate of 
interest. 

2 Modify the present criteria 
for hotels for 
infrastructure funding that 
they are eligible only if 
they are developed in 
cities outside a population 
of 1 million.  
 

  Hotels are already included in 
the harmonized master list of 
sub sectors of social and 
commercial infrastructure as 
per the notification issued by 
the Ministry of finance dated 
8th October 2013.  

 
The following modification is 
suggested in the said 
notification:  
 
“Three star or higher 
category classified hotels 
located with a project cost of 
more than Rs. 50 crores each 
in any place in India and of 
any star rating. Eligible costs 
exclude cost of land and 
lease charges but include 
interest during construction”. 

 

The criteria of population of 
under 1 million would be too 
restrictive and as per the 
Census of 2011, only 53 cities 
are above the population limit of 
a million persons. If this rule 
were to be applied, the number 
of hotels, resorts, paces of 
cultural interest and other 
locations with a population less 
than 1 million would be very 
small in number. 
 
Many historically important 
cities in the country are having 
population of less than 1 million  
Only and therefore this clause 
is a big disadvantage for 
promotion of budget hotels in 
India.   
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This modification would enable 
a substantial number of hotels 
to be eligible to avail the 
benefits of infrastructure 
lending as hotels under the 
social and commercial lending 
definition. 

3 Deduction u/s 35AD - 
Proposed withdrawal of 
various incentives under 
Income Tax Act 
 

Deduction u/s 35AD should 
be continued to incentivize 
investment in Hotel Industry. 
Weighted deduction to the 
extent of 125% of investment 
in Hotel Industry including 
land cost should be allowed 
against taxable Hotel 
business profit for further 
period of 5 years. 

Hotel Industry has been badly 
hit due to unprecedented 
pandemic. Revenue and 
Occupancy levels have 
dropped significantly as 
compared to pre-COVID period 
and profitability has been 
lowest in past several years. 
 

4 Allow Carried Forward 
Business Losses that can 
be done only up to 8 years 
presently to 12 years.   
 

Most of the Hotels have 
carried forward business 
losses and the same were 
expected to be set off in the 
next few years with the surge 
in occupancy and ARR. The 
profitability of the Hospitality 
industry is severely impacted 
with the unprecedented 
pandemic conditions. Most of 
the hotels are expected to 
post business losses for next 
few years. This may result in 
hotels not be able to set off 
past business losses in a 
period of 8 years which could 
adversely impact cashflow 
and ROI of hospitality 
industry. Hence Business 
losses should be allowed to 
be carried forward from 
existing 8 years to 12 Years.   

Hotel Industry is long gestation 
industry and incurs business 
losses in the initial years of 
operations. The Business and 
profitability improve after few 
years of operation.    
 

5 Allow the hotels to avail 
the SEIS/ EPCG benefits 
without any capping and 
rate reductions  
 

1) Profitability and 
Cashflows of the Hotel 
Industry have been 
severely affected due to 
unprecedented pandemic 
and hence SEIS 
entitlement for hotel 
industry should be 
increased to 10% of net 
Foreign Exchange 
earnings for next three to 
five Financial Years. 

2) To accelerate and 
incentivize all-round 
development of Tourism 
infrastructure catering to 
foreign tourists, fiscal 

The hospitality industry is 
facing an existential crisis due 
to lockdown and the ongoing 
pandemic. The sector is relying 
heavily on the support and 
favourable policies of the 
government for its recovery. 
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incentives in the form of 
SEIS certificates and 
import against EPCG 
should be continued for 
the near future.   

6 Waiver of Secondary 
Condition with Regard to 
Average Foreign 
Exchange Earnings under 
EPCG Scheme 
Retrospectively from FY 
2007-08 onwards 
 
 
 
 
 
 
 
 
 
* In view of the bad 
economic situation post 
pandemic, more relaxations 
should be granted to the 
hospitality industry in 
respect to the EPCG norms  

Waive off the    secondary 
condition from FY 2007/08 
onwards thereby granting the 
much-required relief to the 
hospitality industry, 
especially since there is no 
factual loss to the 
Government exchequer on 
account of this relief 
measure.  

 

Hotels under Service Sectors 
witnessed high decline in 
business scenario post 2007. 
Occupancy dropped by 20% to 
40% and forex earnings 
continuously declined due to 
acute recession, terrorist 
attack- 26/11 scenario resulting 
to drastic drop in international 
tourist arrivals. In view of 
decline in business Year on 
Year most of hotels managed to 
fulfil specific EO, however 
annual average over and above 
EO could not be maintained 
practically. The decline of 
foreign exchange earnings 
during this period had been in 
excess of 5% on a year-on-year 
basis and the same had been 
highlighted through our earlier 
representations to the DGFT.  

7 Extend Timeline for Export 
Obligation under EPCG 
Scheme and grant Export 
Status to the Hospitality 
Industry  
 

In view of the volatile 
economic environment 
created due to Covid 
pandemic, timeline for 
meeting export obligations 
should be extended by at 
least 4 years for all the EPCG 
licenses which has EO period 
falling between February 
2020 onwards. 
 
 
Granting of Export Status to 
hospitality Industry with tax 
incentives and benefits would 
enable the sector to be more 
competitive and help the 
sector to jumpstart its growth 
to the next orbit.  

The EPCG scheme allows 
import of capital goods 
including spares at zero duty 
subject to an export obligation 
of six times of duty saved on 
capital goods imported under 
the scheme, to be fulfilled in six 
years. 
 
Foreign Exchange earning of 
the hotel industry have been 
impacted due to 
unprecedented pandemic and 
restrictions on travel by many 
countries. This is leading to 
non-fulfilment of export 
obligation for pre-Covid capital 
goods imports and consequent 
penalty on hospitality industry 

8 Treating the   payments 
made by foreigners in 
rupees in hotels as foreign 
exchange earned for the 
purpose of EPCG scheme.  
 
(This is already allowed 
for transport operators)  

Foreigners coming to India 
and staying and spending in 
hotels should be deemed as 
foreign exchange earned by 
hotels for the purpose of 
EPCG Scheme.  

 
Treat this at par with 
merchandise exports of 
hotels & resorts and extend it 

To enable the investments into 
developing more global 
markets, it is requested to 
declare foreign exchange & 
deemed foreign exchange 
earnings from hotels & tourism 
as export earnings.  
 
Additionally, it is roughly 
estimated that each foreign 
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an export and deemed export 
status to promote exports of 
hospitality services.  

 

tourist moves across 2.5 Indian 
states, and stay at hotels & 
resorts and go through other 
experiences and spend their 
foreign currency or their 
converted foreign exchange. All 
such hotels & resorts and 
services which accept payment 
from such foreign tourists 
should be deemed as exports 
too. 

9 
 
 

Special emphasis for 
promoting meetings & 
conferences at hotels in 
India in view of the huge 
damages happened due to 
Covid  

A. Special tax exemptions 
  
Certain incentives should 
be offered to corporates if 
they organise meetings & 
conferences at hotels in 
India. This may include 
giving partial or full tax 
exemptions on the 
expenses incurred, during 
the computation of 
income. 
 

B. To discourage 
corporates from 
organizing meetings & 
conferences abroad. 
 
The expenses incurred by 
the corporates for 
meetings & conferences 
abroad SHOULD NOT be 
considered as business 
expenditure (it can be 
disallowed while 
preparing a Profit & Loss 
account.) 
 

C. To encourage 
international corporates 
to hold MICE events in 
India. 

 
Certain incentives like 
free visa on arrival may be 
given to the participants.  

A. This will encourage the 
corporate to hold meetings 
& conferences at hotels in 
India along with being 
mutually beneficial for 
corporates & hotels at large. 

 
 
 
 
 
 
 
B. This will discourage MICE 

events abroad and help in 
conserving the foreign 
exchange while boosting 
the sales of domestic 
hospitality businesses. This 
will also help generate 
employment. 

 
 
 
 

 
 
 

C. This will encourage foreign 
corporates to conduct MICE 
events in India and help 
boost the sales of domestic 
hospitality business.  

1
0 

Granting Infrastructure 
Status to the hospitality 
industry   
 

Classify hospitality under the 
RBI Infrastructure lending 
norm criteria for access to 
long term funds to enhance 
quality accommodation 
supply and therefore 
stimulate higher global and 
domestic travel demand.  

 

Currently hotels built with an 
investment of Rs.200 crores or 
more have been accorded 
infrastructure status.  This 
threshold has to be brought 
down to Rs.10.00 crores per 
hotel to give fillip to budget 
segment in hotel industry.   This 
will enable hotels to avail term 
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loans at lower rates of interest 
and also have a longer 
repayment period. 

1
1 

Granting Industry Status 
to the Hospitality Industry  
 

 
 

 

Accord industry status to 
hospitality industry and set 
up a corpus fund to 
incentivize all states to align 
their policies and set off any 
losses that may occur due to 
its implementation.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Though industry status has 
been accorded to hotels by 
many state Governments, the 
incentives and privileges 
associated with an industry are 
never conferred to the industry. 
   
It is thus requested to classify 
the hospitality sector as an 
industry across the country and 
create a corpus which 
compensates states from any 
notional loss. The lower cost of 
operations spread over a 
higher payback period will 
reduce the cost of our supply 
which will boost demand 
and through a higher inflow of 
both foreign and domestic 
tourists will boost further 
confidence in capex spending 
in tourism and will thereby add 
to structural employment 
growth across our hinterlands. 

1
2 

Placing Tourism & 
Hospitality on the 
Concurrent list of the 
Constitution 

Placing Tourism in the 
Concurrent List of the Indian 
Constitution for effective 
legislation to make tourism 
into a national agenda.  
 

Once the tourism, & hospitality 
is declared as an industry by 
the centre and put on 
concurrent list it will also 
incentivize all states to align 
their policies. 
 
It will ensure better 
coordination between the 
centre and state for fund 
allocation and implementation 
for projects and programs 
aimed for the holistic 
development of tourism sector 
in the country.  

1
3 

Special Tax Incentives for 
Domestic Travel  

A. Allowable tax deductions 
in the IT returns of 
individuals and corporates 
for expenses made for 
travel within India.  
 

B. Review the decision to 
introduce LTC cash 
vouchers in lieu of LTC 
fare to the Central 
Government employees.  

The prevailing conditions post 
pandemic, strongly demands 
some facilitative measures 
from the Government to 
provide enough incentives to 
encourage the 28 million plus 
people who travel out of India, 
in the pre-pandemic period to 
stay back and holiday in India 
so that the tourism & hospitality 
industry could stand on its feet 
and survive.  

 


