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e PERSONAL TAX

Taxpayers with reverse
mortgage loan get I-T benefit

I am currently working in India. Since | have got admission for
MBA in Singapore | will be moving there soon. Can | conlinue to
contribute to my PPF in India or should | close it? Whal will be

the tax implications? The account is two years old. | had opened it
when | started working. —HRISHIKESH KHANVILKAR

As per the prevailing laws, a person whose residential status changes
from Resident Indian 10 non-resident Indian is allowed 10 continue
his PPF account till its maturity,

Though, the situation may change as the govemnment in 2017 had
isswed a notification which provided thal PPF account opaned by a
resident who subsequently tums 1o non-resident, shall deem to be
closed from the date of change of residential status from resident

to non-resident. However, the sald notification has been temporarily
suspended by the authorities vide notification dated 23 February
2018 till the other notification is issued. Interest on PPF account shall
remain exempt irrespective of the residential status.

H I take a reverse mordgage loan on my house, is there any tax
implication? —MEGHRAS RAI

The Income Tax Act provides benefit to the taxpayers who obtain a
reverse mortgage loan, The transaction of morigaging asset under
such scheme shall not be regarded as transfer for the purpose of
charging capital gains tax. Also, the sums received by the taxpayers
a5 loan are exempt from the payment of taoc Thus, no tax implications
arise while taking reverse mortgage loans,

Clear your doubls with regand 1o personal tax
Send your gueries to personalfinanceddnaindia.net
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e PERSONAL TAX

Interest from PPF is tax exempt:
but on NSC, it is taxable

Lastyear | invested in ELSS for tax-saving but since this year
market is down | don't wanl to invest in stocks. Since | already
have EPF from my office, should | still inves! in PPF? And are NSC
and Kisan Vikas Patra also good to invest in? —WLIAY KADAM

Deduction under section 80C of the Income Tax Act 1961 (Act) can
b claimed to the extent of Rs 150,000 cumulatively for the items
specified in that regard, From the tax point of view, you may consider
to invest into PPF or N3G to an upper limit of As 1,50,000inclieding
employee's contribution to EPF. However, it may be noted that the
interest earned from PPF is correntty exempl from tax whereas
interest on NSC is taxable. Imastment in Kisan VYikas Patra does not
offer any tax benefit, Neither is the investment is deductible nor is the
interest earned tax free.

I will be retiring from BARC and will be shifting o a rented house.
Since my son is compleling his studies, we plan o slay in Mumbai
for a couple of years more. Can | claim tax exemplion on the rent |
pay as now | am not employed? —VENKAT RANGANATHAR

The deduction for rent paid may be claimed under section B0GG

of the Act within prescribed limits and prescribed conditions as
entailed in the section, A taxpayer who neither claims the benefit of
house rent allowance nor has claimed the deduction under any other
section of the Act, can claim benefit of deduction under the aforesaid
section. However, the taxpayer/ close relatives should not own amy
accommodation at the place where he resides’ carries out business/
duties or at any olher place where he is claiming the tax benefit for
the property as a self-occupled property.

Clear your doubls with regand 1o personal tax
Send your gueries to personalfinanceddnaindia.net
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Law silent on claiming capital
gains under both Sec 54, 54EC

Can | invest the money from sale of my howse partly inone house
and parily in the special bonds? Will | get tax exemption for both?
SRIKANTH REDDY

Section 54 of the Income-tax Act, 1961 (Act) provides exemplion

of capital gains from sale of property, if invested in another house
property. Similarty, section S4EC of the Act provides exemption of
capital gains, arising on the sale of long-1erm capital asset, if invested
in bonds notified in this behall, The examption under the aforesaid
sections can be claimed once conditions are fulfilled. Thus, the Act

is silent on simultanequsly availing exempion from a capital gain
arising from sale of a house under section 54 and section S4EC,
thereby paving way 1o claim exemption under both sections. The view
may find favour from appeliate authorities, but may get litigated by
tax officer.

My father lefi his house to my brother and me in his will. Since my
brother does not want the house, | will pay him money. | want to
register the house in my name. When | pay my brother money, will
he have lo pay taxes? Will | have to pay tax while registering the
house in my name? ABHISHEK SINGHAL

We undesstand that a sale deed will be executed between you and
your brother to transfer the property. You will not be reguired to pay
any tax on purchasing the property from your brother and oaly your
brother shall be liable to pay the fax on the capital gains anising to
him on sale of his share. You would be required to withhold tax @1%
under section 19414 of the Act while making payment. Howewver,
transfer of property &s & gift betwean relatives entails no tax [Eability.

Clear your doubis with regand 1o personal tax
Send your gueries to personalfinanceddnaindia.net
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Tax benefit on home loan from
employer is conditional

I am planning to buy a house and am planning 1o take a loan from
2 bank as well as my employer. Can | claim tax exemplion on both
loans? = TUSHAR SINGH

Taxpayers shall be allowed to claim deduction of interest on home
foans obtained from both bank and employer under section 24 of
the Income Tax Act provided the interest certificate is obtained from
both sources of loan, The principal repayment of loan from the
bank shall be allowed as a deduction under section B0C of the Act.
However, deduction of principal repayment of loan obtained from
employer would depend whether your emplover is covered under
the prescribed category of employers provided by the Act, Please
nofe that the aforesaid deduction in respect of interest and principle
repayment can be chimed only up to the limits prescribed by the
rESpective seclions.

My father has gifted shares to my daughter, who is a minor. It | sell
those shares whal will be the capital gains? Will | hawve to pay tax?
- RISHABH GUPTA

Under the Act, any incomee accruing to a mingr child shall also be
offered to taxation. However, such income is not charged to tax in the
hands of the minor but gets incleded in the income of such parent
whose tofal income is greater, except in the specified situations. In
your case, the capital gains shall be computed by reducing the sales
consideration with the indexed purchase cost of the shares incurred
by your father. Such capital gains will be included either in your or
your wife's income, whose income is greater and accordingly, o will
be paid by such parent.

Clear your doubls with regand 1o personal tax
Send your gueries to personalfinanceddnaindia.net
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Claim tax benefit for both home
rent and home loan

Can | claim both home rent and home loan benefit lor tax
purposes? | have a home loan for my own house but now | want to
shift to a flat closer to my office far which | will have to pay renl.
FIYUSH AGARWAL

Income-tax Act allows taxpavers to claim exemptions on investments
made and expenditure Incurred out of the total income. While
exemptions on principal repayment of home loan can be claimed
under Section 80C and interest payment can be claimed under
section 24b, Howse Rent Allowance exemption can be claimed under
section 10 (13A) of the Act.

If you have taken home loan for your house, but you live in another
house on rent, you can claim tax benefits on both. However, if both
houses are located in the same city, you will have to explain the
reason behind not living in your own house o your employer or
the tax authorities in case of any scrutiny, Like in your case, it is
commute time or distance of the houwse from your office.

I did not file tax last year as | had just started working. This year
can | file it for bolh years together? | have no tax to pay since |
have only salary-SAHIL SINGH

An individual ks liable to file Income-1ax retum (ITR) where his total
income liable to tax exceeds the basic amount not changeabde to
tax, that is, Rs 2,50,000. Hence, in case your income is within the
prescribed limit, there is no requirement for you to file Income Tax
return.

Clear your doubls with regard 1o personal tax.
Send your gueries to personalfinancedidnaindia.net
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For capital gain benefit on house
sale, time is the only condition

I I sell @ house in my name and invest the capital gain money in
the same financial year in the following three types of property
taken on loan by my son from bank - 1. The house/ flat in the name
of my son 2. In the name of my son and wile 3. In the name of
mysell, my son and my wite. What will be tax liability far me in the
above three conditions separately? The loan is taken by my son on
his own name. 5 K VERMA

As per the provisions of the Section 54 of the Act, if the assesses
invessts the income eamed by way of Long Tenm Capital Gain on sale
of a residential property in purchase of another residential house,

he can claim it exempt. The only requirement as per law is that the
assessee has to reinvest the gain amount within the stipulated time,
There is no requirement that the assessee should be the legal owner
of the new property, Many times the assesses ends up purchasing the
new property in the name of their close relatives - children, spousa,
etc. Though, the tax officers have in the past also raised objection

on edigibility to claim exemption for investment made in the name of
close refative instead of the assesses himself, However, Income-tax
Appeliate Tribunals have held in favour of the assasses. Hence in your
case also, you may take a position that the re-investment in the name
ol your sonfwife should be eligible for exemption ws 54 of the Act

| had opened my grandsons PPF accouni 10 years back. He has
now become NRI and the bank is nof closing the account. They
need an Aadhar to close il. My grandson does not have Aadhar.
What | can do to close his PPF A/CTSARD) KAKAR

You will have to comply with the requirements: of the PF authorities.

(lear your doubls with regard 1o personal tax,
Send your gueres to personalfinancedidnaindia.net
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No tax on NRE FD
interest if account
holder is a resident

outside India
¢ Is Non-Resident External (NRE) fixed
deposit (FD) exempt from tax?
— Nikhil Gonsalves

As per Section 10(4)(ii), interest income
eamed on NRE account isexempt from tax
if account holderistreated as a person
resident outside Indiaunder Foreign
Exchange Management Act (FEMA).Thus,
taxability of interest earned on NRE FD
accountwould dependon residential
status of account holderunderFEMA. Such
interestwould be exempt if account holder
isapersonresident outside India and
taxableif heis aperson resident in India in
accordance with the provisions of FEMA.

e lLinitiated EPF withdrawal without
filling form 15G and my PAN.As aresult,
34.6%taxwas deducted on total PF
amount. How can Iget tax refund?
—ManojRathor
Theamount deducted and deposited as
TDS bythe payer of consideration gets
reflected in the Form 26AS ofthe person

from whose income TDS hasbeen
deducted.In a casewhere
TDS deducted exceeds
< the tax liabilityofa
person for the year,such
ﬂ a person can claim
refund of such excess tax
whilefiling theincome-
INCOME | taxreturn,referringthe
TAX Form 26AS.Thus, TDS
' deducted by your

employer on PFwithdrawal would reflect
inyour Form 26AS andbasisthe same,you
canclaim refund of excesstax.

& CanmyNRIsontransfer¥15,000 per
month from his NROaccounttomyNRI
daughter'sNon-Resident Ordinary
(NRO) account to pay her mutual fund
SIPinstallment?

—Dolly Moga

Yes, transfer between two NRO
accounts ispermissible. And yes, aresident
can transfer same amountin her account
and thisis permissible subject to certain
conditions such as the transfereeand
transferor must berelatives in terms of
Section 2(77) of Companies Act.This
transfer will be treated astransfer overseas
and hastocomplywith the Liberalized
Remittance Scheme norms.

o IfIbuy a property for ¥801akh,do1
have to deduct 1% TDS?
—Nikhil Sood

Tax has to be deducted atthe rate of 1%
as purchase price exceedsthreshold imit
of%50 lakh. Tax isrequired tobededucted
at thetime of credit of such sum or
payment tothe seller,whicheveris earlier.
It to be deposited electronically through
challan-cum-statement in Form No. 260B
within seven daysfrom theend of the
month in which thededuction is made.

Thewriteris director, Nangia Advisors LLF.
Send your gqueries to
[fepersonalfinance@expressindia.com
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Gift of capital asset to
spouse is not
chargeable to tax

o land my wife jointly own aflatin
has received some proceeds from
selling a flat which was purchased by
her.I wanttosell the Mumbai flat to her
atmarket price by paying due
registrationand stampduty
Can I sell aflat to wife whoisalsoj pmt
owner of the property?
— Alok Sheopurkar

Yourwifeis a 50:50 ownerinthe flat,
but she did not pay any money forits
purchase. Nowyouwant tosell yourshare
inthe flat to yourwife at market price. Any
transfer of capital asset entails capital gain
chargeableto tax. However, gift of capital
asset to spouseis not chargeable totax.
Accordingly,if the purposeis to transfer
the ownershipofthe flat to yourwife such
that she becomes the 100% owner of the
said flat,you can consider gifting her your
sharewithout anyconsideration. The
taxability of the gift shall remain tax-free,

irrespective of thefactwhethershe has
fundedthe purchase ofthe flat or not.
e Ifapersonstartsa
? business of real estate
with ¥5-101lakh capital
ﬂ and hasno other
income source, will it
be considered business
income and charged
INCOME | underProfitsand
Gains from Business

~ and Profession(PGBP)
or charged under capital gain? Also, will
that be covered under Micro, Small and
—Ajaz Khan
Theindividualis startinga businessas a
proprietor, without forming any legal
entity,viz.,,company or LLP. Further, the
real estate purchased is done with the sole
purpose of resale. Thus, it isevident that
the individual shall be engagedinthe
businessof real estate trade. Hence the
provisions of PGBP shall be applicable.
Benefits of MSMEcan be claimed by
proprietors but only if the businessis
registeredas an MSME.

# My brotherworks with ashipping
companyinSingapore. He stays in India
forabout 100days. Will he be exempted
forpayingtax in India?
—DollyMoga

Ifhe isan Indian citizen working
abroadora memberofa crewonan Indian
ship,then heisconsidered as an Indian
resident ifhe stays in India formore than
182 days during that financial year. Non-
resident Indiansare subject to tax in India
only in respect of Indiasourced income
(that is,income received,accruing or
arisingin India or deemed to bereceived,
accrued orarisen in India). However,
incomewhich is received and earned
outside Indiais not taxable in India

The writer is director, Nangia Advisors LLP.
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