Centre notifies new ULIP taxation rules
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Cenire had said that high net:
worth individhuals were avadl -
ingg the tax henedlis miant for
small savers through ULIPs,
Allow ing such exenplions
in policles with a huge pre-
mibum delieats the legisative
Intemat ol ta bensefil, the L nson
ﬂn.m-ﬁrﬁlrrﬁmd.
Accordingly, the govem:
ment sought (o tax capital
gains from ULIPs with an
ammial preoiiam of sbove VLS
Inkh.
Acoording (o e pew nakes,
the difference between the
proceses s [rom the soherme and

Lonterm gars of stove 1 lakh wl be tanabie at 0%, while shoet-term
gainn on the hgh-premum ULPs wit e tased alafl rate ol B4 v

quently, the gap

between the

Long-term
gilns of sbove U
Naldy will be taxa-
hle at 1'%, while
ahwort onthehigh-
prembvrm ULIPswill be taved
at a fiat rate of L5%.

N rues werr i e

an the lishillity of collection of |

securitbes transacthon Lax on
such policies at the time of sale

LI.!F. a ml‘“l]l'
ancy, the

amended rules
nthe  .oocoribe form
24 as the annual
B rmeiurm for lnsur-
ance
that has (o be filed 30
Juni:.
Tax exemplion has heen
partially witlwkrawn for ULIPs

purchased after | February

|

2021, while STT will be levied
oy ol tramecscthons imespoctive
oif the purchase date, he said.

A niw Income ta rude, BAD,
hias also been introduced for
computing capital gains on
recherngation of UL umits pur-
chased after | Fobrunry 2021,
bt riot exemnpled under Sec-
e WIOOTH of the Income Tax
At

“With the tuww comprtation
mechanism in place, such
detalls of redemnption wall abu
b v ailatibe 11 the new anmaal
information statement. The
detaiks are available for gy
ers as well and this will get
auto- populatod (n lax returns
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Denlal of Lax bet or

Lange investenwents in ULIMs ia
not applicable in case of the
death of 1he insured.

T o ensaune that the ta bene-
fits from savings insiruments
mwmmmmmm
clary, the governmetnd
amended the rules apglicalle
1o provident funds, which sabd
Interest on Prond-
dent Fund and Yoluniary
Pronddent Fund coninbations
waf alsove T2 5 lakh in a financial
yearwill be toxable, effective ]
April 2021 For PF accounils
W there ks no employer
contributhon, the thoeahaold 1s
15 lakh.




Computation of capital gains under

ULIP: IT department

Proposal part
of Budget
announcement
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The Income. Tax Department
has notified norms for com-

!;nniun of capital gaing re-
&d to Unit Linked Insur.

ance Policy (ULIP)

Notification on  capital
Eains aims to implement FY
12 Budget proposal on ‘Ra
donalisation of taxation of
ULIP' It is pmpt:-nd to allow
tax exemption for maturity
proceed of the ULIP having
annual premium up to €25
lakh, However, the amount
recetved on death shall re-
main exempt without limit-

Ing the annual premium.
The cap of T2.5 lakh on the
prrn;hl:md ULIP shall
applicable only for the
policies taken on ﬁ?ﬂltrftb—
ruaty 1 202 Further,
provide parity, the non-ex-
empt ULIP shall be provided
with the same concessional
capltal gains Lax regime as
available ro the mutual fund.

UUIP premium

According vo Om Rajpurchit,
Drector (Corporate & Inter-
national Tax) with AMRG &
Associates, the discussion on
these rules was made In Sec-
ton 4518) of the Finance
Budget 2021, wherein the
amount received under a

unit{inked insurance policy
(ULIP) shall be taxable as cap-
ial gain, If the premium paid
rowards ULIP exceeds T2.5
lakh duning any previous
year wirt, policy issued on or
after Febroary |, 202

“The government through
this  notification  has
provided the :Hhinl.!m for
computation of capital gain,
wherein lhl.-;il.r:wﬂ!htg:'m-
puted on the basis of amount
received In excess of aggreg-
ate premium paid for the
first time and so on,” he sald.

atsan, Tax Leader with
Nangla Andersen LLP, a new
Income Tax Rule 8AD has also
been inserted to provide for
the non mechan-
Ism for the galns from ULIP
redemption which were pur.
chased after February 1, 202
and not exempted under sec-
tion 10{10D) of the Income
Tax Ace.

"With the new computa-
tion mechanism in place,
such details of redemption
would also be available in the
new AIS (Annwal Information
Statement) ther the de-
tails are avallable for the tax
payer as well and would get

CS norms

notifi

auto populated in the tax re
turns as well, going forward.”
he zaid,
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Computation method
The neodification has pre
scribed two situations for
computarion of capital gain -
on¢ when the amount is re-
celved lor the firet time and
one when recelved after that,
Explaining this, Sandeep Se
L, Partner- Tax with AKM
1, the newly Introduced
Rule 8AD, in line with the ex-
pectations, prescribes the
calculation of capital gains
to tax the bonus recetved on
ULiPs

On a Rrst-time receipe, the
difference  between  the
amount of recelpt and
premiuvms pald till that dage
would be taxed. On a Later re
celpt, the bonus taxed earlier
and premlums considered
earlier would be excluded
and the gains shall be calcw
lated accordingly.

*The intendon behind
bringing ULIPs to the tax net
through capital gains for the
policies lssued on or after
February 1, 2021, was fo
provide a level plaving field
for mutual lunds and insur-
ance companies selling ULIPs
&5 lnvestment product where
premiums payable for any of
the years during the term of
the policy exceeds €2,50,000.
The method to determine the
taxability of such ULIPs was
awaited, which is clarified
now” he said, ;




