ANNUAL MEDICAL CHECK-UP EXPENSES TO BE EXEMPT FROM I-T

In a major relief to employees, the Government has said they would no longer have to pay income tax on money drawn from welfare funds for annual medical check-ups.

The Central Board of Direct Taxes (CBDT) has issued a notification in this regard. As per the notification, no income tax will be levied “to meet the cost of annual medical tests or medical check-ups of the member, his spouse and dependent children” if money is drawn from the welfare fund to meet the expenses.

Earlier, only cash benefits to a member of the welfare fund on superannuation, illness (including spouse or dependent children), or towards education of dependent children were exempted from income tax.

Exemption from taxation is granted under section 10 of the Income Tax Act. The latest exemption has been given under a clause that deals with income received on behalf of a fund established for the welfare of employees or their dependants.

Also, earlier this year, the government had withdrawn a proposal to impose 5 per cent service tax on services provided by air conditioned hospitals of more than 25 beds and on diagnostic services.

IS DIVIDEND TAX RECEIVED ON MUTUAL FUND (MF) UNDER MONTHLY INVESTMENT PLAN OR EQUITY ORIENTED MF TAX FREE? WHAT IS THE TAX LIABILITY IF MFS ARE HELD FOR LESS THAN A YEAR AND MORE THAN 1 YEAR? 
Dividend income from MF is exempt from tax irrespective of receipt from monthly investment plan scheme or equity-oriented MF. Taxation of capital gains from redemption of MF depends on the dividend being equity oriented and the period of holding.

If the units are sold after more than 12 months from the date of investment, the capital gains are long term. In case of equity oriented MF, where Securities Transaction Tax (STT) is paid on such LTCGs, the dividend is exempt from tax. If the holding is not for over 12 months, the capital gains are short term. Under such cases if STT is paid at sale, the dividend is taxable at 15.45 per cent (including education cess) in case of equity oriented MF.

In case of other MF investment — debt, liquid, ultra short term — the LTCGs are taxable at 10.3 per cent (including education cess) if indexation benefit is not claimed. If indexation benefit is claimed, the taxable rate will be 20.6 per cent (including education cess).

Short-term capital gains are taxable at maximum marginal rate as applicable to the individual.

My late husband and his two brothers have a large landed property in Kochi. The property was inherited by them from their late father who had acquired it through partition of his joint family property (matriarchal system). The joint family acquired large tract of landed property over 300-400 years ago.
The two brothers and I are now planning to sell the property. What will be the tax (wealth and IT) impact on the sale consideration received by each one of us? Will depositing the funds in infrastructure or NABARD bonds reduce the tax liability? Can we buy residential property for self-occupation and claim tax exemption? 
Presuming that the property has been inherited by the respective brothers in their individual capacity and not as a Hindu Undivided Family, the gains from sale of the land would be taxable as capital gains for each of the individual for their respective share. In case of inheritance, the period of holding will be counted from the date of acquisition of the property by the original owner. As the property has been held for more than 36 months, the resultant capital gains will be termed as long-term capital gains (LTCGs).

A capital gain is the difference between the net sales proceeds and the indexed cost of acquisition. The cost of acquisition will be the cost for which the original owner acquired the property as increased by cost of improvement made subsequently.

As the property has been acquired before April 1, 1981, you would have the option of taking cost as the actual cost of acquisition or Fair Market Value of the property as on April 1, 1981.While computing the LTCGs, the cost of acquisition needs to be appropriately indexed. Such LTCGs are taxed at the rate of 20.6 per cent (including education cess).

You can save tax on capital gains by investing in new residential house (provided you do not hold more than one house other than the new asset) or investing in specified bonds within a prescribed time limit (up to Rs 50 lakh). In case of investment in residential house, the deduction is restricted to lower of the amount invested in new asset or capital gains from transfer of old house.

This deduction is allowed if you purchase new house within one year before or two years after the date of transfer of the old house. In case of an under-construction house, the construction needs to be completed within three years from the date of transfer of the old house. The new house should not be sold within three years else the deduction gets revoked.

Where you are unable to make the new investment by the due date of filing the tax return, deposit the money in the Capital Gain Account Scheme with a prescribed nationalised bank to claim deduction.

In case you propose to invest in bonds (issued by the National Highways Authority of India or the Rural Electrification Corporation) ensure that the investments are not redeemed for three years to get deduction.

There are no separate wealth tax implications on sale of land. However, during the period of holding of land it is an asset liable for wealth tax.

You can save tax by investing up to Rs 20,000 in long-term infrastructure bonds or up to Rs 1 lakh in Nabard bonds under section 80CCF and section 80C, respectively.

Source: The Hindu Businessline
