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Honey, I Blew
the Tax Benefits

Taking a joint home loan could help optimise the amount of loan as well as the tax benefits

SMART
BANKING

nita and Raghu were tired
A{:f moving from one rent-

ed flat to another. They
were keen to buy thelr own
house, but not sure it they would
get a large enough loan for a de-
cent house in their city Every
time they discussed the house,
they invariably spoke about how
they could pay the EMI instead of
the rent and about how they
couwld save on Income tax, When
they approached their bank, they
were Ln for a pleasant surprize.

GO-OWNERS AND GO-APPLICANTS
The bank official told them that
they could apply for a joint home
loan. The home loan is given
against property and if they
owned the property together,
they can apply for the loan to-
gether too. Since both of them
were worklng and having a
steady income, the hank looked
at thelr combined eligibility and
agreed to give them a higger
lpan. Thelr dream house now
seemed within reach.

TAX PRINCIPLES

Anita and Raghu went to their
tax consultant fo understand
how they could clalm the tax
bhenefits, They would hold the
property and loan jolntly, but

they filed their income tax re-
turns Indlvidually after all. The
consultant told them that the ba-
sle principle was that tax deduc-
tion depended on loan repay-
ment. [f both of them repald the
loan, then both of them were eli-
glible for the tax deduction.

Every assessee (person paying
the Income tax) can clalm up to
Rs.1 lakh a year on the principal
repavment and up to Rs.1.5 lakh
on the interest repayment on
their home loan. Both Anita and
Raghu could claim the deduction
for what they paid towards the
joint loan.

BASIS OF APPORTIONMENT

Anita and Raghu would hold the
house and the loan together So,
what is the basls for splitting the
loan repayment? Anita and
Raghu declded on a 50:50 ratio.
The tax consultant asked them
to enter Into a simple loan shar-
ing agreement on a stamp paper,
In the agreement, they stated the
amount of loan, the sharing ra-
tio and agreed to pay thelr part
of the loan, The repavment of
the loan will have to be accord-
ing to the agreed sharing ratio of
A0:50. Anlta would pay slx EMI
cheques in a vear and Raghu
wolld pay the remalning six,

REPAYMENT CERTIFICATE

Anita and Raghu now ap-
proached the bank for a certifi-
cate to claim the tax dedue.
tions. The bank would issue
one certificate for the Jolnt
Inan, showing that Raghu and
Anita as the Joint loan appli-
cants. However, it would not get
Involved with the sharing
agreement and rafio between
the two of them. A repavment
certificate would be issued, for
tax purposes, at the end of
pvery vear, The certificate
would show how much of the
principal and how much of the
interest was repaid In that vear,
to help them claim the tax ben-
eflt under each head.

CLAIMING THE BENEFIT

Raghu and Anita would submit
thelr Income tax return with a
copy of the repayment certifi-
cate and the sharing agree
ment, If the interest paid ina
year was Rs. 3 lakh, Anilta
would claim half of it and
Raghu the remalning half. If
the principal paid in a year was
Rsa. 1 lakh they would split that
in their sharing ratio of 50:50
and claim the deductlon in
their income tax returns,

GET SET KNOW CONTEST
100 holideys to e wor,

Ousstion
If a couple repay a homs loan togather,
thin tax deduction can be claimed by

Answar
A, Either the Fushand or wife

B. Tho one who repays most of the oan

& Esch of tham depanding on actual
FRpEy Nt

ADVANTAGES

Anita and Raghu are individual-
Iv eligible for the home loan and
the tax beneflts on its repay-
ment, Since they decided to use
the benefit for a single property
they would jointly own, they
were able to take a joint loan.
They were able to afford a bigger
loan and as a family, able to geta
better tax benefit, They turned
out to be really smart borrow-
ers, didn't they?
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{Tax retes mentioned bereln are subjees o
change amd vevision by the government
Thes tax information gven heeeln 15 gepnes
Al in nature amd ies applicaiility can vary
For wour spaneific situatbon, plesse ecnsuli
wolnr ehartered peenuntant @y oonsull-
ant/ financial adviser)

Kindly send us your
suggestions and comments by
visiting the “Email Us"
link at www.icicibank.com

Borrowing Lo ul',r a house is not as big
itis

in India as across the world,
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Who can be a co-appli-
cant to a home loan?

A co-applicant should
also be a co-owner of
the property and be in-
dependently eligible for
the loan, according to
the terms of the lender,

Can a wife who does
not have a full time
employment, be eligi-
ble for tax deductions
applicable to a home
loan?

As long as she has an
independent source of
income and is a tax pay-
er, she can repay part of
the loan and be eligible
to claim the tax bene-
fits.

Can a couple split the
monthly EMI and pay
from their individual
bank accounts?
Several banks do not
accept two cheques for
the same EMI, The pay-
ment for few months
can be made by the
wife and for few
months by the hus-
barnd.

Can the tax deduc-
tions be claimed even
if there is a default on
the EMIT

Repayment of the lcan
is the basis for the tax
deduction. Therefore
only the amount of
loan repaid, as per the
repayment certificate, is
eligible for tax deduc-
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