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INCOME UNDER THE HEAD OTHER SOURCES

Section 56 Basis OF Charge (\ntomes Lovuee) VIR 0&)

1. Any income which is not charged under any other head is charged under this head.
2. Following incomes are always charged under this head.

a) Gifts; — From Unceloks| preson.

b) Dividend; > (RYPT0 LORREMEY (\u&rm: Lg\mmc.

c) Lottery, Betting, Gambling or any other casual income.; ™ PLuAP
d) Rent of Plant; | Furaiture o ‘«\hnc‘s 1, o
. LI Qthen Loucea
e) Income from owning and maintaining race horses. — tTuOo FARN
f) Family pension less (1/3rd or ¥ 15,000/25,000 - whichever is lower).

g) Maturity proceeds of keyman insurance policy Received by Legal Hier.

Deg [bonds «-{-Security Held As SIT Income Under The head PGBP

Security Held As Investment Income Under The head Other Sources
Interest on Post Office Savings Bank A/c Upto Rs. 3,500 in case of Individual A/c; &
Upto Rs. 7,000 in case of Joint A/c is exempt as per section 10(15).
i) Director’s Fee

m MP’s/MLA’s salary;

Mok'- Owhing & Masntouning of- Acimcls

k) Rent from vacant land;

Mot keo y Any ot

Qovt t I) Income from subletting; ?L“J'“Lm 92 \'::\c\
-~ Mo m) Royalty — PR RIUNKT To VAC TRIMR 0 W0y B [ —
Y

Ek- €€ Rulehor) Examinership remuneration Lovres rune.

J 0) Insurance commission > AUENT 0¢ Tny. to.
S°‘“"“ X p) Agricultural income from agricultural land situated outside India
oy q) Interest on delayed refund of income tax |t>r |faay YA
1PR— laR\ectvo\ Propecty Right
Casual Incomes

ot purtin X,
e Taxable @ 30% + SC (if any) + 4% HEC on tax u/s 115BB win @ — 0%,
¢ No deduction for any Expenditure incurred shall be allowed.

* No Deduction under chapter VI-A Shall be allowed and also no loss is allowed to be

adjusted with this income.  —» Ded. V|3 §0¢ 8oV onuy torvel
¢ Adjustment of unexhausted Basic Exemption Limit is also NOT ALLOWED }"““”“"
* GROSSING UP of Winning from Lottery/Interest on securities: neL X,

If Net Amount is given, it shall be grossed up. Tax will be levied on Gross Income.

Gross Amount = Net Amount = [1 - Tax Rate]
¥ ReboG 81A = Aoweny -‘m«v\ Yox oa (osvol lawan

Illustration 1

Mr. X purchased one lottery ticket of ¥10,000 and there was a winning of ¥ 12,0&&. He
R
Tex 0012 @ I0°le  X,40.000
+ u*)e

Tox. \\ou\\m\ —> 3,Ty,u00
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has no other income. Calculate his tax liability

Interest On Enhanced Compensation
L top: Lioin «
e Taxable in PY of Receipt;
e 50% of Receipt is Deductible u/s 57.
e Hence only 50% amount shall be chargeable to tax.

lllustration 2

Interest on enhanced compensation received by Mr. X during the previous year 2024- 25 is
5,00,000. Out of this interest, 1,50,000 relates to the previous year 2017-18, 1,65,000 relates
to previous year 2017-18 and 1,85,000 relates to previous year 2019-20. Discuss the tax
implication, if any, of such interest income for A.Y.2025-26

Taxability Of Gift

e Any gift or benefit arising from business or profession shall be taxable under head
PGBP — Ste¢: 28 A—vvu\ C!\‘\' “-COM hient |wrvomen —> Lusnne s ?uou.

e Any gift received by EE fromER shall be taxable underhead Salaries.
e Other Gifts are taxable as follows:

A. Money Gift (AsH| Ctheague | Droft| de: Caad [ L Cond | Mer baakyng,
Aggregate Money Gift Received Exceeds Rs. 50,000
Yes No
Entire Gift Is Taxable Not Taxable

B. Gift Of Movable Property

i. Without Consideration

Aggregate FMV Exceeds Rs. 50,000
Yes No
Entire Gift Is Taxable Not Taxable
i. Inadequate Consideration — (0031 fosd \ownn Wea FHV. (Biwont)
Aggregate of (FMV - Consideration Paid) Exceeds Rs. 50,000
Yes No
Aggregate (FMV - Consideration Paid) is taxable Not Taxable
Movable Property Includes
a) Shares & Securities e) Painting
b) Jewellery including Bullion f) Drawing
c) Archaeological collection g) Any Work Of Art
d) Sculptures h) Virtual Digital Asset (("\\‘?"9 m'““&\\
« biteoia

Mok~ Assck Lugt —> Mok 0 lopitel Aner — then Uift Hor ToxesW T hoado

v} Retrpunt g] (,u'\- st Rur ol Aq«n‘m\\on load— Mot o (o")wo\ Aroer
. u\r\r &  RAL— Nov Toxoble.
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. Gift Of | leP t
C. Gift Of immovable Property — L8 cpV= g\-ou? duC\‘ Volue (Lout decioreey

\
i. Without Consideration elue -‘for L"\)

SDV Exceeds Rs. 50,000

Yes No
Entire Gift Is Taxable Not Taxable
Mok’ Here lndividue) Uiy [o Asresded Siperohiy e Agqve qe0 lonttptr Mot
ii. Inadequate Consideration Armat fosd lowen Haca CON. oppYy fo LI Mnft
Rotn Coadihioa SDV Exceeds 110% Of Consideration Paid
Soho‘h‘ ‘} &
(SDV - Consideration Paid) Exceeds Rs. 50,000
(Yes) No
(SDV - Consideration Paid) is taxable Not Taxable
N_o_|_<‘-,- Amount & UNFT Texeble I> ntluded) In (OA q Asrer Recey In Uy
Exceptions
1. Received under a will or inheritance.
\m¢ " 5. Received on the marriage of individual.
3. Received from any relative —> on Ay 0tea ss1on [Aay Amar — Rlw axge_Mox_Texabl
" 4. Received in contemplation of death of the payer.
Reod 5. Received from registered charitable institute reg u/s 12ab, hospital, medical institutions,

— university or educational institution reg u/s 10(23¢c). A'®©] LRkANMT
6. Received from any local authority u/s 10(20).

Meaning Of Realtives
A For Individual
i. Spouse of the Individual
ii. Brother/sister of the Individual
iii. Brother/sister of Spouse of Individual

iv. Brother/sister of either of Parents of the Individual

V. Lineal Ascendant/Descendant of the Individual.

vi. Lineal Ascendant/Descendant of Spouse of the Individual
vii.  Spouse of any of the persons referred earlier

B. For HUF - Members of HUF are Relatives.

Example 1
Compute the Gift Taxable
Property FMV Consideration Paid Grer
Jewellery 1,50,000 1,28,000 22000
Drawings 75,000 70,000 Swo00
Sculpture 95,000 1,00,000 -
Car 5,70,000 5,10,000 -
Shares 95000 70,000 25009,
Ac‘c‘ c““- SQiooo

Toxe ste
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Example 2

Vaibhav received following Gifts from his Mitra & Mahila Mitra on his birthday :-

e Diamond Ring from Mahila Mitra (Mou: prop-) = ¥ 95,600 (FMV) —> Te <.
e Cash from his friend Jaggu (Monuy tift) = ¥ 15,000

e Land and Building from his friend Mangu (Inaa ?tog)= ¥ 51,000 (SDV) — Tox .

e Vaibhav also purchase painting for ¥ 61,000@0(FMV = 90,000) to provide as return Gift to
Mahila Mitra. ~ Mov. prop: Unfr For T)A tonaie) = FHV-toard.
Show tax implication in hands of Vaibhav. QoK - 61K = 29000 — Mot Tex.

Example 3

Roman purchase land from Jaqat on 15/07/24 for ¥7,00,000 having SDV of ¥10,00,000
Jagat purchased this land on 01/01/24 for ¥6,00,000.

Show Tax implication in hands of Jagat & Roman.

Example 4

Mihir purchase 1000, 10% debenture of A Ltd. from Karan on 15/7/24.
Company pays interest for 6Month each on 30/9 & 31/3 every year.
Calculate interest taxable in hands of Mihin.

Example 5
Suppose in above example, Mihin purchased debenture directly from company on 15/7/24.

Shores (81 T)— PP
lllustration 3 Hw \qiy
Mr. X, a dealer in shares; received the following without consideration during the P.Y.2024-

25 from his friend Mr. Y
‘/./ Cash gift of 75,000 on his anniversary, 15th April, 2024.
vz./ Bullion, the fair market value of which was 60,000, on his birthday, 19th June, 2024.
j A plot of land at Faridabad on 1st July, 2024, the stamp value of which is 5 lakh on that
date. Mr. Y had purchased the land in April, 2016.
Mr. X purchased from his friend Z, who is also a dealer in shares, 1000 shares of X Ltd.
@ 400 each on 19th June, 2024, the fair market value of which was 600 each on that
date. Mr. X sold these shares in the course of his business on 23rd June, 2024.
7" On 1st November, 2024, Mr. X took possession of property (building) booked by him
ti:;;ars back at 20 lakh. The stamp duty value of the property as on 1st November,
20

2¢was 32 lakh and on the date of booking was 23 lakh. He had paid 1 lakh by cheque
as down payment on the date of booking.
Compute the income of Mr. X chargeable under the head “Income from other sources’” for
A.Y.2025-26.

lllustration 4 — HwW 20\
Discuss the taxability or otherwise of the following in the hands of the recipient under

section 56(2)(x) the Income-tax Act, 1961
1. XHUF receive cash from niece of Mr. X (i.e., daughter of Mr. X’s sister). Mr. X

is the Karta of theHUF.

% Koata >Lik %
d T- Moa - Relehue
01\\01 S HOE Henas e Chid X . -

Gy il
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2. Miss. X, a member of her father’s HUF, transferred a house property to the HUF
without consideration. Thé stamp duty value of the house property is 9,00,000.

Mr. X received 100 sharés of A Ltd. from his friend as a gift on occasion of his 25th

. The fair market value on that date was 100 per share. He also

llery worth 45,000 (FMV) from his nephew on the same day.

Me=x 4 X HUF gifte to son of Karta for achieving good marks in XIl board examination.

The fair market value of the car is 5,25,000.

lllustration5 Hw aln — Q\H.n‘ Teonn: W ‘ﬂdlf ndent
Compute the Amount charged under the head “Income from Other Sources”
Mr. X gifts immovable property to Mr Y. Its stamp duty value is 15,00,000. Market price
20,00,000.
2 Mr. Xsells his immovable property to MrY for 25,00,000. Its stamp duty value is
30,00,000.
Mr. Y has received gift of agricultural land having stamp duty value of 45,000 from Mr.
A and also a residential house from Mr. B having a stamp duty value of 2,00,000.
4. Mr.Y has received gift of industrial land having stamp duty value of 6,00,000 from his
randson.
r. X gifts immovable property to D Ltd. Its stamp duty value is 35,00,000. Market price

0,00,000
%( purchases building for 5,00,000 having stamp duty value of 5,50,000.
X purchases building for 12,00,000 having stamp duty value of 12,60,000.
~ Stamp duty value on the (a) date of agreement 8,00,000 (b) date of reMration
8,70,000. Consideration for acquisition of property 7,62,000. Advance paid by cheque.
)/ Stamp duty value on the (a) date of agreement ¥ 8,00,000 (b) date of registration ¥
8,70,000. Consideration for acquisition of property 7,62,000. Advance not paid.

lllustration 6 — Rw 2o\ — &um\ Yint Yo \ﬁe\l?ﬂ\d(ﬂ\\‘

Compute the Amount charged under the head “Income from Other Sources”

1. Mr. X gifts shares to Mr Y. Prescribed FMV is 4,00,000.

2. Mr. X sells his Jewellary to Mr Y for 8,00,000. Prescribed FMV is 9,00,000.

3. Mr. X sells his M. F. Hussain paintings to Mr Y for 7,00,000. Prescribed FMV is 7,30,000.

4. Mr.Y has received gift of Jewellary having prescribed FMV of 30,000 from Mr. A and
also shares whose prescribed FMV 40,000 from Mr. B.

5. Mr.Y has received gift of M. F. Husain paintings having prescribed FMV of 80,000 from
his father.

6. Mr. X received 50,000 by cheque from Mr. A. Immovable property of 30,000 from Mr. B.
Jewellary of 35,000 from Mr. C.

7. Mr. X gifted Jewellary worth 2,00,000 to his friend’s daughter on the occasion of her
marriage. After 2 years, he gifted diamond of 50,000 on the birth of their first child.

8. Mr. X gifts Rolls Royce car to Mr Y. Prescribed FMV is 3.5 Cr.

9. Mr.Y has received gift of Jewellary having prescribed FMV of% 50,000. Mr. Y has
purchased shares of 2,00,000 whose prescribed Fair Market Value is ¥ 2,50,000.

M@l wlo (omid = R qq:-50000 NT

ME Wik TIA tondid = FMV - oadid
2:5L- 20 = So000 NMT

6.5
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Family Pension
After the death of employee, employer may pay some pension to family member of the
employee which is called ‘Family Pension’ .
It is taxable under the head other sources but as per section 57 deduction is allowed equal
to 1/3 of such pension but maximum %15,000 [25,000 in default regime]

Exemption in Respect of Family Pension

1. Family Pension received by widow or children or nominated heirs, of a member of
armed forces (including para-military forces) of the union , where death of such
member has occurred in the course of operational duties is exempt

2. Family pension received by any member of family or individual who have been in the
service of central or state govt. and have been awarded any notified gallantry awards is
exempt.

lllustration 7
Mrs. X is getting family pension of 7,000 p.m. She also has dividend income from domestic
company of 7,00,000. She has long term capital gain of 3,89,000. Compute her tax liability.
L. A‘\-’A Q_z\«‘\w be%w\‘\-
Dividend (MosT lmp)

1. Rece!ved from dom.estlc company - Fully Taxable }__> In hoads ‘.\_ g‘\—\
2. Received from Foreign Company - Fully Taxable.
Note: Expenses Inczj;;e-d-f-c;r-e-a-r;i-n-g dividend shall not be allowed except Interest on
loan subject to maximum 20% of dividend Income.

Section 2(22)(a) Prey | Eoy-
Distribution by Company to Shareholder which Releases Company’s Asset shall be deemed

dividend to the extent of accumulated profits including capitalized Profits.
NAAANANANNANANAAAAANNS

Example 6 Diok -
A Ltd. Distributed silver coins Gift of 15,00,000 on occasion of Diwali Yo St#y { Ace P

Deem. . dinv
\SL |ISsL
25L | \2L

Resuvo - Susplo

Compute deemed dividend if Accumulated profits (a) 25,00,000 (b) 12,00,000 Lown | 15L | 12U

Example 7

L—’\nc\v (ov' preat (boaos ghoce)

ABC Ltd. has share capital of 35 lakhs. The company has general reserve of 25 lakhs and has
distributed Silver coins to shareholders on the occasion of Diwali. Determine Amount of

dividend u/s 2(22)(a) if FMV of silver coins are:

a) 20Lakh— (o) (N-)) (e

b) 25Lakh — Do 2oL 2sL 3oL

c) 30Lakh— Ace pr 2sL 2SL 2sL
D\dD-loww. 204 250 2sL

Section 2(22)(b)
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® P (X | leay.
If any company has distributed Debentures / Deposit certificates to shareholders or bonus @
shares to preference shareholders it will be considered to be dividend but only to the
—
extent of accumulated profits including capitalized profits

Section 2(22)(c) —> (op: Goia tmplitchon 010 Anw. —ta | Venr,

If any company has distributed any amount to its shareholdersin connection with its
liquidation, it will be considered to be dividend but only to the extent of accumulated
profits and any excess over it shall be considered to be full value of consideration as per
section 46 and capital gains shall be computed accordingly.

Example 8
A Ltd went into liquidation on 15/7/24 on which Accumulated Profits was % 15,00,000 and
Capitalized profits was ¥ 5,00,000.
Mr. J Hold 5000 shares in A Ltd which is equivalent to 10% ownership in A Ltd.
Mr. J purchased 5000 share on 15/9/23 for ¥ 50/share.
On 12/12/24 After paying off all the liabilities, A Ltd. distributed ¥ 5,00,000 to Mr. J
Show tax implication.

PRI
Exampleg (wo. -
ABC Ltd. has 1,00,000 equity shares of 10 each and the company goes into liquidation on
31.07.2024 and company has net distributable Amount of 60 lakhs after discharging all the
liabilities including income tax and additional income tax and it includes accumulated
profits of 20 lakhs and the entire Amount was distributed among the shareholders and Mr.
Xis holding 10,000 equity shares which were purchased by him on 01.03.2024 for 1,10,000.
Show tax implication. L 10°]s notdu |,

Section 2(22)(d) Dy | Loy r> Fote Velue =Flo —> Redot -+ Fjah
Any distribution to its shareholders by a company on the reduction of its capital, to the 2 dhibul
extent to which the company possesses accumulated profits nclusding Cop - ey i { e

“ \ Yy v ‘H

Section 2(22)(e)—> ‘M?Ot tent P 1n whick public Mov takueskey ie Pur .
Distribution of Accumulated Profits by Closely Held company by way of ADVANCE/LOAN to
(i) Shareholders beneficially holding at least 10% equity shares in the company;

(i) Any person on behalf of such shareholders/for benefit of such shareholder;

i (iii) Any CONCERN in which such shareholder has substantial interest;

(iv) Any CONCERN in which such shareholder is member/partner.

Exception: — 2(22) (e¢) Mot A’\’P“ tetas

Money lending is substantial business of company & loan is given in ordinary course
Following Payments shall not be treated as Deemed Dividend:

(a) Trade Advances like commercial transactions

(b) Payment on Buy-back of shares;

(c) Distribution of shares in the scheme
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Example 10 —> H{w -

Mr. X holding 28% of equity shares in a company took a loan of 5,00,000 from the same

company. On the date of granting the loan, the company had accumulated profit of

4,00,000. The company is engaged in some manufacturing activity.

a) Is the Amount of loan taxable as deemed dividend in the hands of Mr. X, if the company
is acompany in which the public are substantially interested?

b) What would be your answer, if the lending company is a private limited company i.e. a
company in which the public are not substantially interested?

Life Insurance Policies Maturity Proceeds (Sec. 10(10D)) — TM?

a) Maturity Amount Received at the time of Death
Fully exempt in the hands of recipient as per Section 10(10D)
b) Otherwise
i.  For Policies issued before 1/4/2023
Maturity amount received by assessee shall be exempt u/s 10(10D) if premium paid
is upto 10% of the capital sum assured.
ii. For Policies issued before #/4/2023 oM or AFTER 114|223
Maturity amount received by assessee shall be exempt if both of following
conditions are satisfied:
a) Premium paid is upto 10% of the capital sum assured and
b) aggregate premium for all the policies taken after 1/4/2023 for the year is upto
35,00,000.
However, if aggregate premium exceeds %5,00,000, then assessee can claim the
exemption for those policies whose aggregate premium is upto %5,00,000.

Example 14

Capital Sum Assured 50,00,000 | €X* V1> 10110D) As peeeuiom vple V') st

Premium paid p.a. = 3,00,000 (3@ & dome'r eoteeesy TSL

Show Tax treatment

Exafnple 15 Toxeble, B¢ Ven. Posc| exceesy
Capital Sum Assured = 50,00,000 \o')o 0h,

Premium paid p.a. = 6,00,000 -

% S9L— Texebl v|w® OL.

Amount received on maturity = 50,00,000

Show Tax treatment

Example 16

Capital Sum Assured = 50,00,000 | €2 Uy 1otioD) -’ ﬂohﬂk' ?ml(fdg
Premium paid p.a. = 6,00,000 Reqef @ hae \"- deaivy
Maturity proceeds of 50,00,000 received to legal heir on death of insuree. \Wvoree .

Show Tax treatment

Example 17
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Particulars Policy A | Policy B | Policy C | Policy D | Tefim insurance
Issue date 1/4/23 11424 | 1/4/24 1/7/24 1/9/24
Capital sum assured 25L 20L 22L 25L 50L
Premium paid 2L 2L 1.90L 2L 1L

Determine which policy eligible for exemption so that assessee have maximum benefit.

Example 18
Following Policies issued on 1/7/24
Show Tax treatment

Policy C.S.A. Premium paid (p.a.)
Policy 1 15,00,000 1,20,000
Policy 2 10,00,000 90,000
Policy 3 25,00,000 2,60,000
Policy 4 15,00,000 1,50,000

Inadmissible Deductions Section 58

a) Personal Expenses
b) Excessive Payment to Relative — % xces> ?m\Mv dwveliow .
c) Cash Payment > Rs. 10,000 other than through specified mode.— towre ?cu\ow ditotn.
d) Payment on which TDS provisions applicable but TDS not deducted on time or deducted
but not deposited on time.— Res: — To™e duollow HLIS|D ndie— (o’)e dirallow,

thoa MV, Amea FVve Shew be (Df\S\d\TU—‘ e FMV - Shere

In hondy s Tfo&s‘(tﬁr.'—)
Anvo peov: o _(:'l‘." \s Sgg\\m&\t Tn honds v Twon,sigtu.

£ Mix Coldy Chere s‘ Altel (looostnh: @ iso[sv\) Oon \\\o\2y,
" Mex porthe Shore @ 24 [shere oa  t|1|2T.
* Mt¥ goid ghafer fo Mt
¢ twy \'\— She 0 OR1 = F\2ofth. Chow Tox \nplitohon |

d X &\,
X= Teonsteeoe  Y=Tronskacte In hondo St |

Nok:- l"- Unlistes) Chates (Unajuotes] Lhoces) Trom‘q @ 6_pmn Aowen

X — (@p: Uain \mplitehon Y- Uke prov. l\-‘,?m\
Pon 23— Zo\a\2m E?T) Y posch: gwe Soc Tnodegyuel (oand.
Fve (120x 1000) 120000 | Lipr Toxable= FHV - tomid: pasd)
(- CoA (263 1000) 26000 = \20000- 50:000
ate A4000 = "1%000
A - 1§ (onsid. poug)=15i000
Urfr Toxeba )— Nor Toxesue




(\20000 -"15,000) = US.1000

when Ufk I Texesw In hendo Ay Hor s(-:.g%t;‘.'

08 <| thaaes o \'=> Cow i, pouct + Ufr Toxawte
= S01000 4 10.000 —> |, 201000

whn (]\{\- Nov- fcwot\W

(8 € tw to Y =7 awd Jay + tie Tex.
=y T15000 ¥0 ="15¢02.




