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A VERTICAL OF SWAYA M

DIRECT TAX — LAWS AND PRACTICE

INCOME FROM OTHER SOURCES

Income from other sources

“Income from other sources” is the last head of income which includes any
income, profit or gain of an assessee which cannot be included in other heads
of income but taxable under the provisions of Income tax Act.

Chargeability of income under the head ‘Income from other sources”

(Section 56)

1. Dividend: Dividends of all kind that is described under section 2(22) are
taxable at a rate of 10% if aggregate amount of dividend exceeds Rs.
10,00,000 . But if dividend is received from a domestic company which
falls under section 2(22)(e) it is exempted from tax.

2. Casual income: Any income or profits earned by lotfteries, gambling,
cross word puzzles, card games, betting, horse races etc. are taxable
under this head.

3. Any sum of money or property received:
a. If any amount received without consideration and exceeds more
than Rs. 50,000 then entire amount will be taxable.
b. Immovable property:
i. If any immovable property received without consideration
and value of the property exceeds more than Rs. 50,000
then stamp duty value will be taxable.
i. If any immovable property received with inadequate
consideration then the difference of stamp duty value and
consideration value will be taxable
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c. Movable property:

i. Ifany movable property received without consideration and
value of such property exceeds more than Rs. 50,000 the
aggregate fair market value of such property will be taxable.

i. If any movable property is received with inadequate
consideration and difference between fair market value
and the consideration exceeds more than Rs. 50,000 then
the difference will be taxable.

Interest on securities: If interest of securities received is more than the fair
market value and it is not included under the head * Profits and Gains
of business or profession” are taxable under this head.

Interest received on compensation: If an employee receives any kind
of compensation from his employer due to change in terms and
conditions or termination of employment. Then such income will be
taxable under this head.

Advance forfeiture or failure of negotiation : If any advance forfeiture or
failure of negotiation happens while transferring of capital assets then
such amount will be taxable under this head.

Deduction allowable (Section 57)

1.

Dividends : Deduction allowed on any reasonable amount paid as
commission or remuneration to a banker or any individual. But not
applicable to dividends under section 115-O.
Family Pension: Pension amount deduction allowed up to 33.33% of
family pension subject to maximum of Rs. 15,000.
Rental income from letting of plant, machinery, furniture or building:
Deduction allowed for the following:

i.  Amount paid for any repairs.

i. Insurance premium paid againstinsurance policy for protection of

building, furniture or machinery against damages or destruction.

ii. Depreciation allowed for furniture, machinery, plant, or building.
Interest on compensation or enhanced compensation received:
Deduction allowed for 50% of such income from interest on
compensation or enhanced compensation.
Employee receives amount from provident fund or any relevant fund: If
an employee receives amount from a provident fund or any other
relevant fund on or before due date than entire amount is allowed as
deduction.
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6. Any otherincome: Any expenditure expended wholly and exclusively for
purpose of earning such income then it is allowed for deduction under

this head.

Deduction not allowable (Section 58)

Deduction which cannot be claimed under the head “Income from other
sources” are as follows:

1. Personal expenses are not allowable under this head.

2. Interest chargeable to tax is outside India on which tax has not been
paid or deducted at source.

3. ‘Salaries’ payable outside India on which no tax is paid or deducted at
source.

4. Wealth Tax

Expenditure of the nature specified in section 40A

6. Expenditure in connection with winnings from lotteries, crossword
puzzles, races, games, gambling or betting.
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