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Finance Act 2008

Section 11 - Amendment of Section 40a

In section 40A of the Income-tax Act, for sub-section (3), the following sub-sections shall be
substituted, with effect from the 1st day of April, 2009, namely:--

(3) Where the assessee incurs any expenditure in respect of which a payment or aggregate of
payments made to a person in a day, otherwise than by an account payee cheque drawn on a
bank or account payee bank draft, exceeds twenty thousand rupees, no deduction shall be
allowed in respect of such expenditure.

(3A) Where an alowance has been made in the assessment for any year in respect of any
liability incurred by the assessee for any expenditure and subsequently during any previous
year (hereinafter referred to as subsequent year) the assessee makes payment in respect
thereof, otherwise than by an account payee cheque drawn on a bank or account payee bank
draft, the payment so made shall be deemed to be the profits and gains of business or
profession and accordingly chargeable to income-tax as income of the subsequent year if the
payment or aggregate of payments made to a person in aday, exceeds twenty thousand rupees:

Provided that no disallowance shall be made and no payment shall be deemed to be the
profits and gains of business or profession under sub-section (3) and this sub-section
where a payment or aggregate of payments made to a person in a day, otherwise than
by an account payee cheque drawn on a bank or account payee bank draft, exceeds
twenty thousand rupees, in such cases and under such circumstances as may be
prescribed, having regard to the nature and extent of banking facilities available,
considerations of business expediency and other relevant factors..
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