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Finance Act 1999

Section 23 - Amendment of Section 40a

In section 40A of the Income-tax Act, for sub-section (7), the following sub-section shall be
substituted with effect from the 1st day of April, 2000, namely :-

"(7) (a) Subject to the provisions of clause (b), no deduction shall be allowed in respect of any
provision (whether called as such or by any other name) made by the assessee for the payment of
gratuity to his employees on their retirement or on termination of their employment for any
reason;

(b) Nothing in clause (a) shall apply in relation to any provision made by the assessee for the
purpose of payment of a sum by way of any contribution towards an approved gratuity fund, or
for the purpose of payment of any gratuity, that has become payable during the previous year.

Explanation. - For the removal of doubts, it is hereby declared that where any provision made by
the assessee for the payment of gratuity to his employees on their retirement or termination of
their employment for any reason has been allowed as a deduction in computing the income of the
assessee for any assessment year, any sum paid out of such provision by way of contribution
towards an approved gratuity fund or by way of gratuity to any employee shall not be allowed as a
deduction in computing the income of the assessee of the previous year in which the sum is so
paid.".
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