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Dear Comrade, 

 

Sub: Income Tax on Leave encashment – exemption limit of Rs.25 Lakhs from 

Rs.3 Lakhs – applicable for those who retired after 01.01.2016.  
 

We have been receiving queries from members about the retrospective effect to the 

enhancement in IT exemption to Leave encashment to Rs 25 lakhs vide CBDT 

Notification No.31/2023/P.No. 200/3/ 2023-ITA-1 dated 24/5/2023. 

 

In this regard please find enclosed the order of appellate tribunal (ITAT) of Bench 

Jaipur.  Similar orders  have been passed by more ITATs interpreting the retrospective 

effect from 1.1.2016 to the tax exemption ceiling of Rs 25 lakhs  under section 

10(10AA) of Income tax Act. In the light of the above, members are raising queries 

about submission of the revised return to claim refund along with application to 

condone delay in submission of such return. We have been advising that the retirees 

eligible for this exemption effective from 1/1/2016 may do so by taking the assistance 

of a tax professional.  

 

As far as our information goes, there have been at least 22 such cases where the 

Income Tax Appellate (ITAT) have decided in favour of the employees regarding 

Exemption on Leave Encashment Payment at the time of Retirement whether on 

Superannuation  or Otherwise  purely based on the merits as per the Income Tax act, 

1961 Section 10(10AA). It is decided that the Notification that of Rs. 25 lakhs dated 

24.05.2023 is applicable with retrospective effect i.e. 01.01.2016.  

 

We are quoting only one such case for ready reference.  

                                                                                                                                                                              

 

Best wishes and regards, 

 Comradely yours, 

  

     
K.V.Acharya.     Suprita Sarkar  

President.        General Secretary  

&  Joint Convenor, CBPRO 
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 ITAT Bench Date of order 
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2020-21 Jaipur 13/03/2025 



 














