Tax Insights

from India Tax & Regulatory Services

|
Issuance of cheque, not presented

and subsequently returned, is not
“payment” — Not dividend under
section 2(22)(e) of the Income-tax
Act

April 19, 2018

In brief

In a recent decision,’ the Allahabad High Court (HC) held that the provisions of section 2(22)(e) of
the Income-tax Act, 1961 (the Act) could not be attracted where a cheque was issued then not
presented and subsequently returned, as it does not amount to “payment” or actual receipt of money.
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was actual payment. Mere
issuance of a cheque, which
was subsequently cancelled
and returned without ever
being presented for
encashment and without any
money having been paid
against it to the taxpayer,
could never constitute
payment of any sum.

principles cited in the
judgements of other High
Courts® and held that in the
absence of satisfaction of the
statutory precondition of
“payment” of “any sum” to the
taxpayer, the provisions of
section 2(22)(e) could not be
attracted.

HC, which clarifies that there
must be actual receipt of money
in order to trigger the limb “the
loan or advance” of deemed
dividend provisions.
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The HC relied upon the
* P This is a welcome decision of the

2 CIT v. Smt. Savithiri Sam [1999] 236 ITR Chheda [2014] 48 taxmann.com 151
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