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CBDT, vide a Notification dated 23.04.2025, has notified that any expenditure 
incurred to settle proceedings initiated in relation to contravention or defaults under 
the undernoted laws shall not be deemed to have been incurred for the purpose of 
business or profession. Accordingly, no deduction or allowance shall be made in 
respect of such expenditure. 

The laws are: 

 Securities and Exchange Board of India Act, 1992  

 Securities Contracts (Regulation) Act, 1956  

 Depositories Act, 1996  

 Competition Act, 2002 

https://incometaxindia.gov.in/communications/notification/notification-38-2025.pdf 

Subsequent to issuance of the notification, CBDT has issued FAQs on this 
notification which clarifies that: 

 This amendment is effective from 1st day of April, 2025 and shall accordingly 
apply from Assessment Year 2025-26 onwards. 

 Any expenditure incurred by an assessee for settlement of proceedings 
initiated in relation to contravention or defaults under the laws covered under 
the notification cannot be claimed as a deduction or allowance under the 
Income tax Act from AY 2025-26 onwards. 

 Form no. 3CD of the Income-tax Rules, 1962 has also been amended by 
CBDT Notification no. 23/2025 dated 28.3.2025 to capture details pertaining 
to such expenses. 

 The detailed FAQs is provided below. 

https://incometaxindia.gov.in/news/faqs-notification-38-dated-23-04-2025.pdf 
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