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Income Tax Appcllate Tribunal, Bangalore Benches, Bangalore

NOTICE

In ITA No 2150/BANG/2025, on thc issuc of taxability of compensation, the Revenue
chalienges the order of the leamned CIT(A) holding that the assessee’s compensation of
38,259,483 received on acquisition of land for the Bangalore Metro project was exempt. The
Assessing Officer denied the cxemption, but the learncd CIT(A) allowed the appeal by following
the jurisdictional High Court’s decision in Balaji Corporate Scrvices and coordinate bench
rulings.

Though the assessee, in cross-objection, challenges the validity of the assessment order, the real
issue is whether compensation received for acquisition of the assessce’s land for the Bangalore
Metro project is exempt under Section 96 of the RFCTLARR Act.

The issue is whether compensation received on compulsory acquisition of the assessee’s land by
KIADB for BMRCL is exempt under Section 96 of the RFCTLARR Act despite Section 105
read with the Fourth Schedule, which includes the Metro Railways Act. The Revenue contends,
first, that acquisition by KIADB for BMRCL falls under Scction 46 as one for a private company
or public-private arrangement and is thercfore excluded from Scction 96; and second, that
because the Metro Railways Act is in the Fourth Schedule, the acquisition is not made under the
RFCTLARR Act, 50 Section 96 does not apply.
Section 96 of the RFCTLARR Act provides that, except in cases covercd by Section 46, no
income tax or stamp duty shall be levied on any award or agreement made under the Act, and no
person claiming under it shall be charged a fee for obtaining a copy.

Section 46 governs land purchased through private negotiation by a person other than a specified
person, not by compulsory acquisition. Section 96 withholds the exemption in such cases.
Section 105(1) provides that the RFCTLARR Act does not apply to land-acquisition enactments
ll.sted in the Fourth Schedule, including the NIHAI Act, the Railways Act, the Electricity Act, and.
similar infrastructurc laws. The Metro Railways Act is one such enactment.

Section 105(3), brought into force by the Removal of Difficulties Order, 2015, applies the
RFCTLARR Act provisions on compensation, rchabilitation and rescttlement, and infrastructure
amenities to acquisitions under Fourth Schedule cnactmients. By order dated 28.08.2015 under
Sectllo.n 113(1), the Central Government exiended those provisions to all such enactments,
requiring compensation to be determined at RFCTLLARR Act rates cven where acquisition is
governed by another law.

CBDT Circular No. 36/2016 dated 25.10.2016 clarified that compensation exempt under Section
96 of_ the RFCTLARR Act cannot be taxed under the Income-tax Act, 1961, even if that Act
contains no separate exemption.
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In M/s. Hanumanthappa Chandrashekar v. ACIT (ITA No. 1223/Bang/2019, order dated
16.08.2022), the Bangalore Bench (SMC) dealt with non-agricultural property acquired by
KIADB under the KIAD Act for thc BMRCL project. The learned DR relied on Section 46 and
the Karnataka High Court’s decision in Sri Ananthaswamy v. State of Karnataka & Ors. The key
finding, however, was that the acquisition and compensation were under the KIAD Act, not the
RFCTLARR Act. The Bench therefore considered whether compensation paid under the KIAD
Act could still be treated as received under the RFECTLARR Act.

In Chief Commissioner of Income Tax v. Smt. P. Jaishree, the Division Bench of the Karnataka
High Court considered the Revenue’s writ appeal against the order of the learned Single Judge in
W.P. No. 7660/2023. The assessee had received compensation on compulsory acquisition of her
land by KIADB. The Division Bench upheld the exemption and affirmed the refund of TDS.
In CIT v. Tushira Industries, the Karnataka High Court held that the exemption under Section 96
of the RFCTLARR Act applies only where land is acquired under that Act. Reversing the learned
Single Judge, the Division Bench held that Section 96 is confined to awards or agreements made
directly under the RFCTLARR Act. It further held that where acquisition is under another

statute, the exemption is unavailable.

Thus, in Tushira Industries, the Division Bench confined Section 96 to acquisitions under the
RFCTLARR Act. In P. Jaishree, by contrast, the Division Bench held that compensation paid on
KIADB'’s acquisition of tand was exempt. ‘

If Tushira Industries means that any award not made directly under the RFCTLARR Act falls
outside Section 96, while P. Jaishree means that compensation paid on KIADB’s acquisition of
land for BMRCL falls within it, an unresolved conflict arises between two coordinate Division
Bench decisions of the jurisdictional High Court.

Several similar matters are pending before the Bangalore Bench. To decide the issue
comprehensively, thcy should be clubbed and heard together.

Both the Bar and the Revenue are therefore requested to provide information of such pending
appeals before ITAT, Bangalore Benches so that these matters may be clubbed and listed for
consolidated hearing on 10.08.2026.

By Order,

: O
Dated: 19.06-2026 Assistant Registrar
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