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Facts of the case 

 N.R. Ravikrishnan (the taxpayer), an employee of Infosys BPO Ltd. (employer), was 

granted 6000 options under an Employee Stock Option Scheme (ESOP). 

 These 6000 options comprised of 1250 options granted on 28 February 2003; 2500 

options granted on 02 February 2004 and 2250 options granted on 01 June 2005. 

 The options were transferred to/ bought back by Infosys Technologies Ltd. (with 

the employer being the confirming party) under an Option Transfer Agreement 

dated 07 March 2007. 

 The taxpayer, while filing his return for Assessment Year (AY) 2007-08, had treated 

3750 options as long term capital asset with the remaining 2250 being short term 

and had accordingly determined capital gains. The taxpayer further claimed 

exemption under section 54EC on the long term capital gain (LTCG). 

 The taxpayer had taken this position since 3750 options were transferred to the 

employer without any exercise of option at his end and it was a case of mere buy 

back of the options by the employer. 

 The Assessing Officer (AO) rejecting the claim, treated the entire gains as short 

term and consequently denied the taxpayer deduction claimed under Section 54EC. 

 The taxpayer did not get relief at the level of the Commissioner of Income tax 

(Appeals) - the CIT (A) who upheld the AO’s order.  The CIT (A) further levied 

interest under sections 234B and 234D of the Income Tax Act, 1961 (Act). 

 Aggrieved by the CIT (A)’s order, the taxpayer filed an appeal before the Income 

Tax Appellate Tribunal, Bengaluru (Tribunal). 

 

Issues before the Tribunal 

 Whether the period of holding of options wherein the holder has not exercised his 

right could be counted from the date of grant? 

 Whether the gain in question is a short term capital gain or a long term capital 

gain? 

 Is the taxpayer entitled for deduction under section 54EC of the Act?  

 

Ruling of the Tribunal 

 The ratio laid down by the by Delhi Tribunal in ACIT vs Ambrish Kumar Jhamb and 

Gopi G. Nambiar Vs JCIT would squarely apply to the instant case. 

 It was held that the taxpayer acquires a valuable right (capital asset) on the date of 

grant and if the same was held for more than 36 months by the taxpayer, then it 

would make it a ’Long term capital asset’. 

 Placing reliance on the aforementioned cases and considering the facts on hand, 

the Tribunal ruled that since the transfer happened without exercise of options, the 



period of holding had to be considered from grant date.  Accordingly, the gain on 

transfer of 3750 options would be long term in nature as rightly claimed by the 

taxpayer.   

 Following the above, the Tribunal also allowed the taxpayer’s claim for deduction 

under section 54EC observing that this was also allowed by the AO based on 

investment proof submitted. 

 

Comments 

The period of holding of a capital asset is the most fundamental aspect to decide the 

tax implications that would arise on account of liquidation of that asset. The above 

ruling has provided clarity with respect to the period of holding when the transfer takes 

place prior to exercise of options. 

Source: N.R. Ravikrishnan vs ACIT, Bengaluru (Bengaluru ITAT)- ITA No 2348/Bang/2018 
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