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METHODS OF ASSESSMENT 

Remembering 
(K1) 

 The lowest level of questions require students to recall 
information from the course content 

 Knowledge questions usually require students to identify 
information in the textbook. 

Understandin
g (K2) 

 Understanding of facts and ideas by comprehending 
organizing, comparing, translating, interpolating and 
interpreting in their own words. 

 The questions go beyond simple recall and require 
students to combined at a together 

Applicatio
n (K3) 

 Students have to solve problems by using/applying
 a concept learned in the classroom. 

 Students must use their knowledge to determine an 
exact response. 

Analyz
e (K4) 

 Analyzing the question is one of the tasks the students 
to breakdown something in to its component parts. 

 Analyzing requires students to identify reasons causes 
or motives and reach conclusions or generalizations. 

Evaluat
e (K5) 

 Evaluation requires an individual to make judgment on 
something. 

 Questions to be asked to judge the value of an idea, a 
character, a work of art, or a solution to a problem. 

 Students are engaged in decision- making and 
problem– solving. 

 Evaluation questions do not have single right answers. 

Creat
e (K6) 

 The questions of this category challenge students to 
get engaged in creative and original thinking. 

 Developing original ideas and problem solving skills 
 

 

 



Directorate of Distance and Continuing Education 
Manonmaniam Sundaranar University 

E-FILLING OF TAX RETURNS Page 2 

 

 

 

 

E-FILLING OF TAX RETURNS 
 

 
Cours

e 

Code 

 

 
Title of the Course 

C
a
te

g
o

ry
  

 
L 

 

 
T 

 

 
P 

 

 
O 

C
re

d
it

s
 

In
s

t.
 H

o
u

rs
 Marks 

C
IA

 

E
x

te
rn

a
l 

T
o

ta
l 

 E-FILLINGOFTAX 

RETURNS 

 4 - - - 2 4 50 50 100 

LEARNING OBJECTIVES 

LO1: To understand the concept of E-Filing 

LO2: To assimilate knowledge on different types of assesses. 

LO3: To be familiar with different Income Tax return forms. 

LO4: To know the concept of TDS and the provision of the act regarding it. 

LO5: To know the importance of PAN and Statement of Financial Transactions. 

LO6: To create and file income tax returns through e-filing. 

 
Unit I - Introduction, Nature and Scope 

 

Introduction- Definition- importance and scope of returns—Types of 

Assesses- under Income Tax. 

Unit II - Returns filing under Income Tax 

 
Income tax Return forms – ITR1, ITR2, ITR3, ITR4 and ITR5–E-payment of tax–

Challan forms- ITNS 280, 281. 

 

 
Unit III-Tax Deducted at Source (TDS) 

 

TDS–Sec.192 (Salary),Sec.194 (Bank Interest), Sec.194H(Commission and 

Brokerage),194I( Rent),194 J (Professional fees) 
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Unit IV- E-Filing of TDS 

 

E-Filing of TDS forms –24Q, 26Q. 
 

 
Unit V- PAN and SFT 

 
Importance of PAN–Statement of Financial Transaction (SFT) – E-Filling of forms 
61A, 61B 

TEXT BOOKS  

Ahuja, G., & Gupta, R. (2023). Systematic Approach to Income Tax. Bharat Law House. 

Singhania, V. K., & Singhania, M. (2023). Students’ Guide to Income Tax. Taxmann Publications. 

Datey, V. S. (2022). Indirect Taxes Law and Practice. Taxmann Publications. 

Mehrotra, H. C., & Goyal, S. P. (2021). Income Tax Law and Practice. Sahitya Bhawan. 

Lal, B. B. (2022). Income Tax Law and Practice. Konark Publishers. 

 

📖 REFERENCE BOOKS  

Pagare, D. (2020). Law and Practice of Income Tax. Sultan Chand & Sons. 

Manoharan, T. N. (2021). Direct Taxes Law and Practice. Snow White Publications. 

Jain, R. K. (2022). Income Tax Law and Practice. SBPD Publications. 

Prasad, G. (2021). Income Tax Law and Practice. Kalyani Publishers. 

Girish, A. (2020). Handbook on Income Tax. Commercial Law Publishers. 

 



Directorate of Distance and Continuing Education 
Manonmaniam Sundaranar University 

E-FILLING OF TAX RETURNS Page 4 

 

 

🌐 WEB SOURCES  

1. Income Tax Department of India – https://www.incometax.gov.in  

2. Central Board of Direct Taxes – https://www.cbdt.gov.in  

3. Taxmann – https://www.taxmann.com  

4. ClearTax – https://cleartax.in  

5. National Securities Depository Limited – https://www.nsdl.co.in  

 

🎓 COURSE OUTCOMES  

CO Code Course Outcome 

CO1 Understand concepts of income tax returns and assessee types (K1) 

CO2 Explain procedures for filing income tax returns (K2) 

CO3 Apply knowledge of TDS provisions and sections (K2) 

CO4 Understand e-filing of TDS and compliance procedures (K2) 

CO5 Analyze PAN and SFT requirements in taxation system (K2) 

 

🔗 MAPPING OF COs WITH PSOs 

CO / PSO PSO1 PSO2 PSO3 

CO1 ✔   

CO2 ✔ ✔  

CO3 ✔ ✔ ✔ 

CO4  ✔ ✔ 

CO5   ✔ 

 
 

 
 

  

https://www.incometax.gov.in/
https://www.taxmann.com/
https://cleartax.in/
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Unit I - Introduction, Nature and Scope 

 

Introduction- Definition- importance and scope of returns—Types of 

Assesses- under Income Tax. 

 
E-Filing of Tax Returns: 

 
1. Introduction to E-Filing of Tax Returns 

 
E-filing, or electronic filing, is the process of submitting tax returns through an online 

platform rather than using traditional paper-based methods. With the advancement of 

technology and the increasing emphasis on digital governance, many countries have 

adopted e-filing systems to facilitate tax compliance. 

Governments and tax authorities worldwide encourage e-filing to improve efficiency, 

transparency, and accuracy in tax administration. E-filing systems are designed to 

streamline the tax return process, minimize errors, reduce physical documentation, 

and expedite processing and refunds. 

In India, taxpayers can file their tax returns through the Income Tax Department’s e-

filing portal, while in the U.S., the IRS e-file system serves the same purpose. Other 

countries, such as the UK, Canada, and Australia, also have dedicated platforms to 

ensure seamless tax compliance. 

E-filing is mandatory for certain categories of taxpayers, such as businesses and high-

income individuals, while others can choose between online and offline filing options. The 

system incorporates automated checks and balances to ensure compliance with tax 

laws, reducing the chances of tax fraud and evasion. 

2. Importance of E-Filing 
 

A. Convenience and Accessibility 
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E-filing allows taxpayers to submit their tax returns from anywhere at any time without 

visiting tax offices. This is especially beneficial for: 

 Working professionals with busy schedules. 

 Non-resident individuals (NRIs) who need to file returns remotely. 

 Businesses that handle multiple tax filings. 

 

E-filing eliminates the need to manually fill out forms, stand in long queues, and submit 

physical documents, making the process much more convenient. 

B. Accuracy and Error Reduction 

 

The e-filing system includes automated error detection and validation mechanisms that 

help taxpayers avoid common mistakes. When filing taxes manually, errors in calculations 

or missing information can lead to delays or penalties. E-filing platforms: 

 Auto-calculate taxes based on the information entered. 

 Validate PAN (Permanent Account Number), Aadhaar, and other details to 

prevent mismatches. 

 Provide real-time notifications if any required information is missing. 

 
C. Faster Processing and Refunds 

 

Returns filed electronically are processed much faster than paper-based returns. Since 

all data is available digitally, tax authorities can quickly verify the information and process 

refunds promptly. 

For instance, in India, the Income Tax Department processes refunds within a few 

weeks for e-filed returns, compared to months for paper-filed ones. Similarly, in the U.S., 

the IRS provides refunds within 21 days for electronically filed returns. 

 
D. Security and Confidentiality 
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E-filing portals use secure encryption protocols to protect taxpayers' sensitive financial 

information. Compared to paper filing, which is prone to loss or unauthorized access, e-

filing ensures data privacy through: 

 Two-factor authentication (2FA) for secure login. 

 Digital signatures and OTP-based verification for identity authentication. 

 End-to-end encryption to prevent cyber threats. 

 
E. Environmental Benefits 

 
E-filing promotes paperless transactions, reducing paper waste and contributing to 

environmental sustainability. Governments worldwide are encouraging digital adoption to 

minimize the ecological footprint of traditional tax filing methods. 

3. Types of Tax Returns That Can Be E-Filed 

 
E-filing platforms cater to different categories of taxpayers, including individuals, 

businesses, and organizations. The types of tax returns that can be electronically filed 

include: 

 

✔ Individual Income Tax Returns (ITR) – Filed by salaried employees, self-employed 

professionals, and pensioners. 

✔ Corporate Tax Returns – Applicable to companies, partnerships, and LLPs (Limited 

Liability Partnerships). 

✔ Goods and Services Tax (GST) Returns – Filed by businesses under the GST 
 

regime (in India, Canada, etc.). 

✔ Tax Deducted at Source (TDS) Returns – Submitted by employers or businesses 

deducting tax at source. 

✔ Wealth Tax and Capital Gains Tax Returns – Applicable to high-net-worth 

individuals and investors. 
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Each country has its own tax classification and forms for e-filing. For example: 

 
 India: Forms ITR-1, ITR-2, ITR-3, etc., based on income source. 

 U.S.: Forms 1040, 1040EZ, etc., for individuals and businesses. 

 UK: Self-assessment tax returns for individuals. 

 
4. Steps for E-Filing Tax Returns 

 
Step 1: Register on the E-Filing Portal 

 

To begin the e-filing process, taxpayers must register on the official tax department’s e-

filing portal by providing: 

✔ Permanent Account Number (PAN) / Social Security Number (SSN) 

✔ Email ID and Mobile Number 

✔ Bank Account Details (for refunds) 

 

Once registered, taxpayers receive login credentials for secure access to their e-filing 

account. 

Step 2: Choose the Correct Tax Form 

 

Different tax forms apply to different taxpayers based on their income, profession, and 

business category. Selecting the correct form ensures accurate filing and prevents 

rejection of returns. 
 

Step 3: Fill in Income, Deductions, and Tax Details 

 
Taxpayers must enter: 

✔ Salary, business income, rental income, or capital gains 

✔ Eligible deductions (under Sections 80C, 80D, etc.) 

✔ Tax credits and exemptions 

✔ TDS details (pre-filled in many cases) 
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Many countries provide pre-filled tax returns, where relevant data is automatically 

retrieved from employer records and financial institutions. 

Step 4: Verify Tax Calculation and Pay Taxes (if applicable) 

 
Once all details are entered, the system calculates the total tax liability or refund 

amount. If additional tax is due, taxpayers can pay directly through: 

✔ Net banking 

✔ Credit/debit card 

✔ UPI, mobile wallets, or online payment portals 

Step 5: E-Verify the Return 

After submission, taxpayers must e-verify their return using: 

✔ Aadhar-based OTP verification (in India) 

✔ Electronic Verification Code (EVC) through bank account 

✔ Digital Signature Certificate (DSC) for corporate filers 

Step 6: Acknowledgment and Confirmation 

Once the tax return is successfully filed, an acknowledgment (e.g., ITR-V in India, Form 

8879 in the U.S.) is generated. Taxpayers should download and keep this for future 

reference. 

 
5. Challenges in E-Filing 

 
Despite its advantages, e-filing faces certain challenges, such as: 

 
◻ Technical Issues – Website crashes, slow servers, and system downtime can delay 

filing. 

◻ Complex Tax Laws – Frequent tax policy changes may confuse taxpayers, requiring 
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professional assistance. 

◻ Data Privacy Concerns – Cybersecurity risks exist if platforms are not well-

protected. 

◻ Digital Literacy Gap – Many taxpayers, especially senior citizens or rural individuals, 

may struggle with the online process. 

Governments are addressing these issues by improving website infrastructure, offering 

multilingual support, and conducting awareness programs. 

E-filing of tax returns is an efficient, secure, and time-saving method that enhances tax 

compliance. With growing digital adoption, it has become the preferred filing method 

worldwide. Governments are continuously upgrading e-filing systems to ensure better 

accessibility, user-friendliness, and security. 

As tax authorities shift towards fully automated tax compliance, e-filing will become a 

mandatory and default system for individuals and businesses alike. 

 
E-Filing of Tax Returns: Introduction, Nature, and Scope 

 
1. Introduction to E-Filing of Tax Returns 

 

E-Filing of tax returns refers to the electronic submission of tax documents and 

payment of taxes via an online platform rather than through traditional paper-based 

methods. It is an integral part of modern tax administration, streamlining the tax filing 

process for individuals, businesses, and organizations. 

With the advancement of Information and Communication Technology (ICT), 

governments worldwide have adopted e-filing systems to enhance tax compliance, 

reduce manual errors, and provide taxpayers with a faster, more secure, and convenient 

way to fulfill their tax obligations. 

 
Key Features of E-Filing 
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✔ Digital Submission – Taxpayers submit returns electronically, reducing paperwork. 

✔ Automation & Accuracy – Tax calculations, deductions, and refunds are 

automated. 

✔ Secure Transactions – Encryption and verification protocols ensure confidentiality. 

✔ Real-Time Processing – Reduces delays in tax return validation and refunds. 

✔ Mandatory for Certain Taxpayers – Many governments require businesses and 

high-income individuals to file taxes online. 

Governments encourage e-filing as part of their digital governance initiatives to 

improve efficiency and reduce tax fraud. In countries like India, the U.S., Canada, the 

UK, and Australia, e-filing has become a widely accepted method of tax return 

submission. 

 
E-Filing of Tax Returns: Definition and Importance 

Definition of E-Filing of Tax Returns 
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E-filing of tax returns refers to the process of electronically submitting tax documents, 

financial statements, and tax payments through an online platform instead of using 

traditional paper-based methods. It is a digital method of tax compliance that enables 

individuals, businesses, and organizations to file their taxes securely, accurately, and 

efficiently. 

Governments and tax authorities worldwide provide dedicated e-filing portals where 

taxpayers can: 

✔ Register and log in to their tax accounts. 

✔ Enter their income details and tax deductions. 

✔ Upload necessary financial documents. 

✔ Verify and submit their tax returns online. 

✔ Pay taxes directly through online banking or digital payment methods. 

 
E-filing is governed by tax laws and regulations specific to each country, ensuring 

compliance and reducing errors in tax administration. 

Importance of E-Filing of Tax Returns 

 
E-filing is a revolutionary shift in tax compliance that offers numerous advantages to 

taxpayers and government agencies. 

1. Convenience and Accessibility 

 

✔ Taxpayers can file their tax returns anytime, anywhere, eliminating the need to visit 

tax offices physically. 

✔ Online portals and mobile apps make e-filing accessible to a broader population. 

✔ Non-resident individuals (NRIs) and international businesses can file their taxes 

remotely. 
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2. Faster Processing and Quick Refunds 

 

✔ E-filing systems process tax returns much faster than manual filing. 

✔ Refunds are credited to taxpayers' bank accounts quickly, often within weeks. 

✔ Automated systems eliminate the need for excessive manual verification, 

speeding up the process. 

3. Accuracy and Error Reduction 

 

✔ E-filing portals come with built-in validation checks that detect errors in tax 

calculations. 

✔ Pre-filled forms (in some countries) retrieve income details directly from employers 

and financial institutions, minimizing data entry mistakes. 

✔ Taxpayers receive real-time alerts if any information is missing or incorrect. 

 
4. Cost-Effective and Environmentally Friendly 

 

✔ Reduces the cost of printing, mailing, and processing paper returns. 

✔ Saves government resources by automating the assessment process. 

✔ Promotes a paperless system, contributing to environmental conservation. 

 
5. Secure and Confidential 

 

✔ E-filing portals use advanced encryption technologies to protect sensitive tax and 

financial data. 

✔ Features like multi-factor authentication (MFA), digital signatures, and OTP 

verification enhance security. 

✔ Minimizes the risk of document loss, fraud, and unauthorized access. 

 
6. Reduces Tax Evasion and Fraud 
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✔ Since e-filing leaves a digital footprint, it becomes easier for tax authorities to detect

 inconsistencies. 

✔ Helps governments track taxable income, detect fraudulent claims, and prevent 

tax evasion. 

7. Integration with Banking and Financial Systems 

 

✔ Direct bank integration allows seamless online tax payments. 

✔ Automatic retrieval of investment and TDS (Tax Deducted at Source) details 

simplifies filing for taxpayers. 

 
8. Legal Compliance and Avoidance of Penalties 

 

✔ Taxpayers can ensure timely filing and avoid penalties for late submissions. 

✔ Many countries mandate compulsory e-filing for businesses and high-income 

individuals, ensuring compliance with tax laws. 

E-filing of tax returns is a game-changer in tax administration, offering efficiency, 

transparency, security, and accuracy. It benefits both taxpayers and tax authorities by 

reducing paperwork, minimizing errors, and ensuring faster processing of returns 

and refunds. 

With continuous advancements in Artificial Intelligence (AI), Blockchain, and 

Automation, e-filing is becoming the standard mode of tax submission worldwide, 

paving the way for a fully digital tax ecosystem. 

 
 

 
2. Nature of E-Filing of Tax Returns 
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The nature of e-filing revolves around the digitization of tax administration, making tax 

compliance more transparent, secure, and efficient. 

A. Voluntary and Mandatory Nature 

 
 Voluntary E-Filing: Individuals with lower income levels in some countries may 

choose to file electronically or manually. 

 Mandatory E-Filing: Governments require businesses, corporations, and high- 

income individuals to e-file to ensure greater transparency and minimize tax 

evasion. 

B. Automated and Error-Free Process 

 
E-filing systems provide pre-filled tax forms (based on employer-provided data) and 

real-time validation to minimize human errors. Taxpayers receive instant alerts in case of 

inconsistencies. 

C. Secure and Confidential 

 
Data security is a core aspect of e-filing. Government portals use encryption, multi-

factor authentication (MFA), and digital signatures to protect taxpayer information 

from cyber threats. 

D. Accessibility and Remote Filing 

 

Unlike traditional paper-based tax filing, e-filing allows taxpayers to submit returns from 

anywhere, providing flexibility to individuals, freelancers, expatriates, and businesses 

operating in multiple locations. 

E. Integration with Banking Systems 
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E-filing platforms are directly linked to banking networks, enabling seamless online tax 

payments and quicker processing of refunds. 

F. Eco-Friendly and Sustainable 

 
E-filing reduces the need for printed forms and physical storage, contributing to 

environmental conservation and sustainability. 

 
3. Scope of E-Filing of Tax Returns 

 
E-Filing is not limited to individual tax returns but extends to various types of taxes 

and filings. Its scope continues to expand with technological advancements and 

government initiatives. 

 
A. Individual and Corporate Tax Filings 

 
E-filing systems cater to: 

✔ Salaried employees filing annual income tax returns. 

✔ Self-employed professionals and freelancers declaring their business income. 

✔ Companies, LLPs (Limited Liability Partnerships), and corporations submitting 

corporate tax filings. 

B. Indirect Tax Filings (e.g., GST, VAT, Sales Tax) 

 
In countries with Goods and Services Tax (GST) or Value-Added Tax (VAT) systems, 

e-filing is mandatory for businesses. For example, in India, GST returns must be filed 

electronically every month or quarter. 

 
C. Tax Deducted at Source (TDS) Filings 
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Employers and businesses that deduct tax at source (TDS) are required to submit 

TDS statements online, ensuring compliance with withholding tax regulations. 

 
D. International Tax Compliance 

 

Multinational corporations (MNCs) and expatriates can e-file their taxes across multiple 

jurisdictions, ensuring compliance with global tax treaties and transfer pricing laws. 

E. Real-Time Tax Assessments & Digital Tax Notices 

 
With AI-powered e-filing systems, tax authorities can conduct real-time assessments, 

issue digital tax notices, and allow taxpayers to rectify errors without lengthy manual 

processing. 

 
F. Integration with Artificial Intelligence & Blockchain 

 
The scope of e-filing is expanding with: 

✔ Artificial Intelligence (AI) – Smart tax calculators, automated data retrieval, and 

fraud detection. 

✔ Blockchain Technology – Enhancing security and transparency in tax compliance. 

 
 
 

 
E-filing of tax returns is a key component of modern tax administration, offering speed, 

efficiency, security, and accessibility to taxpayers worldwide. Its nature is deeply rooted 

in automation, accuracy, and digital governance, while its scope continues to 

expand with emerging technologies. 

 
As governments move towards 100% digital tax compliance, e-filing will become a 

default mechanism for tax submission across the world. 
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Types of Assessees Under Income Tax 

Introduction 

An assessee under the Income Tax Act refers to any person or entity who is liable to 

pay tax, file a tax return, or comply with tax-related legal obligations. The classification of 

assessees plays a crucial role in determining tax liability, exemptions, filing 

procedures, and compliance requirements. 

The Income Tax Act recognizes various types of assessees based on their legal status, 

sources of income, and business operations. Each category of assessee is subject to 

different tax treatment and provisions. Understanding these classifications is essential for 

proper tax planning and compliance. 

 
Types of Assessees Under Income Tax 

 

The different types of assessees under the Income Tax Act are classified based on their 

nature of existence, operational scope, and tax obligations. 

 
1. Individual Assessee 

 

An individual is a natural person who earns income from various sources and is subject 

to taxation under the applicable income tax slab rates. Individuals are taxed based on 

their total annual income, after considering deductions and exemptions available under 

the law. 

Subcategories of Individual Assessees 

 
a) Salaried Individuals 

 

✔ Employees working in government, private, or public sector jobs fall under this 

category. 
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✔ Their income includes basic salary, allowances, bonuses, perquisites, and 

incentives. 

✔ Employers deduct TDS (Tax Deducted at Source) from salaries before disbursing 

payments. 

b) Self-Employed Individuals & Professionals 

 

✔ This category includes professionals such as doctors, lawyers, architects, 

consultants, and freelancers. 

✔ Income is earned through consultancy, professional fees, commissions, or 

independent business activities. 

✔ Self-employed individuals must pay advance tax and maintain proper records of 

their earnings and expenses. 

c) Business Owners (Proprietorship Business) 

 

✔ Business owners running sole proprietorships are taxed under individual income 

tax slabs. 

✔ Unlike companies or partnerships, proprietorships do not have a separate legal 

identity, and all profits or losses are attributed to the owner. 

 
d) Senior Citizens & Super Senior Citizens 

 

✔ Senior citizens (60-80 years) and super senior citizens (80+ years) enjoy higher 

exemption limits and special tax benefits. 

✔ Their tax slabs are different from regular individuals, allowing them to save more tax. 

 
e) Non-Resident Individuals (NRI) 
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✔ NRIs are individuals who reside outside India but earn income from Indian sources,   

such   as   rental   income,   business   profits,   or  investments. 

✔ Their tax liability depends on their residential status under the Income Tax Act. 

✔ Some income sources, like interest earned on NRE accounts, are exempt from tax. 

 
2. Hindu Undivided Family (HUF) 

 

✔ A Hindu Undivided Family (HUF) is a unique tax entity that consists of individuals 

descended from a common ancestor, including their wives and unmarried 

daughters. 

✔ An HUF is treated as a separate tax entity under the Income Tax Act, distinct from its

 members. 

✔ The  head  of  the  family  (Karta)  manages  the  affairs  of  the  HUF. 

✔ Income earned by the HUF from ancestral property, business, or investments is 

taxed separately from the members' individual incomes, allowing tax-saving opportunities. 

 
3. Firms (Partnership & LLP) 

 
A firm refers to a business entity formed by two or more persons under a partnership 

agreement or Limited Liability Partnership (LLP) structure. 

a) Partnership Firms 

 

✔ A partnership firm is formed when two or more individuals join together to conduct 

business. 

✔  It  can  be  registered  or  unregistered  under  the  Partnership  Act. 

✔ The firm is taxed separately, while partners are taxed on their share of profits. 
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b) Limited Liability Partnership (LLP) 

 

✔ An LLP is a legally recognized entity that provides limited liability protection to its 

partners. 

✔ The LLP itself is taxed at a flat rate, and partners receive tax-free profit distribution. 

✔ LLPs are a preferred form of business due to fewer regulatory requirements 

compared to companies. 

4. Companies (Private, Public & Foreign Companies) 

 

A company is a legally incorporated entity under the Companies Act, separate from its 

owners or shareholders. 

Types of Companies for Tax Purposes: 

 
a) Domestic Companies 

 

✔ Companies registered in India are considered domestic companies for taxation 

purposes. 

✔ They are taxed at corporate tax rates, which vary based on turnover and type of 

company. 

b) Foreign Companies 

 

✔ Companies incorporated outside India but earning income from Indian sources are 

taxed as foreign companies. 

✔ These companies are subject to higher tax rates and different compliance 

requirements. 

c) Private Limited Company (Pvt. Ltd.) 
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✔  Owned by private shareholders with restricted share transferability. 

✔ It is subject to corporate tax rates and must file annual financial statements with the 

tax department. 

d) Public Limited Company (Ltd.) 

 

✔ A company listed on stock exchanges with publicly traded shares. 

✔ It follows strict regulatory norms and corporate governance policies. 

 
e) Startups and MSMEs 

 

✔ Recognized startups and Micro, Small, and Medium Enterprises (MSMEs) can avail 

tax exemptions and benefits under government schemes. 

✔ They enjoy lower tax rates and additional incentives for business growth and 

innovation. 

 
5. Association of Persons (AOP) & Body of Individuals (BOI) 

 

✔ Association of Persons (AOP) is a group of individuals or entities working together 

for a common purpose. 

✔ Body of Individuals (BOI) consists of a group of people earning income collectively 

without forming a legal partnership. 

Both AOP and BOI are treated as separate taxable entities and are taxed based on 

their total income. 

6. Local Authorities 

 

✔ Local governing bodies such as Municipal Corporations, Panchayats, Port 

Trusts, and Zila Parishads fall under this category. 
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✔ These entities earn income from rent, service charges, and commercial activities, 

which may be subject to taxation. 

7. Artificial Juridical Persons (AJP) 

 

✔ Artificial Juridical Persons (AJP) refer to entities that are legally recognized but are not

 human beings. Examples include: 

✔ Universities & Educational Institutions 

✔ Religious Trusts & Charitable Organizations 

✔ Cooperative Societies 

✔ Clubs & Trade Associations 

 
These entities may qualify for tax exemptions under specific provisions, depending 

on their nature and purpose. 

The classification of assessees under the Income Tax Act ensures a structured and fair 

taxation system. Each type of assessee has different tax rates, exemptions, and 

compliance obligations, which must be adhered to for proper tax planning. 

Understanding the types of assessees helps in minimizing tax liabilities, taking 

advantage of deductions, and ensuring legal compliance. 

 

UNIT I: Introduction, Nature and Scope 

📘 Small Questions 

S. No Questions LOCF Mapping 

1 What is Income Tax Return? K1 

2 Define Assessee. K1 

3 What is Scope of Income Tax? K2 
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S. No Questions LOCF Mapping 

4 What are types of Assessees? K2 

5 What is importance of filing returns? K2 

 

📗 Big Questions 

S. No Questions LOCF Mapping 

1 Explain meaning and scope of income tax returns. K2 

2 Describe types of assessees under Income Tax. K2 

3 Explain importance of filing income tax returns. K2 

4 Discuss nature of income tax system in India. K2 

5 Explain scope and application of income tax. K2 

 
 
Unit II - Returns filing under Income Tax 

 
Income tax Return forms – ITR1, ITR2, ITR3, ITR4 and ITR5–E-payment of tax–

Challan forms- ITNS 280, 281. 

 
 

 
Returns filing under Income Tax - ITR1,ITR2, ITR3,ITR4andITR5 
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Introduction to Income Tax Return (ITR) Filing 

 
Income Tax Return (ITR) filing is the process through which individuals and entities report 

their income, deductions, and tax liability to the Income Tax Department of India. Filing 

an ITR is mandatory for taxpayers whose income exceeds the prescribed exemption 

limit and for those who qualify under specific conditions. 

The Income Tax Department has introduced various ITR forms depending on the type 

of taxpayer and the nature of income. Selecting the correct form is essential for 

compliance, accurate tax calculation, and avoiding penalties. 

 
Types of Income Tax Return Forms (ITR-1 to ITR-5) 

 
The Income Tax Department has categorized return forms based on the source of 

income, legal status, and complexity of financial transactions. 

 

ITR Form Applicable To Sources of Income Covered 

ITR-1 

(SAHAJ) 

 
Individuals (Residents) 

Salary, Pension, One House Property, 

Other Sources (Interest, Dividends) 

 
ITR-2 

 
Individuals & HUFs (Not having 

Business/Professional Income) 

Salary, Pension, More than One 

House Property, Capital Gains, 

Foreign Assets & Income 

 
ITR-3 

Individuals & HUFs (Having 

Business/Professional Income) 

Business Income, Presumptive 

Income, Salary, Capital Gains 

ITR-4 

(SUGAM) 

Individuals, HUFs & Firms 

(excluding LLPs) 

Presumptive Income under Sections 

44AD, 44ADA, 44AE 

 
ITR-5 

 
Firms, LLPs, AOPs, BOIs 

Business Income, Rental Income, 

Other Sources 
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ITR-1 (SAHAJ) 

 
Introduction 

 
ITR-1, also known as SAHAJ, is the simplest income tax return form designed for 

resident individuals with straightforward income sources. This form is primarily for 

salaried employees, pensioners, and individuals with limited other sources of income. 

Filing ITR-1 is essential for tax compliance, claiming tax refunds, and maintaining a 

transparent financial record with the Income Tax Department of India. 

Who Can File ITR-1? 

 
ITR-1 can be filed by resident individuals whose total income does not exceed ₹50 

lakh and who earn from the following sources: 

 Salary or Pension 

 Income from one house property (excluding cases where loss is carried 

forward) 

 Income from other sources such as interest from savings accounts, fixed 

deposits, dividends, and pension income 

 Agricultural income up to ₹5,000 

Who Cannot File ITR-1? 

ITR-1 cannot be filed by: 

 
 Non-residents (NRIs) and Hindu Undivided Families (HUFs) 

 Individuals with total income exceeding ₹50 lakh 

 Those with income from business, profession, or capital gains 
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 Individuals earning from more than one house property 

 Taxpayers having foreign assets, income, or foreign bank accounts 

 Directors of companies or those holding shares in unlisted companies 

 Individuals claiming relief under Double Taxation Avoidance Agreement 

(DTAA) 

 
Structure of ITR-1 Form 

 
ITR-1 consists of several sections requiring key financial and personal details: 

 
1. Part A – General Information: Includes name, PAN, Aadhaar number, contact 

details, and residential status. 

2. Part B – Gross Total Income: Details salary, house property income, and 

income from other sources. 

3. Part C – Deductions and Taxable Income: Allows deductions under Sections 

80C to 80U (e.g., LIC premium, EPF, health insurance). 

4. Part D – Computation of Tax Liability: Calculates total tax payable based on 

the applicable tax slab. 

5. Part E – Tax Payments: Includes details of TDS, advance tax, and self-

assessment tax paid. 

How to File ITR-1? 

 
ITR-1 can be filed online via the Income Tax e-Filing portal using the following steps: 

 
1. Login to the Income Tax Portal (https://www.incometax.gov.in) 

2. Select "File Income Tax Return" and choose the assessment year 

3. Choose ITR-1 (SAHAJ) as the applicable form 

4. Fill in personal details, income details, deductions, and tax payments 

5. Verify the tax computation and ensure correct bank details for refunds 

 

https://www.incometax.gov.in/
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6. E-verify the return using Aadhaar OTP, net banking, or Digital Signature 

Certificate (DSC) 

Benefits of Filing ITR-1 

 
 Easy and simple return filing for salaried individuals 

 Quick processing of income tax refunds 

 Helps in loan approvals, visa applications, and financial planning 

 Avoids penalties and ensures compliance with tax laws 

 
ITR-1 (SAHAJ) is an ideal return form for individuals with salaried income, one house 

property, and minimal other sources of income. Filing it correctly ensures compliance, 

avoids penalties, and enables smooth financial transactions. 

 
Step-by-Step Guide to Filing ITR-1 Online 

 
Filing ITR-1 online is a simple process that can be done through the Income Tax e-Filing 

portal. Follow these steps to ensure a smooth and error-free filing: 

Step 1: Visit the Income Tax e-Filing Portal 

 
Go to the official Income Tax Department e-Filing portal: 

◻ https://www.incometax.gov.in 

 
Step 2: Login to Your Account 

 
1. Click on “Login” in the top right corner. 

2. Enter your User ID (PAN Number) and click Continue. 

3. Enter your Password and click Login. 

4. If you have forgotten your password, use the “Forgot Password” option to reset 

it. 

 

https://www.incometax.gov.in/
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Step 3: Select ‘File Income Tax Return’ 

 
1. Click on “e-File” in the menu bar. 

2. Select “Income Tax Return” from the dropdown. 

3. Choose the correct Assessment Year (e.g., for income earned in 2023-24, 

select AY 2024-25). 

4. Click Continue. 

 
Step 4: Choose Filing Mode & ITR Form 

 
1. Select “Online” mode for filing. 

2. Choose ITR-1 (SAHAJ) as the applicable form. 

3. Click Proceed. 

 
Step 5: Provide Basic Information 

 
1. Verify your PAN, Name, and Date of Birth. 

2. Select your Filing Type as Original Return (unless you are filing a revised 

return). 

3. Select Reason for Filing: 

o If your income is above the basic exemption limit 

o If you wish to claim a refund 

o If you meet any other tax criteria 

Step 6: Enter Income Details 

1. Salary Details: If your employer has already reported salary in Form 16, the 

system will auto-fill the details. Otherwise, enter: 

o Gross Salary 

o Allowances (HRA, LTA, etc.) 
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o Deductions under Section 16 (Standard Deduction, Professional Tax, 

etc.) 

2. House Property Income (if applicable): 

o Enter rental income if you have let out a property. 

o If it's self-occupied, enter zero income. 

3. Other Income Sources: 

o Interest from Fixed Deposits, Savings Accounts, etc. 

o Dividend Income 

 
Step 7: Enter Deductions & Tax-Saving Investments 

 
1. Add deductions under Chapter VI-A (Sections 80C to 80U), including: 

o 80C: LIC, PPF, EPF, Tax-saving FDs, ELSS 

o 80D: Health Insurance Premiums 

o 80TTA: Savings Account Interest (up to ₹10,000) 

2. The system will automatically compute taxable income after deductions. 

 
Step 8: Verify Tax Liability & TDS Details 

 
1. The portal will calculate your total tax liability. 

2. Verify details of TDS (Tax Deducted at Source) from Form 16 and Form 26AS. 

3. If any tax is due, pay it using Challan 280 and update the details. 

4. If a refund is due, provide bank account details for direct credit. 

 
Step 9: Preview & Submit Your Return 

 
1. Review all details carefully before submission. 

2. Click “Preview and Submit” to confirm. 

 
Step 10: E-Verify Your ITR 

 

 



Directorate of Distance and Continuing Education 
Manonmaniam Sundaranar University 

E-FILLING OF TAX RETURNS Page 31 

 

 

 

 

After submitting, you must verify the return using any of the following methods: 

✅ Aadhaar OTP (Fastest & Recommended) 

✅ Net Banking (If your bank supports it) 

✅ Digital Signature Certificate (DSC) 

✅Manually Send Signed ITR-V to CPC, Bengaluru (if e-verification is not done) 

 
Step 11: Download ITR-V & Acknowledgment 

 
1. Once verified, download the ITR-V Acknowledgment from the portal. 

2. If not e-verified, print ITR-V, sign it, and send it to CPC, Bengaluru within 120 

days. 

E-filing ITR-1 is a quick, efficient, and paperless process that ensures tax compliance 

while simplifying refunds. Ensure all details are accurate to avoid errors or notices from 

the Income Tax Department. 

Step-by-step guide on how to check your ITR status after filing: 

 
Step 1: Visit the Income Tax e-Filing Portal 

 
Go to the official Income Tax e-Filing website: 

◻ https://www.incometax.gov.in 

 
Step 2: Login to Your Account 

 
1. Click on “Login” in the top right corner. 

2. Enter your User ID (PAN Number) and click Continue. 

3. Enter your Password and click Login. 

 
Step 3: Navigate to 'View Filed Returns' 

 
1. Click on “e-File” in the menu bar. 

 

https://www.incometax.gov.in/
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2. Select “Income Tax Returns” → “View Filed Returns”. 

 
Step 4: Check ITR Status 

 
1. A list of filed ITRs will appear. 

2. Check the status column, which may show one of the following: 
 
 

ITR Status Meaning 

Submitted & Pending for 

Verification 

 
You need to e-verify your return. 

 
Verified 

You have successfully verified your return, and it is 

awaiting processing. 

 
Processed 

Your ITR has been successfully processed by the 

Income Tax Department. 

 
Defective Return 

There is an issue with your return, and you may need to 

revise it. 

 
Refund Issued 

Your refund has been processed and credited to your 

bank account. 

 
 

 
Alternative Method: Check Status Without Logging In 

 
1. Go to the ITR Status Check Page: https://www.incometax.gov.in/iec/foportal 

2. Enter your PAN, Acknowledgment Number, and Captcha. 

3. Click Submit to view your ITR status. 

 
Step 5: Track Refund Status (If Applicable) 

 
 
 

 

http://www.incometax.gov.in/iec/foportal
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1. If you are expecting a refund, visit the TIN-NSDL website: 

◻ https://tin.tin.nsdl.com/oltas/refundstatuslogin.html 

2. Enter your PAN & Assessment Year. 

3. Click Submit to check the refund status. 

 
Checking your ITR status ensures that your tax filing is completed successfully and helps 

track any refunds or processing updates. If you find an issue (e.g., defective return), 

you can correct it promptly. 

 
Income Tax Return Form ITR-2: 

 
ITR-2 is an Income Tax Return (ITR) form prescribed by the Income Tax Department of 

India. It is applicable to individuals and Hindu Undivided Families (HUFs) who do not have 

income from business or profession but earn income from salary, pension, multiple house 

properties, capital gains, foreign assets, or other specified sources. This form is more 

detailed than ITR-1 (Sahaj) and requires a comprehensive declaration of income, 

deductions, and tax computations. 

 
1. Applicability of ITR-2 

 

ITR-2 must be filed by individuals or HUFs meeting any of the following criteria: 

 
Eligible Taxpayers 

 
 Individuals and HUFs with income from salary or pension 

 Individuals earning capital gains from the sale of equity shares, mutual funds, 

real estate, bonds, or other capital assets 

 Income from multiple house properties, including rental income or deemed 

rental income 

 Income from foreign sources or foreign assets (e.g., bank accounts, shares, 

real estate, or investments abroad) 
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 Director of a company (excluding those who derive business income) 

 Investment in unlisted equity shares during the financial year 

 Agricultural income exceeding ₹5,000 

 Total income exceeding ₹50 lakh, necessitating disclosure of assets and 

liabilities 

 Non-Resident Indians (NRIs) and Resident but Not Ordinarily Resident 

(RNOR) taxpayers 

 Income from other sources, such as interest from fixed deposits, savings 

accounts, dividends, and winnings from lotteries or horse racing 

Ineligible Taxpayers 

 
 Individuals earning income from business or profession (they must use ITR-3 

or ITR-4) 

 Individuals eligible to file ITR-1 (Sahaj) (i.e., those with income from salary, one 

house property, and total income up to ₹50 lakh) 

2. Documents Required for Filing ITR-2 

 

To ensure accurate and efficient filing of ITR-2, the following documents must be 

collected: 

 PAN Card – Mandatory for filing income tax returns 

 Aadhaar Card – Essential for authentication and verification 

 Form 16 – Issued by the employer for salaried individuals, detailing salary 

income and TDS 

 Form 26AS – Consolidated tax statement showing tax deducted, tax collected, 

and advance tax paid 

 Annual Information Statement (AIS) & Taxpayer Information Summary (TIS) 

– Summarizes financial transactions reported to the Income Tax Department 
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 Bank Account Statements – Reflecting interest earned on savings accounts, 

fixed deposits, and other investments 

 Capital Gains Statements – Provided by stockbrokers or mutual fund houses, 

detailing gains or losses from investments 

 Property Documents – Supporting rental income, home loan interest 

deductions, or capital gains from property sales 

 Interest Income Certificates – Issued by banks or post offices for FD and RD 

interest earnings 

 Foreign Asset and Income Details – Required for taxpayers with income or 

assets outside India 

 Investment Proofs – Documents related to tax-saving investments under 

Section 80C, 80D, and other deductions 

3. Structure of ITR-2 

 

ITR-2 consists of multiple sections requiring detailed disclosures. The key components 

include: 

Part A: General Information 

 

 Name, PAN, Aadhaar Number, and contact details 

 Residential status (Resident, RNOR, or NRI) 

 Filing type (original return or revised return) 

 Bank account details for refunds and verification 

 
Part B: Computation of Total Income 

 
 Income from salary/pension (including exempt allowances and deductions) 

 Income from house property (self-occupied, let-out, or deemed let-out) 

 Capital gains from shares, mutual funds, property, and other assets 
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 Income from other sources (interest, dividends, gifts, winnings, etc.) 

 Agricultural income (if exceeding ₹5,000) 

 
Schedule CG: Capital Gains 

 
 Short-term and long-term capital gains tax calculations 

 Exemptions under Section 54, 54EC, 54F, etc. 

 Details of securities transactions, property sales, and indexation benefits 

 
Schedule FA: Foreign Assets and Income 

 

 Declaration of bank accounts, financial interests, immovable properties, and 

other foreign holdings 

 
Schedule AL: Asset and Liability Details 

 
 Mandatory for taxpayers with total income exceeding ₹50 lakh 

 Disclosure of immovable property, vehicles, bank deposits, shares, debentures, 

and liabilities 

Schedule VI-A: Deductions Under Chapter VI-A 

 
 Section 80C: LIC, PPF, EPF, NSC, ELSS, etc. 

 Section 80D: Medical insurance premium 

 Section 80G: Donations to charitable organizations 

 Section 80E: Interest on education loans 

 
4. Filing Process for ITR-2 

 
The Income Tax Return can be filed using the following methods: 

 
Online Method (e-Filing) 
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1. Visit the Income Tax e-Filing Portal – https://www.incometax.gov.in 

2. Login using PAN and password 

3. Select ITR-2 and assessment year 

4. Enter details manually or use pre-filled JSON 

5. Validate and compute tax liability 

6. Pay self-assessment tax (if applicable) 

7. Verify and submit the return using Aadhaar OTP, DSC, or EVC 

Offline Method (Utility-Based Filing) 

1. Download the ITR-2 Utility (Excel or JSON) from the e-Filing portal 

2. Fill in income, deduction, and tax details 

3. Validate and generate XML/JSON file 

4. Upload the file on the e-Filing portal 

5. Verify the return using Aadhaar OTP, DSC, or EVC 
 
 
 

 
Filing through Tax Professionals 

 

 Chartered Accountants (CAs) and tax consultants assist in preparing and filing 

ITR-2, especially for individuals with complex income structures, foreign assets, or 

high-value investments. 

5. Due Dates for Filing ITR-2 

 
The deadlines for filing ITR-2 are: 

 
 

Financial Year (FY) Assessment Year (AY) Filing Due Date 

2023-24 2024-25 July 31, 2024 
 

 

https://www.incometax.gov.in/


Directorate of Distance and Continuing Education 
Manonmaniam Sundaranar University 

E-FILLING OF TAX RETURNS Page 38 

 

 

 

 

 

Financial Year (FY) Assessment Year (AY) Filing Due Date 

2024-25 2025-26 July 31, 2025 

 
 If the taxpayer’s accounts require audit, the deadline extends to October 31. 

 If tax audit applies, Form 3CA-3CD or 3CB-3CD must be submitted before filing 

ITR. 

6. Consequences of Late Filing 

 
Failure to file ITR-2 within the deadline results in: 

 
 Late filing penalty under Section 234F: 

o ₹5,000 if filed after due date but before December 31 

o ₹10,000 if filed after December 31 

o ₹1,000 if total income is below ₹5 lakh 

 Interest on unpaid tax under Sections 234A, 234B, and 234C 

 Loss of carry-forward benefits for capital losses and certain deductions 

 
7. Key Points to Remember 

 

 Ensure all incomes, deductions, and exemptions are accurately reported. 

 Verify pre-filled data from Form 26AS, AIS, and TIS before submission. 

 Maintain proper documentation to support claims, deductions, and capital gains. 

 Choose the correct assessment year to avoid errors. 

 Always e-verify the return within 30 days of filing to complete the process. 

 
Income Tax Return Form ITR-3: Comprehensive Overview 

 

ITR-3 is an Income Tax Return (ITR) form prescribed by the Income Tax Department of 

India. It is applicable to individuals and Hindu Undivided Families (HUFs) who have 

income from business or profession. This form is more detailed than ITR-1 and ITR- 
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2, requiring disclosure of business income, professional earnings, presumptive taxation 

details, capital gains, and other sources of income. 

 
1. Applicability of ITR-3 

 
ITR-3 must be filed by individuals or HUFs meeting any of the following criteria: 

 
Eligible Taxpayers 

 
 Individuals and HUFs with income from business or profession 

o Sole proprietors 

o Freelancers and professionals (doctors, lawyers, consultants, architects, 

etc.) 

o Income from partnership firms (excluding salary, interest, and commission 

received from a firm, which requires ITR-2) 

 Income from presumptive taxation under Sections 44AD, 44ADA, or 44AE, 

exceeding the prescribed limit or opting for regular taxation 

 Income from capital gains from the sale of shares, mutual funds, property, or 

other assets 

 Income from multiple house properties 

 Foreign income or foreign assets 

 Director in a company 

 Investment in unlisted equity shares during the financial year 

 Total income exceeding ₹50 lakh, requiring disclosure of assets and liabilities 

 Non-Resident Indians (NRIs) and Resident but Not Ordinarily Resident 

(RNOR) taxpayers 

 Income from other sources, such as interest, dividends, gifts, and winnings 

from lotteries or horse racing 

Ineligible Taxpayers 
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 Individuals and HUFs without business or professional income (they should file 

ITR-1 or ITR-2) 

 Companies and firms (they must use ITR-5, ITR-6, or ITR-7) 

 
2. Documents Required for Filing ITR-3 

 
To ensure accurate filing, the following documents should be collected: 

 
 PAN Card – Required for tax filing 

 Aadhaar Card – Mandatory for verification 

 Bank Account Statements – Reflecting transactions and interest earnings 

 Form 16 – For salaried individuals with additional business income 

 Form 26AS – Tax credit statement for TDS verification 

 Profit and Loss Account & Balance Sheet – For businesses and professionals 

 Books of Accounts – Sales, purchase records, expenses, invoices, and ledgers 

 Tax Audit Report (if applicable) – Required under Section 44AB if turnover 

exceeds prescribed limits 

 Capital Gains Statements – Details of stock market transactions, property 

sales, and mutual funds 

 Foreign Asset and Income Details – Required for individuals with foreign 

earnings or assets 

 Investment Proofs – Documents for deductions under Sections 80C, 80D, 80G, 

etc. 

 
 

 
3. Structure of ITR-3 

 

ITR-3 consists of multiple sections requiring detailed financial disclosures. The key 

components include: 
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Part A: General Information 

 
 Personal details, PAN, Aadhaar, and filing status 

 Business/profession details (nature of business, trade name, etc.) 

 Tax audit applicability under Section 44AB 

 
Part B: Computation of Total Income 

 

 Income from salary/pension (if applicable) 

 Income from house property (self-occupied, let-out, deemed let-out) 

 Income from business or profession (Schedule BP) 

o Profit/loss from proprietary business or professional services 

o Presumptive taxation details under Sections 44AD, 44ADA, or 44AE 

o GST turnover details (if applicable) 

 Capital gains from shares, mutual funds, property, and other assets 

 Income from other sources (interest, dividends, etc.) 

 Agricultural income (if exceeding ₹5,000) 

 
Schedule BP: Business and Profession Income 

 
 Revenue and expense details 

 Computation of net profit/loss 

 Depreciation and amortization deductions 

 Deductions under Sections 32, 35, 36, and 37 

 
Schedule CG: Capital Gains 

 

 Short-term and long-term capital gains 

 Exemptions under Sections 54, 54EC, 54F, etc. 

 
Schedule FA: Foreign Assets and Income 
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 Disclosure of foreign bank accounts, shares, property, and investments 

 
Schedule AL: Asset and Liability Statement 

 
 Mandatory for taxpayers with total income exceeding ₹50 lakh 

 Details of immovable property, shares, bonds, and financial liabilities 

 
Schedule VI-A: Deductions Under Chapter VI-A 

 
 Section 80C: LIC, PPF, EPF, NSC, ELSS, tuition fees, etc. 

 Section 80D: Medical insurance premium 

 Section 80E: Interest on education loans 

 Section 80G: Donations to charitable institutions 

 
4. Filing Process for ITR-3 

 

The Income Tax Return can be filed through the following methods: 

 
Online Method (e-Filing) 

 
1. Visit the Income Tax e-Filing Portal – https://www.incometax.gov.in 

2. Login using PAN and password 

3. Select ITR-3 and assessment year 

4. Enter details manually or use pre-filled JSON 

5. Validate and compute tax liability 

6. Pay self-assessment tax (if applicable) 

7. Verify and submit the return using Aadhaar OTP, DSC, or EVC 

Offline Method (Utility-Based Filing) 

1. Download the ITR-3 Utility (Excel or JSON) from the e-Filing portal 

2. Fill in income, deduction, and tax details 
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3. Validate and generate XML/JSON file 

4. Upload the file on the e-Filing portal 

5. Verify the return using Aadhaar OTP, DSC, or EVC 

Filing through Tax Professionals 

 Chartered Accountants (CAs) and tax consultants assist in preparing and filing 

ITR-3, especially for businesses, professionals, and those subject to tax audits. 

5. Due Dates for Filing ITR-3 
 
 

Financial Year (FY) Assessment Year (AY) Filing Due Date 

2023-24 2024-25 July 31, 2024 

2024-25 2025-26 July 31, 2025 

 
 If a tax audit is applicable, the deadline is October 31. 

 If a taxpayer is required to file Form 3CA-3CD or 3CB-3CD, the audit report 

must be submitted before filing ITR-3. 

6. Consequences of Late Filing 

 
Failure to file ITR-3 within the deadline results in: 

 
 Late filing penalty under Section 234F: 

o ₹5,000 if filed after due date but before December 31 

o ₹10,000 if filed after December 31 

o ₹1,000 if total income is below ₹5 lakh 

 Interest on unpaid tax under Sections 234A, 234B, and 234C 

 Loss of carry-forward benefits for business losses, capital losses, and 

deductions 
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7. Key Points to Remember 

 
 Ensure accurate reporting of income, deductions, and tax calculations. 

 Verify pre-filled data from Form 26AS, AIS, and TIS before submission. 

 Maintain proper records of invoices, expenses, and financial transactions. 

 Tax audit requirements under Section 44AB should be reviewed. 

 E-verification must be completed within 30 days of filing for return processing. 

 
Income Tax Return Form ITR-4 (Sugam): Comprehensive Overview 

 

ITR-4 (Sugam) is an Income Tax Return (ITR) form prescribed by the Income Tax 

Department of India. It is applicable to individuals, Hindu Undivided Families (HUFs), 

and firms (excluding LLPs) who opt for the presumptive taxation scheme under 

Sections 44AD, 44ADA, and 44AE of the Income Tax Act. This form is simpler than ITR-

3, designed for small businesses and professionals to declare their income without 

maintaining detailed books of accounts. 

 
1. Applicability of ITR-4 

 

ITR-4 must be filed by individuals, HUFs, and firms (excluding LLPs) meeting any of the 

following criteria: 

 
Eligible Taxpayers 

 

 Income from business under Section 44AD (Presumptive taxation for small 

businesses) 

o Gross turnover or receipts up to ₹2 crore 

o Declaring at least 6% (for digital transactions) or 8% (for cash 

transactions) as profit 

 Income from profession under Section 44ADA (Presumptive taxation for 

specified professionals) 
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o Gross receipts up to ₹50 lakh 

o Declaring at least 50% of gross receipts as income 

 Income from goods transportation under Section 44AE 

o Owning up to 10 goods carriages and opting for presumptive taxation 

 Income from salary/pension 

 Income from one house property (excluding cases with brought-forward 

losses) 

 Income from other sources (interest, dividends, winnings from lotteries, etc.) 

 Total income not exceeding ₹50 lakh 

Ineligible Taxpayers 

 Individuals or HUFs with total income exceeding ₹50 lakh 

 Taxpayers not opting for the presumptive taxation scheme 

 Individuals earning income from capital gains (they should file ITR-2 or ITR-3) 

 Businesses with turnover exceeding ₹2 crore (they must file ITR-3) 

 Professionals with receipts exceeding ₹50 lakh (they must file ITR-3) 

 Directors in a company or those having investments in unlisted equity shares 

 Individuals with foreign assets or foreign income 

 Firms structured as LLPs (Limited Liability Partnerships) 

 
2. Documents Required for Filing ITR-4 

 
The following documents should be collected before filing ITR-4: 

 
 PAN Card – Required for tax filing 

 Aadhaar Card – Mandatory for verification 

 Bank Account Statements – Reflecting interest earnings and transactions 

 Form 16 – For salaried individuals declaring additional business income 

 Form 26AS – Tax credit statement for TDS verification 
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 Annual Information Statement (AIS) & Taxpayer Information Summary (TIS) 

– Summarizes financial transactions 

 Details of Turnover or Gross Receipts – For business or professional income 

under the presumptive taxation scheme 

 GST Returns (if applicable) – Helps in reconciling turnover details 

 Investment Proofs – Documents for deductions under Sections 80C, 80D, 80G, 

etc. 

3. Structure of ITR-4 

 

ITR-4 consists of simplified sections for income declaration. The key components 

include: 

Part A: General Information 

 
 Personal details, PAN, Aadhaar, and filing status 

 Business/profession details (nature of business, trade name, etc.) 

 Bank account details for refunds and verification 

 
Part B: Computation of Total Income 

 
 Income from salary/pension 

 Income from one house property (self-occupied or let-out) 

 Income from business or profession (Presumptive Taxation Scheme) 

o 6% or 8% of turnover for businesses under Section 44AD 

o 50% of gross receipts for professionals under Section 44ADA 

o Fixed income per vehicle under Section 44AE 

 Income from other sources (interest, dividends, etc.) 

 Total deductions under Chapter VI-A (Sections 80C, 80D, 80G, etc.) 

 
Part C: Tax Computation and Payments 
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 Computation of taxable income and tax liability 

 Advance tax and self-assessment tax payments 

 TDS/TCS credits as per Form 26AS 

 
Schedule BP: Business and Profession Income (Presumptive Taxation) 

 

 Declaration of turnover/gross receipts 

 Calculation of presumptive income as per Sections 44AD, 44ADA, or 44AE 

 Confirmation of no requirement to maintain books of accounts 

 
Schedule VI-A: Deductions Under Chapter VI-A 

 
 Section 80C: LIC, PPF, EPF, NSC, ELSS, tuition fees, etc. 

 Section 80D: Medical insurance premium 

 Section 80E: Interest on education loans 

 Section 80G: Donations to charitable institutions 

 
4. Filing Process for ITR-4 

 

The Income Tax Return can be filed through the following methods: 

 
Online Method (e-Filing) 

 
1. Visit the Income Tax e-Filing Portal – https://www.incometax.gov.in 

2. Login using PAN and password 

3. Select ITR-4 and assessment year 

4. Enter details manually or use pre-filled JSON 

5. Validate and compute tax liability 

6. Pay self-assessment tax (if applicable) 

7. Verify and submit the return using Aadhaar OTP, DSC, or EVC 
 

 

https://www.incometax.gov.in/
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Offline Method (Utility-Based Filing) 

 
1. Download the ITR-4 Utility (Excel or JSON) from the e-Filing portal 

2. Fill in income, deduction, and tax details 

3. Validate and generate XML/JSON file 

4. Upload the file on the e-Filing portal 

5. Verify the return using Aadhaar OTP, DSC, or EVC 

Filing through Tax Professionals 

 Chartered Accountants (CAs) and tax consultants assist in preparing and filing 

ITR-4, especially for business owners and professionals. 

5. Due Dates for Filing ITR-4 
 
 

Financial Year (FY) Assessment Year (AY) Filing Due Date 

2023-24 2024-25 July 31, 2024 

2024-25 2025-26 July 31, 2025 

 
 If the taxpayer’s accounts require audit, the deadline extends to October 31. 

 
6. Consequences of Late Filing 

 
Failure to file ITR-4 within the deadline results in: 

 
 Late filing penalty under Section 234F: 

o ₹5,000 if filed after the due date but before December 31 

o ₹10,000 if filed after December 31 

o ₹1,000 if total income is below ₹5 lakh 

 Interest on unpaid tax under Sections 234A, 234B, and 234C 

 Loss of presumptive taxation benefits (forcing regular income computation) 
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7. Key Points to Remember 

 
 Ensure accurate reporting of turnover, receipts, and presumptive income. 

 Verify pre-filled data from Form 26AS, AIS, and TIS before submission. 

 Maintain proper records of invoices, deposits, and financial transactions. 

 E-verification must be completed within 30 days of filing for return processing. 

 
Income Tax Return Form ITR-5: Comprehensive Overview 

 

ITR-5 is an Income Tax Return (ITR) form prescribed by the Income Tax Department of 

India. It is applicable to partnership firms, LLPs, Association of Persons (AOPs), 

Body of Individuals (BOIs), Artificial Juridical Persons (AJPs), Business Trusts, 

and Investment Funds that do not file their returns under ITR-7. This form is used for 

reporting business and professional income, capital gains, and income from other 

sources. 

1. Applicability of ITR-5 

 
ITR-5 is required to be filed by entities other than individuals and companies, including: 

 
Eligible Taxpayers 

 
 Partnership firms registered under the Indian Partnership Act, 1932 

 Limited Liability Partnerships (LLPs) registered under the LLP Act, 2008 

 Association of Persons (AOPs) and Body of Individuals (BOIs) 

 Artificial Juridical Persons (AJPs) such as religious trusts, temples, and deities 

(not filing ITR-7) 

 Business Trusts registered under SEBI regulations 

 Investment Funds registered under Section 115UB of the Income Tax Act 

 Cooperative societies and societies registered under Societies Registration Act, 

1860 
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Ineligible Taxpayers 

 
 Individuals and HUFs (who must file ITR-1, ITR-2, ITR-3, or ITR-4) 

 Companies (who must file ITR-6 if not claiming exemption under Section 11) 

 Entities required to file ITR-7, such as charitable trusts, political parties, and 

institutions claiming exemptions under Sections 11, 12, and 13 

2. Documents Required for Filing ITR-5 

 
To ensure accurate filing, the following documents should be collected: 

 
 PAN Card – Required for tax filing 

 Aadhaar Card – For authentication (if applicable) 

 Partnership Deed or LLP Agreement – For verification of business structure 

 Form 26AS – Tax credit statement for TDS verification 

 Annual Information Statement (AIS) & Taxpayer Information Summary (TIS) 

– Financial transaction summary 

 Balance Sheet and Profit & Loss Account – Financial statements for business 

income computation 

 Books of Accounts and Ledgers – Including purchases, sales, and expense 

details 

 Tax Audit Report (if applicable) – Required under Section 44AB if turnover 

exceeds prescribed limits 

 Capital Gains Statements – Details of stock market transactions, property 

sales, and mutual funds 

 Details of Deductions Under Chapter VI-A – For claiming deductions like 80C, 

80D, 80G, etc. 

 Foreign Asset and Income Details – Required for entities with foreign 

transactions 
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3. Structure of ITR-5 

 

ITR-5 consists of multiple sections requiring detailed financial disclosures. The key 

components include: 

Part A: General Information 

 
 PAN, business name, and filing status 

 Nature of business/profession 

 Tax audit applicability under Section 44AB 

 Partner/Member details 

 
Part B: Computation of Total Income 

 
 Income from house property (if applicable) 

 Business or professional income 

o Computation of income under normal provisions 

o Computation under presumptive taxation (if opted) 

 Capital gains income 

 Income from other sources (interest, dividends, etc.) 

 Set-off and carry forward of losses 

Schedule BP: Business and Profession Income 

 Details of revenue, expenses, depreciation, and deductions 

 Computation of profit/loss 

 Tax audit applicability details 

 
Schedule CG: Capital Gains 

 

 Short-term and long-term capital gains from assets, securities, and property 
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 Exemptions under Sections 54, 54EC, 54F, etc. 

 
Schedule IT, TDS, TCS 

 
 Schedule IT: Advance tax and self-assessment tax paid 

 Schedule TDS: Tax deducted at source 

 Schedule TCS: Tax collected at source 

 
Schedule FA: Foreign Assets and Income 

 
 Disclosure of foreign bank accounts, shares, property, and investments 

 
Schedule AL: Asset and Liability Statement 

 
 Required if total income exceeds ₹50 lakh 

 
Schedule VI-A: Deductions Under Chapter VI-A 

 
 Section 80C: LIC, PPF, EPF, NSC, ELSS, tuition fees, etc. 

 Section 80D: Medical insurance premium 

 Section 80E: Interest on education loans 

 Section 80G: Donations to charitable institutions 
 
 
 

 
4. Filing Process for ITR-5 

 
The Income Tax Return can be filed through the following methods: 

 
Online Method (e-Filing) 

 
1. Visit the Income Tax e-Filing Portal – https://www.incometax.gov.in 

2. Login using PAN and password 
 

https://www.incometax.gov.in/
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3. Select ITR-5 and assessment year 

4. Enter details manually or use pre-filled JSON 

5. Validate and compute tax liability 

6. Pay self-assessment tax (if applicable) 

7. Verify and submit the return using DSC (Digital Signature Certificate) 

Offline Method (Utility-Based Filing) 

1. Download the ITR-5 Utility (Excel or JSON) from the e-Filing portal 

2. Fill in income, deduction, and tax details 

3. Validate and generate XML/JSON file 

4. Upload the file on the e-Filing portal 

5. Verify the return using DSC (mandatory for firms and LLPs) 

Filing through Tax Professionals 

 Chartered Accountants (CAs) and tax consultants assist in preparing and filing 

ITR-5, especially for firms and LLPs subject to tax audits. 

5. Due Dates for Filing ITR-5 
 
 

Financial Year (FY) Assessment Year (AY) Filing Due Date 

2023-24 2024-25 July 31, 2024 

2024-25 2025-26 July 31, 2025 

 
 If the entity’s accounts require audit, the deadline is October 31. 

 
6. Consequences of Late Filing 

 
Failure to file ITR-5 within the deadline results in: 
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 Late filing penalty under Section 234F: 

o ₹5,000 if filed after due date but before December 31 

o ₹10,000 if filed after December 31 

 Interest on unpaid tax under Sections 234A, 234B, and 234C 

 Loss of carry-forward benefits for business losses, capital losses, and 

deductions 

7. Key Points to Remember 

 
 Digital Signature Certificate (DSC) is mandatory for LLPs and firms while filing 

ITR-5. 

 Ensure accurate reporting of revenue, deductions, and tax calculations. 

 Verify pre-filled data from Form 26AS, AIS, and TIS before submission. 

 Tax audit under Section 44AB is required if turnover exceeds ₹1 crore (or ₹10 

crore for digital transactions). 

 E-verification  must  be  completed  within  30  days of  filing  for  return 

processing. 

 
E-Payment of Tax: Online Payment of Income Tax in India 

 

E-payment of tax is a convenient and secure method for taxpayers to pay various types 

of direct taxes such as advance tax, self-assessment tax, regular assessment tax, 

TDS/TCS payments, and demand payments through the online tax payment portal 

facilitated by the Income Tax Department of India. 

1. Categories of Taxes Paid through E-Payment 

 
1.1 Advance Tax 

 
 Applicable if total tax liability exceeds ₹10,000 in a financial year 

 Paid in installments during the year as per prescribed due dates 
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1.2 Self-Assessment Tax (SAT) 

 

 Paid before filing the Income Tax Return (ITR) if tax liability remains after TDS 

and advance tax payments 

1.3 Regular Assessment Tax 

 
 Paid when the Income Tax Department issues a demand notice under Section 

143(1), 147, or 154 

 
1.4 Tax Deducted at Source (TDS) and Tax Collected at Source (TCS) 

 

 Paid by employers, deductors, or collectors who withhold tax from payments 

made to employees, contractors, or vendors 

1.5 Demand Payment 

 

 Tax paid against outstanding dues or notices received from the Income Tax 

Department 

 
2. Methods for E-Payment of Tax 

 
Taxes can be paid electronically via: 

 
2.1 Online Payment via Income Tax Portal 

 
1. Visit the Income Tax e-Filing Portal: https://www.incometax.gov.in 

2. Log in using PAN/TAN and password 

3. Select ‘e-Pay Tax’ option 

4. Choose ‘Proceed for Tax Payment’ and select: 

o Assessment Year 

o Type of Payment (Advance Tax, Self-Assessment Tax, TDS/TCS, etc.) 
 

https://www.incometax.gov.in/
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5. Enter tax amount and select payment mode (Net Banking, Debit Card, UPI, 

RTGS/NEFT) 

6. Complete payment and generate a challan (Challan 280 for individuals, 

Challan 281 for TDS/TCS payments) 

2.2 Payment via Bank Portal (Net Banking/Debit Card/UPI) 

 
 Taxpayers can log in to their respective authorized bank’s net banking portal 

 Select ‘Tax Payment’ and enter Challan 280/281 details 

 Make the payment and download the Challan Receipt (CIN) 

 
2.3 NEFT/RTGS Payment via Bank Branch 

 
 Generate Mandate Form from the e-Filing portal 

 Visit the bank and complete NEFT/RTGS transfer 

 Payment confirmation is updated in the Income Tax Department’s system 

 
3. Important Challans for E-Payment 

 
 

Challan Number Applicable for 

Challan 280 Self-assessment tax, advance tax, and regular assessment tax 

Challan 281 TDS/TCS payments 

Challan 282 Gift tax, securities transaction tax (STT), and other direct taxes 

Challan 283 Banking cash transaction tax and fringe benefits tax (FBT) 

 
 

 
4. Due Dates for E-Payment of Taxes 

 
4.1 Advance Tax Payment Schedule 
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Installment Due Date Percentage of Total Tax Payable 

1st Installment June 15 15% 

2nd Installment September 15 45% (cumulative) 

3rd Installment December 15 75% (cumulative) 

4th Installment March 15 100% 

 
4.2 Self-Assessment Tax and Regular Tax Payment 

 
 Paid before filing ITR or as per Income Tax Department notices 

 
4.3 TDS/TCS Payment Due Dates 

 
 For non-government deductors: 7th of the following month 

 For government deductors: Last working day of the month 

 
5. Consequences of Non-Payment or Late Payment 

 
 Interest under Section 234A, 234B, and 234C for late payment of advance 

tax/self-assessment tax 

 Late payment penalty under Section 221(1) for default in payment of demand 

tax 

 Prosecution under Section 276B for failure to deposit TDS/TCS 

 
6. How to Verify E-Payment Status 

 
 Log in to the Income Tax e-Filing Portal 

 Navigate to ‘View Tax Credit Statement (Form 26AS)’ 

 Verify payment details and challan number 

 
7. Key Points to Remember 
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 Always download and save Challan Identification Number (CIN) as proof of 

payment 

 Ensure tax is paid under the correct assessment year and challan type 

 Use DSC or Aadhaar OTP for verification if paying on behalf of firms/LLPs 

 
Challan Forms – ITNS 280 & ITNS 281: 

 
The Income Tax Department of India has prescribed various challan forms for different 

types of tax payments. ITNS 280 and ITNS 281 are the most commonly used challans 

for direct tax payments and TDS/TCS payments respectively. 

 
1. Challan ITNS 280 – Payment of Income Tax 

 
ITNS 280 is used for the payment of income tax by individuals, HUFs, firms, and 

other entities. It facilitates tax payments under various categories, including advance 

tax, self-assessment tax, and regular assessment tax. 

 
1.1 Who Should Use ITNS 280? 

 
 Individuals and HUFs paying advance tax or self-assessment tax 

 Firms, LLPs, and Companies making direct tax payments 

 Taxpayers making payment for demand raised by the Income Tax 

Department 

1.2 Types of Taxes Paid Using ITNS 280 
 
 

Tax Type Description 

Advance Tax (100) Tax paid in advance before the end of the financial year 

Self-Assessment Tax (300) Tax paid before filing ITR if outstanding tax liability exists 

Regular Assessment Tax Tax paid after an assessment order from the Income Tax 
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Tax Type Description 

(400) Department 

Surcharge and Cess 

Payments 

 
Additional tax components paid along with income tax 

 
Other Direct Taxes 

Includes tax under special provisions like Minimum 

Alternate Tax (MAT) 

 
1.3 How to Fill Challan ITNS 280? 

 

1. Select Type of Payment – Choose from advance tax, self-assessment tax, or 

regular assessment tax 

2. Enter PAN Number – Ensure correct PAN to avoid misallocation 

3. Select Assessment Year – Choose the correct AY for tax payment (e.g., for FY 

2023-24, AY is 2024-25) 

4. Fill in Personal/Entity Details – Name, address, and contact information 

5. Enter Tax Payment Details – Breakup of tax amount, surcharge, cess, and 

interest (if applicable) 

6. Choose Payment Mode – Net Banking, Debit Card, UPI, or NEFT/RTGS 

7. Confirm and Generate Challan – Ensure accuracy before submission 

 
1.4 Online Payment Process via ITNS 280 

 
1. Visit the Income Tax e-Filing portal: https://www.incometax.gov.in 

2. Select ‘e-Pay Tax’ and choose Challan ITNS 280 

3. Enter PAN, AY, and tax details 

4. Proceed with payment using available banking options 

5. Download Challan Receipt (CIN) for records 

 
1.5 Important Considerations for ITNS 280 

 

https://www.incometax.gov.in/
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 Self-assessment tax must be paid before filing ITR to avoid late fees under 

Section 234A 

 Interest under Sections 234B and 234C applies for late advance tax 

payments 

 Verify tax credits in Form 26AS after payment 

 
2. Challan ITNS 281 – Payment of TDS/TCS 

 
ITNS 281 is used by deductors to deposit Tax Deducted at Source (TDS) and Tax 

Collected at Source (TCS). It ensures that tax deducted or collected from payments like 

salary, interest, rent, and commission is deposited with the government. 

2.1 Who Should Use ITNS 281? 

 
 Employers deducting TDS on salary payments 

 Businesses deducting TDS on payments to contractors, professionals, or 

rent 

 Entities collecting TCS on specified transactions under Section 206C 

 Government agencies deducting TDS on payments 

 

2.2 Types of Taxes Paid Using ITNS 281 
 
 

Tax Type 
Applicable 

Section 
Purpose 

TDS on Salary (92A, 

92B) 

 

Section 192 

 

Tax deducted from employee salaries 

TDS on Contractors Section 194C Tax deducted on contractor payments 

 
TDS on Rent 

 
Section 194I 

Tax deducted on rent payments above 

₹2,40,000 per year 
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Tax Type 
Applicable 

Section 
Purpose 

TDS on Professional 

Fees 

 
Section 194J 

Tax deducted on consultancy, legal, and 

professional services 

 
TDS on Dividends 

 

Section 194 
Tax deducted on dividend payments to 

shareholders 

TCS on Sale of 

Goods 

 
Section 206C 

Tax collected on sale of specified goods (e.g., 

alcohol, scrap, minerals) 

 
2.3 How to Fill Challan ITNS 281? 

 
1. Select Deduction Type – Choose TDS or TCS 

2. Enter TAN Number – Mandatory for all deductors 

3. Select Payment Type – Choose whether tax is for government/non-government 

deductees 

4. Enter Details – Tax amount, interest, penalty, and surcharge 

5. Choose Payment Mode – Net Banking, Debit Card, or NEFT/RTGS 

6. Generate Challan and Pay Online 

 
2.4 Online Payment Process via ITNS 281 

 
1. Visit the Income Tax e-Filing portal or authorized bank site 

2. Select ‘e-Pay Tax’ and choose Challan ITNS 281 

3. Enter TAN, AY, and TDS/TCS details 

4. Proceed with payment using Net Banking or other payment methods 

5. Download Challan (CIN) and maintain records 

 
2.5 Important Considerations for ITNS 281 

 
 TDS/TCS payments must be deposited by the 7th of the following month 
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 Late payment results in interest under Section 201(1A) 

 Verify challan details before submission to avoid correction issues 
 
 
 

 
3. Key Differences Between ITNS 280 and ITNS 281 

 
 

Criteria ITNS 280 (Income Tax Payment) 
ITNS 281 (TDS/TCS 

Payment) 

 
Applicable To 

 
Individuals, HUFs, firms, companies 

Employers, businesses, 

and government agencies 

 
Purpose 

Payment of income tax (advance tax, 

self-assessment, etc.) 

Payment of TDS/TCS 

deducted from others 

Identification Requires PAN Requires TAN 

 
Due Dates 

Based on tax category (Advance Tax: 

quarterly, Self-Assessment: before ITR 

filing) 

 
7th of the next month for 

TDS/TCS payments 

Penalty  for  Late 

Payment 

Interest under Sections 234A, 234B, 

234C 

Interest under Section 

201(1A) 

 
 

 
4. Verification of Tax Payments 

 

After tax payment using ITNS 280 or ITNS 281, verification can be done by: 

 
 Checking Form 26AS (Tax Credit Statement) on the e-Filing portal 

 Verifying the Challan Identification Number (CIN) in the bank receipt 

 Cross-checking details in the e-TDS Return (for TDS payments) 
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 ITNS 280 is used for self-assessment, advance tax, and regular tax 

payments by individuals and entities. 

 ITNS 281 is used for depositing TDS/TCS deducted by employers and 

businesses. 

 Timely payment ensures compliance and prevents penalties. 

 
To ensure compliance with the Income Tax Act, 1961, businesses and individuals 

responsible for Tax Deducted at Source (TDS) must follow proper procedures for filing 

TDS returns, correcting challans, and reconciling payments. 

 
 

 
1. TDS Return Filing 

 
TDS return is a quarterly statement submitted by deductors detailing TDS collected and 

deposited with the government. 

1.1 Who Must File a TDS Return? 

 
 Employers deducting TDS on salary payments under Section 192 

 Companies deducting TDS on contractors, rent, interest, and professional 

fees 

 Banks deducting TDS on fixed deposit interest 

 E-commerce operators deducting TDS under Section 194-O 

 Businesses collecting TCS under Section 206C 

 
1.2 Forms for TDS Return Filing 

 
 

Form No. Applicable For 
Filing 

Frequency 
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Form No. Applicable For 
Filing 

Frequency 

Form 24Q TDS on Salary (Section 192) Quarterly 

 
Form 26Q 

TDS on non-salary payments (contractors, rent, 

professional fees, etc.) 

 
Quarterly 

Form 27Q TDS on payments to non-residents (NRI) Quarterly 

Form 

27EQ 

 
Tax Collected at Source (TCS) 

 
Quarterly 

 
1.3 Due Dates for TDS Returns 

 
 

Quarter TDS Return Due Date 

April - June 31st July 

July - September 31st October 

October - December 31st January 

January - March 31st May 

 
1.4 Steps to File a TDS Return 

 
1. Prepare the TDS return file using the Return Preparation Utility (RPU) 

provided by NSDL 

2. Validate the file using File Validation Utility (FVU) 

3. Upload the validated return on the TRACES portal 

(https://www.tdscpc.gov.in/) 

4. Verify using Digital Signature Certificate (DSC) or Aadhaar OTP 

5. Download TDS Acknowledgment (Token Number) for reference 
 
 
 

 

https://www.tdscpc.gov.in/
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2. Challan Corrections (Correction in ITNS 281/280 Payments) 

 
Errors in TDS challans, such as incorrect Assessment Year (AY), PAN/TAN, or tax 

amount, require corrections. Corrections can be classified as: 

2.1 Online Correction via TRACES Portal 

 
 Available for TAN and AY corrections, section code modifications, and 

major head changes 

 Requires approval from the Assessing Officer (AO) in some cases 

 
2.2 Offline Correction via Bank 

 
 If an incorrect amount is entered, a written request must be submitted to the 

bank with the original challan receipt 

 
2.3 Correction via Jurisdictional Assessing Officer (AO) 

 
 If online and bank corrections fail, submit a request to the AO with: 

o Original challan copy 

o PAN/TAN details 

o Justification letter for correction 

 
2.4 Time Limit for Challan Correction 

 
 Within 7 days from payment if correcting through the bank 

 No time limit for correction through AO 
 
 
 

 
3. TDS Reconciliation: Matching TDS with Form 26AS and Books of Accounts 
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TDS reconciliation ensures that deducted and deposited TDS is correctly reflected 

in Form 26AS. 

 
3.1 Steps for TDS Reconciliation 

 
1. Download Form 26AS from the TRACES portal 

2. Match challan details with books of accounts (TDS ledger) 

3. Verify if TDS deducted is reflected against the correct PAN 

4. Identify mismatches and file correction statements if needed 

 
3.2 Common Issues in TDS Reconciliation 

 
 

Issue Possible Reason Resolution 

TDS not reflecting in Form 

26AS 

Incorrect  PAN/TAN  used 

in TDS return 

File a correction return with 

the correct PAN 

Excess TDS deducted but 

not claimed 

Incorrectly mentioned 

section or rate 

Apply for a refund or adjust in 

the next return 

Mismatch in TDS deposited 

vs. deducted 

Incorrect amount entered 

in challan 

File challan correction 

request 

 
3.3 Consequences of Mismatched TDS 

 
 Notice from Income Tax Department for short payment 

 Disallowance of expenses if TDS is not deducted properly 

 Penalty under Section 271C for non-deduction 
 
 
 

 
4. Late Payment and Non-Compliance Penalties 

 
4.1 Late Payment of TDS 
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 Interest @ 1% per month for delayed deduction 

 Interest @ 1.5% per month for delayed deposit 

 
4.2 Late Filing of TDS Returns 

 
 Penalty of ₹200 per day under Section 234E 

 Maximum penalty up to TDS amount due 

 
4.3 Failure to Deduct or Deposit TDS 

 
 Penalty under Section 271C equal to the TDS amount 

 Prosecution under Section 276B in extreme cases 

 
Best Practices 

 
 Ensure timely deposit of TDS and correct filing of returns to avoid 

penalties. 

 Verify Form 26AS regularly to detect mismatches early. 

 Use TRACES for online corrections and reconciliation. 

 Keep proper records of challans, acknowledgments, and TDS returns. 

 
Ensuring compliance with TDS regulations involves timely filing of returns, correcting 

errors, claiming refunds, and registering TAN correctly. Below is a detailed guide on 

these processes. 

 
1. TDS Refund Claims 

 
1.1 Who is Eligible for a TDS Refund? 

 
A TDS refund arises when: 

 
 Excess TDS has been deducted compared to actual tax liability. 
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 TDS is deducted even when total income is below the taxable limit. 

 Wrong tax deduction section applied, leading to higher deduction. 

 Exempt income (e.g., PF withdrawal, senior citizen interest) is subjected to 

TDS. 

1.2 How to Claim a TDS Refund? 

 
For Individual Taxpayers 

 
1. File an Income Tax Return (ITR) mentioning the TDS deducted. 

2. Declare total income, exemptions, and deductions to compute tax liability. 

3. If total tax liability is lower than TDS deducted, a refund is generated. 

4. Once the ITR is processed, the refund is credited to the bank account. 

 

For Businesses (Companies, Firms, LLPs, etc.) 

 
 Excess TDS deposited by mistake can be adjusted in subsequent quarters. 

 If no future adjustments are possible, a refund request must be filed in the 

income tax return. 

1.3 Checking TDS Refund Status 

 
 Log in to the e-Filing portal (https://www.incometax.gov.in) 

 Navigate to ‘Refund/Demand Status’ 

 Alternatively, track refund status at NSDL 

(https://tin.tin.nsdl.com/oltas/refundstatus.jsp) 

1.4 Timeline for TDS Refund Processing 

 
 Refunds are usually processed within 3 to 6 months after ITR filing. 

 
 

 

https://www.incometax.gov.in/
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 Delay beyond 6 months earns an interest of 0.5% per month under Section 

244A. 

 
1.5 Special Cases for TDS Refund 

 
 Senior citizens (above 60 years) earning only interest income can submit 

Form 15H to avoid TDS deduction. 

 Non-salaried professionals, freelancers, and businesses should ensure 

correct PAN is mentioned to avoid mismatches in TDS credit. 
 
 
 

 
2. Revised TDS Return Filing 

 
Errors in TDS returns such as wrong PAN, incorrect TDS amount, or missing 

challan details require a revised return (correction statement). 

 
2.1 Common Errors Requiring a Revised Return 

 
 Incorrect PAN/TAN of deductee 

 Incorrect TDS rate or amount deducted 

 Incorrect challan details (CIN, BSR code, date) 

 Omission of deductee details 

 
2.2 Steps to File a Revised TDS Return 

 
1. Download the latest Consolidated TDS File (Conso File) from TRACES. 

2. Use the Return Preparation Utility (RPU) by NSDL to make corrections. 

3. Validate the file using File Validation Utility (FVU). 

4. Upload the corrected .fvu file to TRACES under the "Correction Statement" 

section. 
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5. After processing, verify the updated Form 26AS for correctness. 

 
2.3 Time Limit for Filing a Revised TDS Return 

 
 No strict deadline, but must be done before assessment by the Income Tax 

Department. 

 If TDS is claimed incorrectly, revision should be done before March 31 of the 

relevant AY. 

 
2.4 Fees and Penalty for Incorrect TDS Filing 

 
 Penalty of ₹200 per day (Section 234E) if TDS return is not filed on time. 

 If incorrect details lead to tax evasion, penalty up to ₹1,00,000 (Section 271H) 

may apply. 

 
3. TAN (Tax Deduction and Collection Account Number) Registration 

 
TAN is mandatory for all entities deducting or collecting tax at source. Without 

TAN, TDS returns cannot be filed. 

3.1 Who Needs to Obtain TAN? 

 

 Employers deducting TDS on salaries. 

 Businesses deducting TDS on payments to vendors. 

 Banks deducting TDS on deposits. 

 E-commerce operators deducting TDS under Section 194-O. 

 
3.2 How to Apply for TAN? 

 

Online Process via NSDL 

 
1. Visit NSDL portal (https://tin.tin.nsdl.com/tan/index.html). 
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2. Click on ‘Apply for New TAN’. 

3. Fill Form 49B with business/entity details. 

4. Pay ₹65 application fee and submit the form. 

5. TAN is allotted within 7–10 working days. 

 
Offline Process 

 
1. Download Form 49B and fill the details. 

2. Submit to TIN-FC center along with required documents. 

3. TAN is sent via post upon approval. 

 
3.3 How to Check TAN Status? 

 
 Visit NSDL TAN status page (https://tin.tin.nsdl.com/tan/StatusTrack.html) 

 Enter acknowledgment number received after application. 

 
3.4 Consequences of Non-Compliance 

 
 Deducting TDS without a valid TAN attracts a penalty of ₹10,000 under Section 

272BB. 

 Incorrect TAN in TDS returns leads to rejection of the return. 

 
4. Key Takeaways and Best Practices 

 
 

Process Key Considerations 

 
TDS Refund 

Ensure correct PAN and deduction details to avoid mismatches. 

Refunds are processed after ITR filing. 

Revised TDS 

Return 

Correction must be made before tax assessment. Ensure updates 

reflect in Form 26AS. 
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Process Key Considerations 

TAN 

Registration 

 
Mandatory for all TDS deductors. Apply online for faster processing. 

Penalty 

Avoidance 

 
File returns on time to avoid late fees under Section 234E & 271H. 

 
 
 
 
 

UNIT II: Returns Filing under Income Tax 

📘 Small Questions 

S. No Questions LOCF Mapping 

1 What is ITR-1? K1 

2 What is ITR-2? K1 

3 What is ITR-3? K1 

4 What is e-payment of tax? K2 

5 What is Challan ITNS 280? K2 

 

📗 Big Questions 

S. No Questions LOCF Mapping 

1 Explain different ITR forms (ITR-1 to ITR-5). K2 

2 Describe procedure for e-payment of tax. K2 

3 Explain challan forms ITNS 280 and 281. K2 

4 Discuss filing of income tax returns. K2 

5 Explain importance of online tax payment system. K2 
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Unit III- Tax Deducted at Source (TDS) 

 
TDS– Sec.192 (Salary), Sec.194 (Bank Interest), Sec.194H (Commission and 

Brokerage),194I ( Rent), 194 J (Professional fees) 

 
Tax Deducted at Source (TDS) – Complete Guide 

 

Tax Deducted at Source (TDS) is a mechanism under the Income Tax Act, 1961, where 

tax is collected at the time of payment itself, ensuring a steady inflow of revenue to the 

government. It applies to salaries, interest, rent, professional fees, commissions, and 

other specified payments. 

1. Applicability of TDS 

 

TDS applies to payments made by individuals, businesses, and government 

organizations to various recipients. Deductors (employers, companies, banks, etc.) must 

deduct tax before making payments and deposit it with the Income Tax Department. 

1.1 Payments Subject to TDS 
 
 

Section Nature of Payment Threshold (₹) TDS Rate 

 
192 

 

Salary 
As per Income Tax 

Slab 

 

As per slab rates 

 
 

 
194C 

 

 

Payments to 

Contractors/Sub-Contractors 

₹30,000 (single 

payment) / 

₹1,00,000 

(aggregate in a 

year) 

 

 

1% (Individuals/HUF), 2% 

(Others) 

194H Commission/Brokerage ₹15,000 5% 
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Section Nature of Payment Threshold (₹) TDS Rate 

 
194I 

 
Rent 

 
₹2,40,000 

2%  (Plant/Machinery),  10% 

(Land/Building/Furniture) 

 
194J 

 
Professional/Technical Fees 

 
₹30,000 

10% (Professionals), 2% 

(Technical Services) 

194A Interest (excluding banks) ₹5,000 10% 

 
194N 

Cash Withdrawals 

(Banks/Co-op Societies/Post 

Office) 

 
₹1 crore (₹20 lakh 

for non-filers) 

 
2% 

 
194O 

E-commerce Payments to 

Sellers 

 
₹5 lakh 

 
1% 

 
 TDS on salary (Section 192) is deducted based on applicable income tax 

slabs. 

 TDS on contractors (Section 194C) applies only if the total contract amount 

exceeds the prescribed threshold. 

2. TDS Deduction and Payment Process 

 
2.1 Steps to Deduct TDS 

 

1. Determine applicability: Identify if the payment is covered under TDS 

provisions. 

2. Verify PAN: Ensure the deductee's PAN is available; else, TDS is deducted at a 

higher rate of 20%. 

3. Deduct TDS: Deduct tax at the applicable rate before making the payment. 

4. Deposit TDS: Pay the deducted amount using Challan ITNS 281 before the due 

date. 
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5. File TDS Returns: Submit a quarterly TDS return using the appropriate form 

(24Q, 26Q, 27Q, 27EQ). 

6. Issue TDS Certificates: Provide Form 16/16A to deductees for tax credit claims. 

 
2.2 TDS Payment Due Dates 

 
 

Month of Deduction TDS Payment Due Date 

April - February 7th of the following month 

March 30th April 

 
 For government deductors depositing TDS without challan, the due date is the 

same day. 

 
3. TDS Return Filing 

 
TDS returns are mandatory for all deductors and must be filed quarterly. 

 
3.1 TDS Return Forms 

 
 

Form Applicable To Purpose 

Form 

24Q 

 

Salary Payments (Section 192) 

 

TDS details for employees 

Form 

26Q 

Non-Salary Payments (Contractors, Rent, 

Professional Fees) 

TDS details for domestic 

payments 

Form 

27Q 

 
Non-Resident Payments 

 
TDS on payments to NRIs 

Form 

27EQ 

 

Tax Collected at Source (TCS) 

 

TCS details 
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3.2 Due Dates for TDS Returns 
 
 

Quarter Due Date 

April - June 31st July 

July - September 31st October 

October - December 31st January 

January - March 31st May 

 
 

 
4. TDS Certificates 

 
4.1 Types of TDS Certificates 

 
 

Form Purpose Issued To Due Date 

Form 

16 

 
TDS on Salary 

 
Employees 

 
15th June 

Form 

16A 

TDS on Non-Salary 

Payments 

Contractors, Professionals, 

Rent recipients, etc. 

15th of the following 

month of return filing 

Form 

16B 

 
TDS on Property Sale 

 
Seller 

15th of the following 

month 

Form 

16C 

TDS on Rent under 

Section 194IB 

 
Landlord 

15th of the following 

month 

 
TDS certificates help deductees claim tax credits while filing ITR. 

 
5. TDS Refund and Reconciliation 

 
5.1 Claiming a TDS Refund 
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 If excess TDS is deducted, a refund is available by filing an income tax return 

(ITR). 

 If TDS is deducted despite having no taxable income, a refund can be 

claimed. 

5.2 Reconciliation with Form 26AS 

 
 Form 26AS provides details of TDS deducted and deposited by deductors. 

 Discrepancies between TDS in Form 26AS and actual deductions should be 

rectified by filing a correction statement via TRACES portal. 

 
6. TDS Non-Compliance: Penalties and Interest 

 
 

Type of Default Penalty/Interest 

 
Late TDS Payment 

1.5% per month (from the deduction date to 

deposit date) 

Late TDS Return Filing (Section 

234E) 

 

₹200 per day (maximum penalty = TDS amount) 

Non-Deduction  of  TDS  (Section 

271C) 

 

Equal to TDS amount 

Incorrect PAN Provided (Section 

206AA) 

 
TDS deducted at 20% instead of normal rate 

 
Failure to comply with TDS regulations may result in notices, penalties, and 

prosecution under Section 276B. 

 
7. Special TDS Provisions 

 
7.1 Lower/NIL TDS Deduction (Form 15G/15H) 
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 Form 15G: For individuals (below 60 years) with income below the taxable limit. 

 Form 15H: For senior citizens (60+ years) with tax-free interest income. 

 These forms must be submitted to the payer (banks, post offices, etc.) to avoid 

TDS deduction. 

7.2 TDS on Non-Resident Payments (NRI Transactions) 

 
 Payments made to NRIs (rent, property sales, investments, dividends, etc.) 

attract TDS under Section 195. 

 Lower TDS rates can be applied through DTAA (Double Taxation Avoidance 

Agreements). 

 Form 10F and TRC (Tax Residency Certificate) are required for claiming 

DTAA benefits. 

8. Key Takeaways 

 

✔ Ensure correct TDS deduction based on applicable rates. 

✔ Deposit TDS before the due date to avoid interest and penalties. 

✔ File TDS returns quarterly using correct forms. 

✔ Verify Form 26AS for reconciliation and avoid mismatches. 

✔ Issue TDS certificates (Form 16, 16A, 16B) on time for deductees to claim tax credit. 

TDS Under Section 192 – Salary Income 

 

Section 192 of the Income Tax Act, 1961 governs Tax Deducted at Source (TDS) on 

salary payments. It applies to employers paying salaries to employees, ensuring tax 

is deducted at the source before disbursing salary. 
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1. Applicability of Section 192 

 
 Who Deducts TDS? 

o Any employer (Government, Private Companies, Individuals, HUFs, 

Partnership Firms, Trusts, etc.) 

o Employer-Employee relationship must exist. 

 When is TDS Deducted? 

o TDS applies only if the employee’s taxable income exceeds the basic 

exemption limit. 

 Which Payments Are Covered? 

o Basic salary, allowances, perquisites, bonus, commission, retirement 

benefits, and any other earnings categorized as salary. 

 
2. TDS Deduction Process 

 
2.1 TDS Calculation on Salary 

Formula for Taxable Salary: 

Gross Salary−Exemptions−Deductions=Taxable Income\text{Gross Salary} - 

\text{Exemptions} - \text{Deductions} = \text{Taxable 

Income}Gross Salary−Exemptions−Deductions=Taxable Income 

1. Determine Gross Salary: 

o Includes basic salary, HRA, DA, allowances, perquisites, etc. 

2. Deduct Allowances & Exemptions: 

o House Rent Allowance (HRA) (Section 10(13A)) 

o Leave Travel Allowance (LTA) (Section 10(5)) 

o Standard Deduction of ₹50,000 

3. Apply Chapter VI-A Deductions: 
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o Section 80C: Investments in PF, PPF, LIC, NSC, ELSS (up to ₹1.5 lakh) 

o Section 80D: Health Insurance Premium 

o Section 80E: Education Loan Interest 

o Section 80G: Donations to Charitable Institutions 

4. Calculate Taxable Income & Apply Slab Rates 

5. Divide Annual Tax Liability into Monthly Deductions 

 
2.2 Income Tax Slabs for FY 2024-25 

 
 

Income Slab (₹) Old Tax Regime New Tax Regime 

0 - 2,50,000 Nil Nil 

2,50,001 - 5,00,000 5% 5% 

5,00,001 - 7,50,000 20% 10% 

7,50,001 - 10,00,000 20% 15% 

10,00,001 - 12,50,000 30% 20% 

12,50,001 - 15,00,000 30% 25% 

Above 15,00,000 30% 30% 

 
2.3 Employer’s Responsibility in TDS Deduction 

 

✔ Compute total taxable salary income. 

✔ Consider exemptions & deductions based on employee declarations (Form 12BB). 

✔ Deduct TDS monthly from salary payments. 

✔ Deposit TDS before the 7th of next month using Challan ITNS 281. 

✔ File TDS Return (Form 24Q) quarterly. 

✔ Issue Form 16 by June 15 for employees to file ITR. 
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3. TDS Payment & Return Filing 

 
3.1 TDS Payment Due Dates 

 
 

Month of Deduction TDS Deposit Due Date 

April - February 7th of the next month 

March 30th April 

 
3.2 TDS Return Filing – Form 24Q 

 
Employers must file quarterly TDS returns using Form 24Q, which provides salary 

details, PAN, and tax deductions. 

 

Quarter Due Date for Form 24Q 

April - June 31st July 

July - September 31st October 

October - December 31st January 

January - March 31st May 

 
4. Issuance of Form 16 (TDS Certificate) 

 

 

Form Purpose Due Date 

Form 16 Salary TDS Certificate 15th June 

Form 12BA Perquisites Statement Along with Form 16 

 
 Part A: TDS details, PAN, TAN, challan details 

 Part B: Salary breakdown, exemptions, deductions, tax computation 
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5. Special Provisions Under Section 192 

 
5.1 Choice Between Old & New Tax Regime 

 
 Employees can choose either Old Regime (with deductions) or New Regime 

(lower tax rates, no deductions). 

 Employers must collect employee declaration (Form 10-IE) for regime 

selection. 

5.2 Relief Under Section 89 (Arrears of Salary) 

 

 If an employee receives salary arrears, tax relief under Section 89 can be 

claimed. 

5.3 No TDS on Salary – When Applicable? 

 
 If total taxable income does not exceed ₹2.5 lakh (₹3 lakh for senior citizens). 

 If employee submits Form 15G/15H (applicable for pensioners in certain cases). 

 
6. Penalties for Non-Compliance 

 
 

Default Penalty/Interest 

Late TDS Payment 1.5% per month interest 

Late TDS Return Filing ₹200 per day (Section 234E) 

Non-Deduction of TDS Equal to TDS amount (Section 271C) 

Non-Issuance of Form 16 ₹100 per day (Section 272A) 

 
7. Key Takeaways 

 

✔ Employers must deduct and deposit TDS on salary payments monthly. 

✔ TDS is calculated based on tax slab rates, after considering exemptions and 
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deductions. 

✔ Quarterly Form 24Q filing and Form 16 issuance are mandatory. 

✔ Non-compliance leads to penalties and interest under various sections. 

Salary Structuring Strategies for Tax Efficiency 

Salary structuring plays a crucial role in maximizing take-home pay while minimizing 

tax liability. A well-planned salary breakup balances fixed components, tax-exempt 

allowances, deductions, and benefits to ensure compliance with tax laws and financial 

efficiency. 

1. Key Components of Salary Structure 
 
 

Component Taxability Exemption/Deduction 

Basic Salary Fully taxable No exemption 

Dearness Allowance (DA) Fully taxable No exemption 

House Rent Allowance 

(HRA) 

 
Partially taxable 

 
Exemption under Section 10(13A) 

Leave Travel Allowance 

(LTA) 

 

Partially taxable 

 
Exemption under Section 10(5) 

Special Allowances Fully taxable No exemption 

 
Conveyance Allowance 

 
Fully taxable 

No exemption (after abolition of 

₹1,600 p.m. exemption) 

 
Standard Deduction 

Automatic 

deduction 

 
₹50,000 for all salaried individuals 

Provident Fund (PF) 

Contribution 

 
Tax-free 

Employer’s contribution up to 12% 

is exempt 

Gratuity Tax-free Exempt up to ₹20 lakh for non- 
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Component Taxability Exemption/Deduction 

  government employees 

 
Food Coupons/Vouchers 

Tax-exempt up to 

₹50 per meal 

 
₹2,500 per month (₹30,000 annually) 

 
Car Lease/Company Car 

 
Taxable perquisite 

Tax benefits under perquisite 

valuation rules 

Performance Bonus Fully taxable No exemption 

Medical Insurance 

(Employer Provided) 

 

Fully exempt 
No limit (under Section 80D for self- 

paid premium) 

Employee Stock Option 

Plan (ESOP) 

Taxable as 

perquisite 

 
Taxed when exercised 

 
 

 
2. Optimized Salary Structure for Tax Efficiency 

 
2.1 Ideal Salary Breakdown (Example) 

 
 

Component Amount (₹) Tax Treatment 

Basic Salary 40% of CTC Fully taxable 

 
HRA 

40-50% of Basic (if 

metro) 

Exempt under Section 

10(13A) 

Special Allowance 20-30% of CTC Fully taxable 

 
LTA 

₹50,000 (Claimed every 

2 years) 

 
Exempt (Section 10(5)) 

Provident Fund (PF) (Employer 

Contribution) 

 
12% of Basic 

 
Exempt up to limit 

Gratuity 4.81% of Basic Exempt up to ₹20 lakh 
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Component Amount (₹) Tax Treatment 

 
Food Coupons 

 
₹2,500 per month 

Exempt up to ₹30,000 

annually 

Medical Insurance (Employer 

Provided) 

 
₹10,000 

 
Fully exempt 

Bonus/Performance Pay Variable Fully taxable 

Total CTC 100% Tax-optimized mix 

 
2.2 Tax-Optimized Salary Structuring Strategies 

 
1. Increase HRA Component (for those paying rent) 

o Exemption = Least of the following: 

1. Actual HRA received 

2. Rent paid - 10% of Basic Salary 

3. 50% of Basic (Metro Cities) or 40% (Non-Metro) 

2. Opt for Tax-Free Perquisites Instead of Fully Taxable Salary 

o Food coupons (₹30,000 annually) → Fully tax-free 

o Mobile & Internet bills (for official use) → Exempt 

o Car Lease (via Employer) → Tax-efficient 

3. Reduce Taxable Components & Utilize Allowances 

o Convert special allowances to LTA, meal vouchers, or professional 

development expenses 

o Salary Restructuring must align with company policies and employee 

needs 

4. Maximize Provident Fund (PF) Contributions 

o Employer’s contribution up to 12% of Basic is tax-free 

o VPF (Voluntary Provident Fund) up to ₹2.5 lakh annually earns tax-

free interest 
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5. Use Gratuity and Leave Encashment Benefits 

o Gratuity is tax-free up to ₹20 lakh during employment tenure 

o Leave encashment during service is taxable, but exempt upon 

retirement for government employees 

6. Leverage Deductions Under Section 80C, 80D, 80E, and 80G 

o Investments in PPF, ELSS, EPF, Life Insurance → ₹1.5 lakh 

deduction (80C) 

o Health Insurance Premium → ₹25,000 (₹50,000 for senior citizens) 

under 80D 

o Education Loan Interest → Fully deductible under 80E 

 
3. Salary Structuring for Different Income Levels 

 
3.1 For Low-Income Employees (₹5-10 Lakh CTC) 

 
 Maximize HRA & LTA 

 Opt for higher employer PF contributions 

 Claim Standard Deduction ₹50,000 + 80C investments 

 Use food coupons, professional development benefits 

 
3.2 For Mid-Level Employees (₹10-25 Lakh CTC) 

 
 Utilize NPS contribution (₹50,000 extra under Section 80CCD(1B)) 

 Convert cash bonuses into tax-free reimbursements 

 Optimize gratuity, employer’s health insurance, and professional courses 

 
3.3 For High-Income Executives (₹25 Lakh+ CTC) 

 
 Opt for deferred bonus plans to spread tax liability 

 Utilize ESOPs with long-term capital gains benefits 
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 Increase tax-free perquisites like club membership, car lease, company-

provided accommodation 

 
4. Tax Planning with New vs. Old Tax Regime 

 
 

Tax Saving Components Old Regime New Regime 

Standard Deduction (₹50,000) ✅ ✅ 

House Rent Allowance (HRA) ✅ ❌ 

Leave Travel Allowance (LTA) ✅ ❌ 

Provident Fund (PF) Exemption ✅ ✅ 

Section 80C Deductions ✅ ❌ 

NPS Additional Deduction (80CCD(1B)) ✅ ❌ 

Section 80D (Health Insurance) ✅ ❌ 

Professional Tax Deduction ✅ ❌ 

 
 The Old Regime benefits employees with high exemptions & deductions. 

 The New Regime offers lower tax rates but no exemptions, benefiting those 

who don’t claim deductions. 

 Employers should allow employees to choose their preferred tax regime at the 

start of the financial year. 

5. Key Takeaways for Effective Salary Structuring 

 

✔ Increase tax-free allowances (HRA, LTA, meal vouchers, mobile reimbursement). 

✔ Convert taxable components into tax-free perks (PF, gratuity, insurance). 

✔ Use company-provided benefits (car lease, education reimbursement) for tax 

efficiency. 
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✔ Optimize  investments  under  Section  80C,  80D,  and  NPS  deductions. 

✔ Choose the right tax regime (old vs. new) based on salary structure & benefits. 

Tax-Free Perquisites Valuation 

Perquisites (perks) are benefits provided by employers to employees in addition to salary. 

Some perquisites are fully tax-free, while others are taxable based on valuation rules 

prescribed by the Income Tax Act. 

 
1.1 Fully Tax-Free Perquisites (Exempt from Tax) 

 

Perquisite Taxability Condition Maximum Exemption 

Mobile & Internet Bill 

Reimbursement 

Must be used for official 

purposes 

Fully exempt if bills are 

submitted 

Food Coupons (Meal 

Vouchers) 

Must be from employer-

recognized vendors 

₹50 per meal (₹2,500 per 

month, ₹30,000 per year) 

Health Insurance 

(Employer Provided) 

 
Premium paid by employer 

 
Fully exempt 

Laptop & Computer for 

Work Use 

 
Provided by employer 

 
Fully exempt 

Newspaper, Magazine 

Reimbursement 

 
Must be work-related 

Fully exempt if bills are 

submitted 

Uniform Allowance For official uniforms Fully exempt 

Education & Skill 

Development 

Employer-sponsored job-

related courses 

 
Fully exempt 
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1.2 Taxable Perquisites & Valuation Rules 

 
Some perquisites are taxable, but the valuation is done at a concessional rate, 

reducing tax liability. 
 
 

Perquisite Taxable Value as Per IT Rules 

 
Company-Provided Car 

₹1,800/month (small car) or ₹2,400/month (big car) if used 

for both official & personal purposes 

Rent-Free 

Accommodation 

15% of salary (metro cities) or 10% (non-metro), or 

actual rent paid by employer, whichever is lower 

Employee Stock Option 

Plan (ESOP) 

Taxable as perquisite at the Fair Market Value (FMV) on 

the date of exercise 

Club Membership 

(Personal Use) 

 
Taxable unless used for official purposes 

Interest-Free or 

Concessional Loan 

Taxable at the prevailing SBI lending rate minus actual 

interest paid 

 

 
◻ Strategy: Convert taxable perquisites into tax-free benefits where possible, such as 

opting for employer-provided health insurance, education reimbursements, or official-use 

laptops instead of direct cash payments. 

 
2. Structuring Employee Stock Option Plans (ESOPs) 

 
ESOPs (Employee Stock Option Plans) are a compensation tool where employees get 

the right to purchase company shares at a pre-determined price, creating wealth-building 

opportunities. 
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2.1 Taxation of ESOPs 

 
Tax applies at two stages: 

 
1. At Exercise (Perquisite Tax - TDS Deduction) 

o Taxed as salary income based on the difference between Fair Market 

Value (FMV) and Exercise Price. 

o Employer deducts TDS under Section 192. 

2. At Sale (Capital Gains Tax) 

o If sold after 12 months (Listed Shares) → 10% LTCG tax (if gains 

exceed ₹1 lakh). 

o If sold within 12 months → 15% STCG tax. 

o For unlisted shares → 20% LTCG tax (after indexation). 

 
2.2 ESOP Tax Deferral for Startups (Section 192(1C)) 

 
 Eligible startups can defer ESOP tax payment for 5 years or until employee 

exits the company or sells shares, whichever is earlier. 

 Helps employees avoid high upfront tax burdens on unrealized gains. 

 
2.3 ESOP Structuring Strategies 

 

✔ Offer vesting over multiple years (e.g., 25% per year over 4 years) to retain 

employees. 

✔ Provide ESOPs with a longer exercise period (to defer tax liability). 

✔ For tax efficiency, use phantom stocks (cash-based bonus linked to stock value) 

instead of direct equity. 

 
3. Corporate Tax Benefits for Salary Packages 
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Employers can structure salary components to optimize corporate tax liability while 

ensuring tax efficiency for employees. 

3.1 Employer’s Tax Deductible Salary Components 
 

Salary Component 
Corporate Tax 

Deduction Allowed? 
Limitations 

Basic Salary ✅Fully deductible No limitations 

Provident Fund (Employer 

Contribution) 

✅ Up to 12% of Basic 

Salary 

 
Above 12% taxable 

 
Gratuity 

✅ Up to ₹20 lakh per 

employee 

 
Limited to actual liability 

Medical Insurance Premium 

(Employer Paid) 

 

✅Fully deductible 
 
No limitation 

Perquisites (Car, Housing, 

ESOPs, etc.) 

✅ Deductible as salary 

cost 

Must be accounted for as 

per IT rules 

 
Leave Encashment 

 

✅Deductible when paid 
Not deductible if 

provisioned 

 
Bonus & Incentives 

 

✅Deductible when paid 
Must be paid within 6 

months of FY end 

 

 
◻ Strategy: Employers can reduce taxable profit by increasing tax-deductible salary 

components such as PF, medical insurance, and bonuses, instead of non-deductible 

lump sum payments. 

 

 



Directorate of Distance and Continuing Education 
Manonmaniam Sundaranar University 

E-FILLING OF TAX RETURNS Page 92 

 

 

 

 

4. Key Strategies for Employers & Employees 

 

✔ Convert taxable salary components into tax-free perquisites (meal vouchers, 

health insurance, travel allowance). 

✔ Structure ESOPs for long-term tax efficiency (vesting schedules, deferring tax 

payments in startups). 

✔ Optimize corporate salary expenses for maximum tax benefits (gratuity, 

bonuses, employer NPS contribution). 

✔ Use flexi-benefit plans allowing employees to choose tax-efficient components. 

 
Section 194A – TDS on Bank Interest & Other Interest Payments 

 
1. Applicability of Section 194A 

 
Section 194A of the Income Tax Act, 1961, mandates the deduction of Tax Deducted at 

Source (TDS) on interest payments (other than interest on securities) by banks, 

financial institutions, and other entities. 

✅Applicable to: 

 
 Interest paid by banks, cooperative banks, NBFCs, post offices, and 

companies. 

 Interest paid on fixed deposits (FDs), recurring deposits (RDs), loans, and 

other deposits. 

❌Not applicable to: 

 
 Savings account interest (not subject to TDS). 

 Interest paid to government bodies, RBI, and certain tax-exempt institutions. 

 Interest on securities (covered under Section 193). 
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2. TDS Rate on Bank Interest 

 
 10% TDS if the PAN is provided. 

 20% TDS if the PAN is not provided. 
 
 

 
3. TDS Threshold for Bank Interest 

 

Payer Threshold for TDS Deduction 

Bank (including Co-operative Banks & 

Post Offices) 

₹40,000 (₹50,000 for senior citizens) per 

financial year 

Other Payers (Companies, NBFCs, etc.) ₹5,000 per financial year 

 

 
 If total interest exceeds the threshold, TDS applies to the entire interest 

amount, not just the excess. 

 
 

 
4. TDS Exemption – Form 15G & 15H 

 
 Form 15G: Individuals (other than senior citizens) can submit if total income is 

below the taxable limit. 

 Form 15H: Senior citizens (aged 60+ years) can submit if total income is 

below the taxable limit. 

 These forms must be submitted annually to avoid TDS deduction. 
 
 
 
 
 
 
 

 



Directorate of Distance and Continuing Education 
Manonmaniam Sundaranar University 

E-FILLING OF TAX RETURNS Page 94 

 

 

 

 

5. Time of TDS Deduction & Payment 

 
 TDS is deducted when interest is credited or paid, whichever is earlier. 

 Banks quarterly deposit TDS with the government. 

 Due dates for TDS deposit & filing of TDS return (Form 26Q): 
 
 

Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

April – June 7th July 31st July 

July – September 7th October 31st October 

October – December 7th January 31st January 

January – March 30th April 31st May 

 
 

 
6. TDS on Bank Interest for Senior Citizens (Section 194A & 80TTB) 

 
 For Senior Citizens (aged 60+ years), TDS applies only if interest exceeds 

₹50,000 per year. 

 Deduction under Section 80TTB: 

o Senior citizens can claim a deduction of up to ₹50,000 on interest from 

banks, post offices, and co-operative banks. 

 
7. Key Takeaways 

 

✔ TDS on bank interest is deducted at 10% if interest exceeds ₹40,000 (₹50,000 

for senior citizens). 

✔ Form 15G/15H must be submitted to avoid TDS deduction if income is below the 

taxable limit. 
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✔ Senior citizens get an extra deduction of ₹50,000 under Section 80TTB. 

✔ No TDS on savings account interest, but it is taxable. 

✔ TDS returns (Form 26Q) must be filed quarterly by the deductor. 

 
Sec.194H (Commission and Brokerage), 

 
Section 194H – TDS on Commission & Brokerage 

 

1. Applicability of Section 194H 

 
Section 194H of the Income Tax Act, 1961 applies to the deduction of Tax Deducted at 

Source (TDS) on payments of commission or brokerage (other than insurance 

commission covered under Section 194D). 

✅Applicable to: 

 
 Commission or brokerage paid by businesses, firms, and individuals (if 

subject to tax audit under Section 44AB). 

 Payments made for services provided as an agent, middleman, or broker in 

any business transaction. 

 Includes real estate brokerage, marketing commissions, financial 

consultancy fees, stock brokerage, etc. 

❌Not applicable to: 

 
 Payments to banks for issuing credit cards. 

 Commission on insurance policies (covered under Section 194D). 

 Payments made to non-residents (covered under Section 195). 
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2. TDS Rate Under Section 194H 

 
 5% TDS if the PAN is provided. 

 20% TDS if the PAN is not provided. 
 
 

 
3. TDS Threshold for Commission & Brokerage 

 
 ₹15,000 per financial year – No TDS if the total commission/brokerage is below 

this limit. 

 If the amount exceeds ₹15,000, TDS applies to the entire amount. 
 
 

 
4. Time of TDS Deduction & Payment 

 
 TDS is deducted at the time of crediting the payee's account or payment, 

whichever is earlier. 

 TDS must be deposited with the government by the 7th of the following 

month. 

 

Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

April – June 7th July 31st July 

July – September 7th October 31st October 

October – December 7th January 31st January 

January – March 30th April 31st May 
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5. Exemptions & Special Cases 

 

✔ No TDS on commission payments to banks (e.g., credit card transactions). 

✔ TDS is applicable to online marketplace commissions paid to e-commerce 

platforms by sellers. 

✔ Exemption for individual taxpayers: TDS applies only if the payer is subject to tax 

audit under Section 44AB. 

 
 

 
6. Key Takeaways 

 

✔ 5% TDS applies to commission & brokerage payments exceeding ₹15,000 per 

year. 

✔ Higher rate (20%) applies if PAN is not provided. 

✔ TDS must be deposited monthly and reported quarterly via Form 26Q. 

✔ Certain payments like bank commissions and non-resident transactions are 

exempt. 

 
Section 194I – TDS on Rent Payments 

 
1. Applicability of Section 194I 

 
Section 194I of the Income Tax Act, 1961 mandates the deduction of Tax Deducted at 

Source (TDS) on rental payments made for land, buildings, machinery, plant, furniture, 

or equipment. 

✅Applicable to: 

 
 Individuals, HUFs, firms, companies, or any entity liable for tax audit under 

Section 44AB. 
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 Rent paid for land, buildings, offices, factories, machinery, furniture, and 

equipment. 

❌Not applicable to: 

 
 Individual & HUF payers (not under tax audit). 

 Payments to government bodies, local authorities, statutory corporations. 
 
 

 
2. TDS Rates Under Section 194I 

 

Type of Rent Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN Not 

Provided) 

Land & Building Rent 10% 20% 

Plant, Machinery & Equipment 

Rent 

 
2% 

 
20% 

 

 
 If the PAN of the payee is not provided, TDS is deducted at a higher rate of 

20%. 

 
 

 
3. TDS Threshold for Rent Payments 

 
 ₹2,40,000 per financial year – No TDS if total rent is below this limit. 

 If rent exceeds ₹2,40,000 in a year, TDS is deducted on the entire amount. 
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4. Time of TDS Deduction & Payment 

 
 TDS is deducted at the time of payment or crediting the rent to the 

landlord’s account, whichever is earlier. 

 TDS must be deposited with the government by the 7th of the following 

month. 

 

Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

April – June 7th July 31st July 

July – September 7th October 31st October 

October – December 7th January 31st January 

January – March 30th April 31st May 

 
 

 
5. Exemptions & Special Cases 

 

✔ No TDS on GST Component – If rent includes GST, TDS is deducted only on the 

base rent (excluding GST). 

✔ Government entities are exempt from TDS on rent payments. 

✔ No TDS if the tenant is an individual or HUF not liable for a tax audit. 

 
 

 
6. Key Takeaways 

 

✔ TDS applies to rent payments exceeding ₹2,40,000 per year. 

✔ 10% for land & buildings, 2% for machinery & equipment. 
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✔ Higher rate of 20% applies if PAN is not provided. 

✔ No TDS on the GST portion of rent. 

✔ TDS must be deposited monthly and reported quarterly via Form 26Q. 

 
194 J (Professional fees) 

 
Section 194J – TDS on Professional Fees & Technical Services 

 

1. Applicability of Section 194J 

 
Section 194J of the Income Tax Act, 1961 requires the deduction of Tax Deducted at 

Source (TDS) on payments made for professional fees, technical services, royalty, 

or non-compete fees. 

✅Applicable to: 

 
 Payments made to professionals, consultants, doctors, lawyers, chartered 

accountants, engineers, architects, film artists, or IT service providers. 

 Payments for technical or managerial services. 

 Royalty payments and non-compete fees. 

 

❌Not applicable to: 

 
 Individuals & HUFs (except if they are subject to tax audit under Section 44AB). 

 Payments made to non-residents (covered under Section 195). 
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2. TDS Rates Under Section 194J 
 

Type of Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN 

Not Provided) 

Professional Fees 10% 20% 

Technical Services 2% 20% 

Royalty (General) 10% 20% 

Royalty (for sale, distribution, or 

exhibition of cinematographic films) 

 
2% 

 
20% 

Non-Compete Fees 10% 20% 

 

 
 If the payee does not provide a PAN, TDS is deducted at 20%. 

 Lower TDS of 2% applies to technical services, IT services, and film royalty 

payments. 

 
3. TDS Threshold for Professional & Technical Fees 

 
 ₹30,000 per financial year – No TDS if total payment is below this limit. 

 If fees exceed ₹30,000 in a year, TDS is deducted on the entire amount. 
 
 

 
4. Time of TDS Deduction & Payment 

 
 TDS is deducted at the time of crediting the amount or payment, whichever 

is earlier. 

 TDS must be deposited with the government by the 7th of the following 

month. 
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Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

April – June 7th July 31st July 

July – September 7th October 31st October 

October – December 7th January 31st January 

January – March 30th April 31st May 

 
 

 
5. Exemptions & Special Cases 

 

✔ No TDS on GST Component – If payment includes GST, TDS is deducted only on 

the base amount (excluding GST). 

✔ Government entities are not required to deduct TDS if the payment is exempt 

under tax rules. 

✔ No TDS if total payment in a year is below ₹30,000. 

 
 

 
6. Key Takeaways 

 

✔ TDS applies to professional & technical fees exceeding ₹30,000 per year. 

✔ 10%  for  professional fees, 2%  for  technical services & film  royalty. 

✔ Higher rate (20%) applies if PAN is not provided. 

✔ No TDS on the GST portion of payments. 

✔ TDS must be deposited monthly and reported quarterly via Form 26Q. 

Section 194J – TDS on Professional Fees & Technical Services 
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1. Applicability of Section 194J 

 
Section 194J of the Income Tax Act, 1961 requires the deduction of Tax Deducted at 

Source (TDS) on payments made for professional fees, technical services, royalty, 

or non-compete fees. 

✅Applicable to: 

 
 Payments made to professionals, consultants, doctors, lawyers, chartered 

accountants, engineers, architects, film artists, or IT service providers. 

 Payments for technical or managerial services. 

 Royalty payments and non-compete fees. 

 

❌Not applicable to: 

 
 Individuals & HUFs (except if they are subject to tax audit under Section 44AB). 

 Payments made to non-residents (covered under Section 195). 
 
 

 
2. TDS Rates Under Section 194J 

 

Type of Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN 

Not Provided) 

Professional Fees 10% 20% 

Technical Services 2% 20% 

Royalty (General) 10% 20% 

 
Royalty (for sale, distribution, or 2% 20% 
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Type of Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN 

Not Provided) 

exhibition of cinematographic films) 

Non-Compete Fees 10% 20% 

 

 
 If the payee does not provide a PAN, TDS is deducted at 20%. 

 Lower TDS of 2% applies to technical services, IT services, and film royalty 

payments. 

 
 

 
3. TDS Threshold for Professional & Technical Fees 

 
 ₹30,000 per financial year – No TDS if total payment is below this limit. 

 If fees exceed ₹30,000 in a year, TDS is deducted on the entire amount. 
 
 

 
4. Time of TDS Deduction & Payment 

 
 TDS is deducted at the time of crediting the amount or payment, whichever 

is earlier. 

 TDS must be deposited with the government by the 7th of the following 

month. 

 

Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

April – June 7th July 31st July 
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Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

July – September 7th October 31st October 

October – December 7th January 31st January 

January – March 30th April 31st May 

 
 

 
5. Exemptions & Special Cases 

 

✔ No TDS on GST Component – If payment includes GST, TDS is deducted only on 

the base amount (excluding GST). 

✔ Government entities are not required to deduct TDS if the payment is exempt 

under tax rules. 

✔ No TDS if total payment in a year is below ₹30,000. 

 
 

 
6. Key Takeaways 

 

✔ TDS applies to professional & technical fees exceeding ₹30,000 per year. 

✔ 10%  for  professional fees, 2%  for  technical services & film  royalty. 

✔ Higher rate (20%) applies if PAN is not provided. 

✔ No TDS on the GST portion of payments. 

✔ TDS must be deposited monthly and reported quarterly via Form 26Q. 

Section 194J – TDS on Professional Fees & Technical Services 

 
 

 



Directorate of Distance and Continuing Education 
Manonmaniam Sundaranar University 

E-FILLING OF TAX RETURNS Page 106 

 

 

 

 

1. Applicability of Section 194J 

 
Section 194J of the Income Tax Act, 1961 requires the deduction of Tax Deducted at 

Source (TDS) on payments made for professional fees, technical services, royalty, 

or non-compete fees. 

✅Applicable to: 

 
 Payments made to professionals, consultants, doctors, lawyers, chartered 

accountants, engineers, architects, film artists, or IT service providers. 

 Payments for technical or managerial services. 

 Royalty payments and non-compete fees. 

 

❌Not applicable to: 

 
 Individuals & HUFs (except if they are subject to tax audit under Section 44AB). 

 Payments made to non-residents (covered under Section 195). 
 
 

 
2. TDS Rates Under Section 194J 

 

Type of Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN 

Not Provided) 

Professional Fees 10% 20% 

Technical Services 2% 20% 

Royalty (General) 10% 20% 

 
Royalty (for sale, distribution, or 2% 20% 
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Type of Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN 

Not Provided) 

exhibition of cinematographic films) 

Non-Compete Fees 10% 20% 

 

 
 If the payee does not provide a PAN, TDS is deducted at 20%. 

 Lower TDS of 2% applies to technical services, IT services, and film royalty 

payments. 

 
 

 
3. TDS Threshold for Professional & Technical Fees 

 
 ₹30,000 per financial year – No TDS if total payment is below this limit. 

 If fees exceed ₹30,000 in a year, TDS is deducted on the entire amount. 
 
 

 
4. Time of TDS Deduction & Payment 

 
 TDS is deducted at the time of crediting the amount or payment, whichever 

is earlier. 

 TDS must be deposited with the government by the 7th of the following 

month. 

 

Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

April – June 7th July 31st July 
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Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

July – September 7th October 31st October 

October – December 7th January 31st January 

January – March 30th April 31st May 

 
 

 
5. Exemptions & Special Cases 

 

✔ No TDS on GST Component – If payment includes GST, TDS is deducted only on 

the base amount (excluding GST). 

✔ Government entities are not required to deduct TDS if the payment is exempt 

under tax rules. 

✔ No TDS if total payment in a year is below ₹30,000. 

 
 

 
6. Key Takeaways 

 

✔ TDS applies to professional & technical fees exceeding ₹30,000 per year. 

✔ 10%  for  professional fees, 2%  for  technical services & film  royalty. 

✔ Higher rate (20%) applies if PAN is not provided. 

✔ No TDS on the GST portion of payments. 

✔ TDS must be deposited monthly and reported quarterly via Form 26Q. 

Section 194J – TDS on Professional Fees & Technical Services 
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1. Applicability of Section 194J 

 
Section 194J of the Income Tax Act, 1961 requires the deduction of Tax Deducted at 

Source (TDS) on payments made for professional fees, technical services, royalty, 

or non-compete fees. 

✅Applicable to: 

 
 Payments made to professionals, consultants, doctors, lawyers, chartered 

accountants, engineers, architects, film artists, or IT service providers. 

 Payments for technical or managerial services. 

 Royalty payments and non-compete fees. 

 

❌Not applicable to: 

 
 Individuals & HUFs (except if they are subject to tax audit under Section 44AB). 

 Payments made to non-residents (covered under Section 195). 
 
 

 
2. TDS Rates Under Section 194J 

 

Type of Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN 

Not Provided) 

Professional Fees 10% 20% 

Technical Services 2% 20% 

Royalty (General) 10% 20% 

 
Royalty (for sale, distribution, or 2% 20% 
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Type of Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN 

Not Provided) 

exhibition of cinematographic films) 

Non-Compete Fees 10% 20% 

 

 
 If the payee does not provide a PAN, TDS is deducted at 20%. 

 Lower TDS of 2% applies to technical services, IT services, and film royalty 

payments. 

 
 

 
3. TDS Threshold for Professional & Technical Fees 

 
 ₹30,000 per financial year – No TDS if total payment is below this limit. 

 If fees exceed ₹30,000 in a year, TDS is deducted on the entire amount. 
 
 

 
4. Time of TDS Deduction & Payment 

 
 TDS is deducted at the time of crediting the amount or payment, whichever 

is earlier. 

 TDS must be deposited with the government by the 7th of the following 

month. 

 

Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

April – June 7th July 31st July 
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Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

July – September 7th October 31st October 

October – December 7th January 31st January 

January – March 30th April 31st May 

 
 

 
5. Exemptions & Special Cases 

 

✔ No TDS on GST Component – If payment includes GST, TDS is deducted only on 

the base amount (excluding GST). 

✔ Government entities are not required to deduct TDS if the payment is exempt 

under tax rules. 

✔ No TDS if total payment in a year is below ₹30,000. 

 
 

 
6. Key Takeaways 

 

✔ TDS applies to professional & technical fees exceeding ₹30,000 per year. 

✔ 10%  for  professional fees, 2%  for  technical services & film  royalty. 

✔ Higher rate (20%) applies if PAN is not provided. 

✔ No TDS on the GST portion of payments. 

✔ TDS must be deposited monthly and reported quarterly via Form 26Q. 
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Section 194J – TDS on Professional Fees & Technical Services 

 
1. Applicability of Section 194J 

 
Section 194J of the Income Tax Act, 1961 requires the deduction of Tax Deducted at 

Source (TDS) on payments made for professional fees, technical services, royalty, 

or non-compete fees. 

✅Applicable to: 

 
 Payments made to professionals, consultants, doctors, lawyers, chartered 

accountants, engineers, architects, film artists, or IT service providers. 

 Payments for technical or managerial services. 

 Royalty payments and non-compete fees. 

 

❌Not applicable to: 

 
 Individuals & HUFs (except if they are subject to tax audit under Section 44AB). 

 Payments made to non-residents (covered under Section 195). 
 
 

 
2. TDS Rates Under Section 194J 

 

Type of Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN 

Not Provided) 

Professional Fees 10% 20% 

Technical Services 2% 20% 

Royalty (General) 10% 20% 
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Type of Payment 
TDS Rate (If PAN 

Provided) 

TDS Rate (If PAN 

Not Provided) 

Royalty (for sale, distribution, or 

exhibition of cinematographic films) 

 
2% 

 
20% 

Non-Compete Fees 10% 20% 

 

 
 If the payee does not provide a PAN, TDS is deducted at 20%. 

 Lower TDS of 2% applies to technical services, IT services, and film royalty 

payments. 

 
 

 
3. TDS Threshold for Professional & Technical Fees 

 
 ₹30,000 per financial year – No TDS if total payment is below this limit. 

 If fees exceed ₹30,000 in a year, TDS is deducted on the entire amount. 
 
 

 
4. Time of TDS Deduction & Payment 

 
 TDS is deducted at the time of crediting the amount or payment, whichever 

is earlier. 

 TDS must be deposited with the government by the 7th of the following 

month. 

 

Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

April – June 7th July 31st July 
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Quarter TDS Payment Due Date TDS Return Filing (Form 26Q) 

July – September 7th October 31st October 

October – December 7th January 31st January 

January – March 30th April 31st May 

 
 

 
5. Exemptions & Special Cases 

 

✔ No TDS on GST Component – If payment includes GST, TDS is deducted only on 

the base amount (excluding GST). 

✔ Government entities are not required to deduct TDS if the payment is exempt 

under tax rules. 

✔ No TDS if total payment in a year is below ₹30,000. 

 
 

 
6. Key Takeaways 

 

✔ TDS applies to professional & technical fees exceeding ₹30,000 per year. 

✔ 10%  for  professional fees, 2%  for  technical services & film  royalty. 

✔ Higher rate (20%) applies if PAN is not provided. 

✔ No TDS on the GST portion of payments. 

✔ TDS must be deposited monthly and reported quarterly via Form 26Q. 
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UNIT III: Tax Deducted at Source (TDS) 

📘 Small Questions 

S. No Questions LOCF Mapping 

1 What is TDS? K1 

2 What is Section 192? K1 

3 What is Section 194H? K2 

4 What is Section 194I? K2 

5 What is Section 194J? K2 

 

📗 Big Questions 

S. No Questions LOCF Mapping 

1 Explain concept of TDS. K2 

2 Describe TDS under Section 192 (Salary). K2 

3 Explain TDS on interest, commission and rent. K2 

4 Discuss TDS on professional fees. K2 

5 Explain importance of TDS system. K2 
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Unit IV- E-Filing of TDS 
 

 
E-Filing of TDS forms –24Q, 26Q. 

 
 

 

E-Filing of TDS Returns – Process, Forms & Due Dates 

 
E-filing of TDS (Tax Deducted at Source) returns is a mandatory process for entities 

deducting TDS. The returns must be filed electronically using the Traces or NSDL 

website. 

 
1. Steps for E-Filing of TDS Returns 

Step 1: Prepare TDS Statement 

 Use approved TDS software (like NSDL RPU or third-party software) to 

prepare TDS returns. 

 Enter deductor details (TAN, PAN, address, etc.), deductee details, TDS 

amount deducted & deposited, and challan details. 

 Validate the file using File Validation Utility (FVU) provided by NSDL. 

 
Step 2: Login to E-Filing Portal 

 
 Visit the Income Tax E-Filing Portal and log in with the TAN of the deductor. 

 
Step 3: Upload the TDS Return 

 
 Select ‘TDS’ → ‘Upload TDS’. 

 Enter the required details such as Filing Type, Form Number, Financial Year, 

and Quarter. 

 Attach the .FVU file generated in Step 1 and upload it. 
 



Directorate of Distance and Continuing Education 
Manonmaniam Sundaranar University 

E-FILLING OF TAX RETURNS Page 117 

 

 

 

 

Step 4: Validate with DSC or EVC 

 
 Authenticate using Digital Signature Certificate (DSC) or Electronic 

Verification Code (EVC) (linked to Aadhaar or bank account). 

 Submit the return. 

 
Step 5: Acknowledgment & Processing 

 
 Upon successful submission, an acknowledgment number is generated. 

 The return is processed, and errors (if any) can be rectified through a revised 

TDS return. 

 
 

 
2. TDS Forms & Applicability 

 

 

Form 

Number 
Purpose Applicable Deductors 

Form 24Q TDS on Salaries Employers 

 
Form 26Q 

TDS on non-salary 

payments 

 
Companies, firms, individuals 

 
Form 27Q 

 
TDS on payments to NRIs 

Any payer making payments to non- 

residents 

 
Form 27EQ 

TCS (Tax Collected at 

Source) 

Sellers collecting tax on specific 

transactions 

 
 

 
3. TDS Return Due Dates 

 
 

Quarter Period TDS Payment Due Date TDS Return Filing Due Date 
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Quarter Period TDS Payment Due Date TDS Return Filing Due Date 

Q1 April – June 7th July 31st July 

Q2 July – September 7th October 31st October 

Q3 October – December 7th January 31st January 

Q4 January – March 30th April 31st May 

 
 TDS deposit due date: 7th of the following month for monthly payments. 

 TDS deposit for March: 30th April (instead of 7th April). 
 
 
 

 
4. Penalties & Late Filing Fees 

 

 

Default Penalty / Interest 

Late Filing of TDS Return (Section 

234E) 

 

₹200 per day (max up to the TDS amount) 

Non-Deduction of TDS (Section 

201A) 

1% per month from due date to actual 

deduction 

 
Late Deposit of TDS 

1.5% per month from deduction date to 

payment date 

Incorrect PAN (Section 272B) ₹10,000 penalty 

 
 

 
5. TDS Correction & Revised Returns 

 
 If errors (wrong PAN, incorrect amount, challan mismatch) occur, a Revised TDS 

Return can be filed. 

 Correction can be made via TRACES Portal or by using NSDL RPU software. 
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E-Filing of TDS Returns – Form 24Q & 26Q 

 

E-Filing of TDS returns is a mandatory process for deductors who deduct Tax Deducted 

at Source (TDS) from payments. Forms 24Q and 26Q are used for reporting TDS on 

salaries and non-salary payments, respectively. 

1. Overview of TDS Forms 
 
 

Form Purpose Applicable Deductors Frequency 

Form 

24Q 

 
TDS on Salaries 

 

Employers 

 

Quarterly 

Form 

26Q 

TDS on Non-Salary Payments 

(Professional Fees, Rent, Interest, etc.) 

Companies, Firms, 

Individuals, Govt. Entities 

 
Quarterly 

 
 

 
2. Steps for E-Filing TDS Returns 

 
Step 1: Preparation of TDS Return File 

 
 Use NSDL RPU (Return Preparation Utility) or other approved software. 

 Enter deductor details (TAN, PAN, name, address, etc.). 

 Provide challan details (BSR code, date of deposit, serial number, amount). 

 Add deductee details (PAN, TDS deducted, payment details, etc.). 

 Validate using File Validation Utility (FVU). 

 
Step 2: Login to TRACES or Income Tax E-Filing Portal 

 
 Visit Income Tax E-Filing Portal and log in using TAN credentials. 

 Go to ‘TDS’ → ‘Upload TDS’. 

 
Step 3: Upload the TDS Statement 
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 Select Form Type (24Q or 26Q), Financial Year, Quarter, and Filing Type. 

 Attach the .FVU file generated in Step 1. 

 
Step 4: Validate with DSC or EVC 

 
 Authenticate the filing using Digital Signature Certificate (DSC) or Electronic 

Verification Code (EVC). 

 Submit the return. 

 
Step 5: Acknowledgment & Processing 

 
 Upon successful upload, an acknowledgment number is generated. 

 Check return status on TRACES Portal. 
 
 
 

 
3. Due Dates for Filing TDS Returns 

 
 

Quarter Period TDS Payment Due Date TDS Return Filing Due Date 

Q1 April – June 7th July 31st July 

Q2 July – September 7th October 31st October 

Q3 October – December 7th January 31st January 

Q4 January – March 30th April 31st May 

 
 TDS deposit due date: 7th of the next month for monthly deposits. 

 March TDS deposit: Due by 30th April. 

 
4. Late Filing Fees & Penalties 

 
 

Default Penalty / Interest 
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Default Penalty / Interest 

Late Filing of TDS Return (Section 

234E) 

 

₹200 per day (max up to the TDS amount) 

Non-Deduction of TDS (Section 

201A) 

1% per month from due date to actual 

deduction 

 
Late Deposit of TDS 

1.5% per month from deduction date to 

payment date 

Incorrect PAN (Section 272B) ₹10,000 penalty 

 
 

 
5. Correction & Revised Returns 

 

 Errors in PAN, challan details, or TDS amounts can be corrected by filing a 

Revised TDS Return. 

 Corrections can be made using TRACES Portal or NSDL RPU software. 
 
 
 

UNIT IV: E-Filing of TDS 

📘 Small Questions 

S. No Questions LOCF Mapping 

1 What is TDS return? K1 

2 What is Form 24Q? K1 

3 What is Form 26Q? K2 

4 What is e-filing? K2 

5 What is due date for TDS return? K2 

 

📗 Big Questions 
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S. No Questions LOCF Mapping 

1 Explain e-filing of TDS returns. K2 

2 Describe Form 24Q and its uses. K2 

3 Explain Form 26Q and its application. K2 

4 Discuss procedure for filing TDS returns online. K2 

5 Explain importance of e-filing system. K2 
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Unit V- PAN and SFT 

 

Importance of PAN – Statement of Financial Transaction (SFT) – E-Filling of forms 

61A, 61B 

 
Permanent Account Number (PAN) – Importance & Benefits 

 
1. What is PAN? 

 
Permanent Account Number (PAN) is a unique 10-digit alphanumeric identifier 

issued by the Income Tax Department of India under the Income Tax Act, 1961. It 

serves as an essential tool for tracking financial transactions, ensuring tax compliance, 

and preventing tax evasion. Every individual, business, and entity involved in taxable 

activities must possess a PAN. 

2. Structure of PAN 

 

The PAN follows a specific format: 

Example: ABCDE1234F 

Position 
Character 

Type 
Description 

First 3 

Characters 

 
Alphabetic (A-Z) 

 
Randomly assigned letters 

 
4th Character 

 

Alphabetic (A-Z) 
Identifies the type of taxpayer (E.g., ‘P’ for individuals, 

‘C’ for companies, ‘F’ for firms, etc.) 

5th Character Alphabetic (A-Z) 
 
Represents the first letter of the individual’s 
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Position 
Character 

Type 
Description 

  
surname or the entity’s name 

Next 4 

Characters 

Numeric (0001- 

9999) 

Unique number assigned by the Income Tax 

Department 

Last Character Alphabetic (A-Z) Checksum character for verification purposes 

 

 
3. Who Needs a PAN? 

 
The following entities must obtain a PAN: 

 
 Individuals (salaried employees, self-employed professionals, freelancers) 

 Hindu Undivided Families (HUFs) 

 Companies & Corporations 

 Partnership Firms & LLPs (Limited Liability Partnerships) 

 Trusts, Societies, and NGOs 

 Foreign Investors and NRIs (Non-Resident Indians) 

 Minors (if they have taxable income or investments in their name) 

 Any person or entity engaging in high-value financial transactions 

 
4. Importance of PAN 

 

PAN is a crucial requirement in multiple areas, including income tax compliance, 

financial transactions, business operations, and legal documentation. Below are the 

major benefits and use cases of PAN: 
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A. PAN for Income Tax Compliance 

 
1. Mandatory for Filing Income Tax Returns (ITR) – Every taxpayer, including 

individuals, companies, and firms, must quote PAN while filing tax returns. 

2. TDS (Tax Deducted at Source) Compliance – If PAN is not provided, TDS is 

deducted at a higher rate of 20% instead of the standard rate. 

3. Claiming Tax Refunds – Tax refunds cannot be processed without a valid PAN. 

4. Verification of High-Value Transactions – The Income Tax Department tracks 

high-value financial transactions through PAN to prevent tax evasion. 

5. Avoiding Tax Notice & Scrutiny – Non-compliance or incorrect PAN details 

may lead to tax audits and penalties. 

 
 

 
B. PAN for Banking & Financial Transactions 

 
1. Opening a Bank Account – PAN is mandatory for opening savings, current, or 

fixed deposit accounts. 

2. Deposits Above ₹50,000 – Banks require PAN for cash deposits exceeding 

₹50,000 per day. 

3. Applying for Loans – PAN is a key document for home loans, car loans, 

education loans, and personal loans. 

4. Credit Card Approvals – Banks require PAN to verify income, credit history, and 

eligibility for credit card applications. 

5. Insurance Policies Above ₹50,000 – PAN must be provided when purchasing 

life insurance policies exceeding ₹50,000. 
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C. PAN for Investments & Securities Market 

 
1. Stock Market & Mutual Fund Investments – PAN is required to open Demat 

accounts and invest in stocks, mutual funds, bonds, and debentures. 

2. KYC Compliance – The Know Your Customer (KYC) process for financial 

institutions requires PAN. 

3. Buying & Selling of Gold Above ₹2 Lakh – Transactions involving the 

purchase of gold jewelry over ₹2 lakh must include PAN details. 

 
 

 
D. PAN for Business & Corporate Compliance 

 
1. Company Registration – Businesses must have a PAN to register with the 

Registrar of Companies (ROC). 

2. GST Registration – PAN is linked with the Goods and Services Tax (GST) 

Number for tax compliance. 

3. TAN (Tax Deduction and Collection Account Number) Application –

Businesses must provide PAN to apply for TAN, which is required for deducting 

TDS. 

4. Import-Export Code (IEC) Registration – Companies engaged in foreign trade 

must link their PAN with their IEC. 

5. Business Bank Accounts – No corporate bank account can be opened without 

PAN. 

 
 

 
E. PAN for Property & High-Value Transactions 

 
1. Buying & Selling Property – PAN is mandatory for real estate transactions 

exceeding ₹10 lakh. 
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2. Rental Income – If annual rent exceeds ₹2.4 lakh, the landlord must provide 

PAN, and tenants must deduct TDS @10% (Section 194I). 

3. Foreign Exchange Transactions Above ₹50,000 – PAN is required for forex 

conversion and foreign remittances. 

4. Hotel Bills & Travel Expenses Over ₹50,000 – High-value hotel bills, air 

tickets, or foreign trips require PAN submission. 

 
 

 
F. PAN for Aadhaar & Other Linkages 

 
1. Linking PAN with Aadhaar – As per Section 139AA of the Income Tax Act, 

PAN must be linked with Aadhaar for continued validity. 

2. EPF Withdrawal – Employees withdrawing their Provident Fund (PF) above 

₹50,000 must provide PAN, or TDS @ 34.6% is deducted. 

3. Applying for Government Subsidies & Schemes – PAN is required to avail of 

benefits under government welfare schemes. 

 
 

 
5. Consequences of Not Having PAN 

 

❌ Higher TDS Deduction (20%) instead of the applicable rate. 

❌ Restricted Financial Transactions – Individuals cannot open bank accounts, 

invest in stocks, or buy property. 

❌  Loan & Credit Card Rejections due to incomplete KYC verification. 

❌ Legal Penalties – Holding multiple PANs can lead to a ₹10,000 fine under Section 

272B. 

❌ Tax Notice & Scrutiny – Failure to link PAN with Aadhaar may result in ITR 

processing delays or rejection. 
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6. How to Apply for PAN? 

 
Individuals and businesses can apply for PAN using Form 49A (Indian Citizens) or Form 

49AA (Foreigners) through the NSDL or UTIITSL portals. The application can be made 

online or offline, and the PAN card is issued within 15-20 days. 

 
 

 
7. Key Takeaways 

 

✔ PAN is essential for tax compliance, banking, investments, and business 

transactions. 

✔ Without PAN, TDS is deducted at a higher rate of 20%. 

✔ It is mandatory for property purchases, GST registration, and corporate filings. 

✔ Must be linked with Aadhaar for financial transparency & government 

compliance. 

✔ Failure to hold or misuse PAN results in penalties & legal consequences. 

PAN – Application, Correction, and Aadhaar Linkage 

1. PAN Application Process 

 
1.1 Eligibility for PAN Application 

 

PAN can be obtained by: 

✔ Indian Citizens (Residents & Non-Residents) 

✔ Companies, LLPs, Partnership Firms, Trusts, and Societies 

✔ Foreign Citizens & Entities (Foreign Companies, Foreign Investors, and NRIs) 

✔ Minors (if income is taxable or investments are made in their name) 
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1.2 Types of PAN Application Forms 
 
 

Form Name Applicable For 

Form 49A Indian citizens (Individuals, HUFs, Companies, Trusts, and Firms) 

Form 49AA Foreign citizens & foreign entities 

 

 
1.3 Online PAN Application Process 

 
PAN can be applied through: 

 
1. NSDL e-Gov Portal (www.onlineservices.nsdl.com) 

2. UTIITSL Portal (www.utiitsl.com) 

 
Step-by-Step Online Process: 

 
1. Visit NSDL/UTIITSL portal and select ‘Apply for PAN.’ 

2. Choose the correct form (49A for Indian Citizens, 49AA for Foreigners). 

3. Fill in the personal details, including full name, date of birth, address, and 

mobile number. 

4. Select the mode of PAN card issuance (e-PAN or physical PAN card). 

5. Upload required documents for proof of identity, address, and date of birth. 

6. Pay the application fee (₹93 for e-PAN, ₹110 for physical PAN in India, ₹1,020 

for foreign addresses). 

7. Verify via Aadhaar OTP (if applicable) or submit a scanned signature/photo. 

8. Submit the application and receive an acknowledgment number to track 

status. 

9. PAN is issued within 15-20 working days after verification. 
 
 

 

http://www.onlineservices.nsdl.com/
https://www.utiitsl.com/
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1.4 Offline PAN Application Process 

 
1. Download Form 49A/49AA from the NSDL/UTIITSL website. 

2. Fill out the form manually and attach self-attested copies of supporting 

documents. 

3. Paste two passport-sized photographs (do not staple). 

4. Submit the form at the nearest PAN service center along with the application 

fee. 

5. Receive an acknowledgment receipt for tracking status. 

 
1.5 Required Documents for PAN Application 

 
 

Category Proof of Identity (POI) 
Proof of Address 

(POA) 

Proof of Date of Birth 

(DOB) 

 

 
Individuals 

Aadhaar, Voter ID, 

Passport, Driving 

License 

Utility Bill, Bank 

Statement, Rent 

Agreement 

Birth Certificate, 

Matriculation 

Certificate 

 
Companies 

Certificate of 

Incorporation 

Registered Office 

Address Proof 

 
Not Required 

Foreign 

Nationals 

 
Passport, OCI/PIO Card 

Bank Statement in 

India, Visa Copy 

 
Not Required 

 

 
2. PAN Correction & Update Process 

 
2.1 When is PAN Correction Needed? 

 

✔ Name Change (Marriage, Legal Name Change) 

✔ Date of Birth Correction 
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✔  Address  Update 

✔ Father’s  Name Correction 

✔  Signature  Mismatch 

✔  Photo  Update 

✔ Linking Errors with Aadhaar    

 
2.2 Online PAN Correction Process (NSDL/UTIITSL) 

 
1. Visit the PAN Correction Portal (NSDL: www.onlineservices.nsdl.com, 

UTIITSL: www.utiitsl.com). 

2. Select ‘Correction in PAN Details’ and fill in the form with updated details. 

3. Upload supporting documents (Aadhaar, Gazette Notification for name 

change, Birth Certificate for DOB correction). 

4. Pay the correction fee (₹110 for India, ₹1,020 for foreign addresses). 

5. Verify via Aadhaar OTP or send signed acknowledgment to NSDL/UTIITSL 

office. 

6. Track application status using the acknowledgment number. 

7. Updated PAN is issued within 10-15 working days. 

 
2.3 Offline PAN Correction Process 

 
1. Download the ‘Request for New PAN Card or Correction in PAN Data’ form. 

2. Fill in the incorrect PAN details & mention the corrections needed. 

3. Attach self-attested copies of supporting documents. 

4. Submit the form at a PAN service center with the applicable fee. 

5. Receive acknowledgment for tracking status. 
 
 
 
 
 

 

http://www.onlineservices.nsdl.com/
https://www.utiitsl.com/
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3. PAN & Aadhaar Linkage 

 
3.1 Why Linking PAN & Aadhaar is Mandatory? 

 
 As per Section 139AA of the Income Tax Act, PAN must be linked with 

Aadhaar to prevent duplicate PANs and frauds. 

 ITR cannot be filed without linking PAN with Aadhaar. 

 Unlinked PAN will become inoperative, leading to higher TDS deductions and 

restrictions on financial transactions. 

3.2 How to Link PAN with Aadhaar? 

 

Method 1: Online via Income Tax Portal 

 
1. Visit the Income Tax e-Filing Portal (www.incometax.gov.in). 

2. Click on ‘Link Aadhaar’ under Quick Links. 

3. Enter PAN, Aadhaar Number, and Name (as per Aadhaar). 

4. Verify with OTP received on the Aadhaar-registered mobile number. 

5. Upon successful validation, PAN-Aadhaar linking is completed. 

 
Method 2: Via SMS 

 
1. Send an SMS in the format: 

 

objectivec 

CopyEdit 

UIDPAN <12-digit Aadhaar> <10-digit PAN> 

 
2. Send to 567678 or 56161 from the Aadhaar-linked mobile number. 

3. A confirmation message is received upon successful linking. 
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Method 3: Offline Linking via NSDL/UTIITSL Centers 

 
1. Visit a PAN Service Center with a photocopy of PAN & Aadhaar. 

2. Fill out the ‘Aadhaar-PAN Linking’ Form. 

3. Submit the form along with a processing fee. 

4. Receive a receipt and track status online. 

 
3.3 Checking PAN-Aadhaar Linking Status 

 
1. Go to the Income Tax Portal → ‘Link Aadhaar Status’. 

2. Enter PAN & Aadhaar Number. 

3. Click ‘View Link Status’ to check if linking is successful. 

 
3.4 Consequences of Not Linking PAN with Aadhaar 

 

◻ PAN Becomes Inoperative – PAN will be considered invalid, impacting financial 

transactions. 

◻ Higher TDS Deduction (20%) – If PAN is inoperative, higher TDS rates apply. 

◻ No ITR Filing – Income Tax Return (ITR) cannot be processed. 

◻ Restriction on Investments – No stock trading, mutual funds, or fixed deposits 

above ₹50,000. 

◻ Property Transactions Blocked – Cannot buy/sell properties over ₹10 lakh. 
 
 
 
 

4. Key Takeaways 

 

✔ PAN is essential for tax compliance, banking, investments, and financial 

transactions. 

✔ Correction in PAN can be done online via NSDL/UTIITSL. 

✔ Linking PAN with Aadhaar is mandatory; failure results in inoperative PAN. 
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✔ Higher TDS (20%) applies if PAN is inactive or not linked to Aadhaar. 

✔ PAN-Aadhaar linking can be done online, via SMS, or offline at service centers. 

 
Statement ofFinancialTransaction(SFT) 

 
Statement of Financial Transactions (SFT) – Comprehensive Guide 

 

1. What is a Statement of Financial Transactions (SFT)? 

 
The Statement of Financial Transactions (SFT) is a mandatory report filed by 

specified entities to the Income Tax Department under Section 285BA of the Income 

Tax Act, 1961. It helps track high-value transactions made by individuals and businesses 

to curb tax evasion and ensure financial transparency. 

 
Previously known as Annual Information Return (AIR), SFT was introduced to make 

reporting of large transactions more structured and efficient. 
 
 
 

 
2. Who is Required to File SFT? 

 

Entities required to submit SFT include: 
 
 

Category of Entity Examples 

Banks & Financial Institutions Commercial Banks, Cooperative Banks, NBFCs 

Mutual Fund Companies Fund Houses managing investments 

Stock Exchanges & Depositories NSE, BSE, NSDL, CDSL 

Companies Issuing 

Bonds/Debentures 

 
Entities offering securities 

Property Registrars Sub-Registrars recording real estate transactions 
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Category of Entity Examples 

Post Offices Accepting high-value deposits 

Credit Card Companies Issuers monitoring high spending patterns 

 
Other Financial Institutions 

Payment wallets, fintech firms, foreign exchange 

dealers 

 
 

 
3. Types of Transactions Reported Under SFT 

 
SFT covers high-value financial transactions exceeding prescribed limits. 

 
 

Nature of Transaction Threshold Amount Reporting Entity 

Cash Deposits (Savings 

Account) 

₹10 lakh or more in a 

financial year 

 
Banks, Post Offices 

 
Cash Deposits (Current Account) 

₹50 lakh or more in a 

financial year 

 
Banks, Post Offices 

 
Credit Card Payments (Cash) 

₹1 lakh or more in a 

financial year 

Banks, Credit Card 

Companies 

Credit Card Payments (Other 

Modes) 

₹10 lakh or more in a 

financial year 

Banks, Credit Card 

Companies 

Purchase of Shares, Mutual 

Funds, Bonds, or Debentures 

₹10 lakh or more in a 

financial year 

Stock Brokers, Mutual Fund 

Houses, Companies 

Sale/Purchase of Immovable 

Property 

 
₹30 lakh or more 

 
Property Registrars 

Foreign Exchange Transactions ₹10 lakh or more Authorized Forex Dealers 

Time Deposits (Fixed Deposits, 

Recurring Deposits, etc.) 

₹10 lakh or more 

(excluding renewals) 

Banks, NBFCs, Post 

Offices 
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Nature of Transaction Threshold Amount Reporting Entity 

Buyback of Shares ₹10 lakh or more Listed Companies 

Cash Payment for Goods & 

Services 

 
₹2 lakh or more 

Businesses receiving cash 

payments 

 
 

 
4. How is SFT Filed? 

 
4.1 Process for Filing SFT 

 
1. Register on the Income Tax Portal (if not already registered). 

2. Log in to the e-Filing Portal (www.incometax.gov.in). 

3. Navigate to ‘SFT Filing’ Section under Forms. 

4. Select the correct Form & Assessment Year (Form 61A or Form 61B for 

specific entities). 

5. Upload the SFT Report in the specified format (XML/CSV). 

6. Verify & Submit using DSC (Digital Signature Certificate). 

 
4.2 SFT Filing Due Date 

 

✔ Due Date: May 31st of the following financial year. 

✔ Penalty for Late Filing: ₹500 per day for delayed submission. 

✔ Penalty for Incorrect Filing: ₹50,000 if wrong information is furnished. 

 
 
 

 
5. How Does SFT Impact Taxpayers? 

 

✔ Helps the Income Tax Department detect unreported income & tax evasion. 

✔ Ensures transparency in high-value financial transactions. 
 

https://www.incometax.gov.in/
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✔ Cross-verification of ITR (Income Tax Return) with reported financial data. 

✔ Mismatch in transactions & ITR may lead to tax scrutiny or notices. 

 
 
 

 
6. How to Check SFT Transactions Reported in Income Tax Portal? 

 
1. Log in to the Income Tax Portal (www.incometax.gov.in). 

2. Go to ‘Compliance’ Section → Select ‘Annual Information Statement (AIS)’. 

3. View Transactions Reported under SFT by Banks, Companies, or 

Institutions. 

4. Ensure that all high-value transactions match ITR filings to avoid scrutiny. 
 
 
 

 
7. Consequences of Not Reporting High-Value Transactions in ITR 

 

◻ Tax Scrutiny & Notice from Income Tax Department 

◻ Heavy Penalties for Concealing Income 

◻ Mismatch in AIS & ITR Can Lead to Investigation 

◻ Reassessment of Tax Returns & Additional Tax Liabilities 
 
 
 

 
Key Takeaways 

 

✔ SFT  is  a  mandatory  reporting  mechanism  for  high-value  transactions. 

✔ Banks, financial institutions, stock exchanges, and property registrars file SFT 

reports. 

✔ Mismatch between SFT & ITR may lead to tax scrutiny. 
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✔ SFT must be filed by May 31st of the following financial year. 

✔ Taxpayers should check AIS & match reported transactions in ITR. 

 
Statement of Financial Transactions (SFT) – Detailed Guide on Filing, Compliance, 

and Rectification 

 
1. Introduction to SFT 

 

The Statement of Financial Transactions (SFT) is a mandatory reporting 

requirement under Section 285BA of the Income Tax Act, 1961, which requires certain 

financial institutions and entities to report high-value transactions to the Income Tax 

Department. 

This mechanism helps in tax compliance, detecting unreported income, and 

preventing tax evasion by cross-verifying large financial transactions with taxpayers' 

Income Tax Returns (ITRs). 

 
2. SFT Filing Requirements & Compliance Rules 

 
2.1 Who is Required to File SFT? 

 
The following entities are mandated to file SFT reports: 

 
 

Reporting Entity Type of Transactions Reported 

 
Banks & Post Offices 

Cash deposits, withdrawals, and fixed 

deposits 

Mutual Fund Houses Purchase of mutual funds 

Stock Exchanges & Brokers Purchase or sale of shares 
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Reporting Entity Type of Transactions Reported 

Companies Issuing 

Bonds/Debentures 

 
Subscription of bonds/debentures 

Property Registrars Sale/purchase of real estate 

Credit Card Issuers High-value credit card payments 

Foreign Exchange Dealers Foreign exchange transactions 

Insurance Companies High-premium insurance policies 

NBFCs & Fintech Companies High-value financial transactions 

 
 

 
2.2 Transactions That Must Be Reported Under SFT 

 

The following high-value financial transactions exceed specific thresholds and must be 

reported: 

 

Type of Transaction 
Threshold for 

Reporting 
Reporting Entity 

 
Cash Deposits in Savings Account 

₹10 lakh or more in a 

financial year 

 
Banks, Post Offices 

Cash Deposits in Current Account ₹50 lakh or more Banks, Post Offices 

Fixed Deposits (excluding 

renewals) 

 
₹10 lakh or more 

Banks, NBFCs, Post 

Offices 
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Type of Transaction 
Threshold for 

Reporting 
Reporting Entity 

Purchase of Shares, Mutual Funds, 

Bonds, Debentures 

 
₹10 lakh or more 

Stock Brokers, Mutual 

Fund Houses 

 
Credit Card Payments (Cash Mode) 

 
₹1 lakh or more 

Banks, Credit Card 

Companies 

Credit Card Payments (Other 

Modes) 

 
₹10 lakh or more 

Banks, Credit Card 

Companies 

Purchase/Sale of Immovable 

Property 

 
₹30 lakh or more 

 
Property Registrars 

Foreign Exchange Transactions ₹10 lakh or more Forex Dealers 

Buyback of Shares by Companies ₹10 lakh or more Listed Companies 

Cash Payment for Goods & 

Services 

 
₹2 lakh or more 

 
Business Entities 

 
 

 
3. SFT Filing Process 

 
3.1 How to File SFT Online? 

 
1. Log in to the Income Tax e-Filing Portal: www.incometax.gov.in. 

2. Go to the ‘e-File’ tab and select ‘Upload SFT Report’. 

3. Choose the correct assessment year & form (Form 61A or Form 61B). 

4. Download & fill the SFT XML/CSV template as per the prescribed format. 
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5. Validate the file using the SFT Utility Tool available on the IT portal. 

6. Upload the validated SFT report & verify using a Digital Signature 

Certificate (DSC). 

7. After successful submission, note down the Transaction Reference 

Number (TRN) for tracking. 

 
 

 
3.2 SFT Filing Forms & Formats 

 
 

Form Name Purpose 

Form 61A SFT Report for High-Value Transactions 

Form 61B Statement of Reportable Accounts (Foreign Transactions) 

 

 
SFT Report Format (Form 61A) 

 
The SFT report should be prepared in XML/CSV format, containing: 

✔ PAN/Aadhaar of the customer 

✔ Type of transaction (Deposit, Investment, Property Purchase, etc.) 

✔ Transaction amount 

✔ Mode of transaction (Cash, Online, Cheque) 

✔ Date and location of the transaction 

 
3.3 Due Date for SFT Filing 

 

✔ Deadline for SFT Filing: May 31st of the following financial year. 

✔ Penalty for Late Filing: ₹500 per day of delay. 

✔ Penalty for Incorrect Information: ₹50,000 per incorrect report. 
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4. How to Rectify Errors in SFT Filing? 

 
4.1 Common Errors in SFT Filing 

 
◻ Incorrect PAN or Aadhaar details 

◻ Mismatch in transaction amounts 

◻ Incorrect selection of transaction type 

◻ Non-reporting or duplicate reporting of transactions 

 
4.2 Steps to Rectify SFT Errors 

 
1. Download the ‘Correction Statement Form’ from the Income Tax Portal. 

2. Fill in the correct details and mention the erroneous fields. 

3. Submit the revised SFT report online via the Income Tax Portal. 

4. Verify corrections using a Digital Signature Certificate (DSC). 

5. Track correction status using the acknowledgment number. 

 
5. Checking Transactions Reported Under SFT (For Taxpayers) 

 
5.1 How to View SFT Transactions in the Income Tax Portal? 

 

1. Log in to the Income Tax Portal → Navigate to ‘Compliance’ → Select 

‘Annual Information Statement (AIS)’. 

2. Check SFT transactions reported by banks, stock brokers, and other 

institutions. 

3. Verify whether the reported transactions match the ITR filed. 

4. If discrepancies exist, file a response to clarify the source of funds. 
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6. Consequences of Non-Compliance with SFT Regulations 

 
6.1 Penalties for Non-Filing or Incorrect Filing of SFT 

 
◻ Late Filing Penalty: ₹500 per day for delay beyond the due date. 

◻ Incorrect  Information  Penalty:  ₹50,000  for  wrong  or  incomplete  reporting. 

◻ Failure to File SFT: ₹1,00,000 if an entity fails to submit the SFT report. 

◻ Tax Scrutiny & Investigation: Income Tax Department may issue notices to 

investigate discrepancies. 

6.2 Impact on Taxpayers Due to SFT Non-Compliance 

 

✔ Mismatch between ITR & SFT may trigger tax scrutiny. 

✔ Unexplained transactions may lead to higher tax liabilities & penalties. 

✔ Higher TDS deduction (20%) for non-PAN holders in high-value transactions. 

✔ Risk of being classified under ‘high-risk taxpayers’ for tax audits. 

 
 
 

 
7. Key Takeaways 

 

✔ SFT is a mandatory financial reporting system for tracking high-value 

transactions. 

✔ Banks, stock exchanges, property registrars, and financial institutions must 

file SFT. 

✔ SFT must be filed by May 31st of the following financial year. 

✔ Mismatch  between  SFT  &  ITR  can  lead  to  tax  scrutiny  or  penalties. 

✔ Correction of SFT errors can be done by submitting a revised statement online. 

✔ Taxpayers should verify SFT transactions in their AIS to ensure accuracy. 

 



Directorate of Distance and Continuing Education 
Manonmaniam Sundaranar University 

E-FILLING OF TAX RETURNS Page 144 

 

 

 

 

E- Filling of forms 61A, 61B 

 
E-Filing of Forms 61A & 61B – Comprehensive Guide 

 
1. Introduction to Forms 61A & 61B 

 
Forms 61A and 61B are mandatory statements under Section 285BA of the Income 

Tax Act, 1961, which require specified entities to report high-value financial 

transactions and foreign financial accounts to the Income Tax Department. These 

forms help in detecting tax evasion, ensuring financial transparency, and cross-verifying 

taxpayers' financial activities with their Income Tax Returns (ITRs). 

 
 

 
2. Understanding Form 61A & Form 61B 

 

 

Form Purpose Who Should File? Due Date 

 
Form 

61A 

 
Statement of Financial 

Transactions (SFT) 

Banks, financial institutions, 

mutual funds, stock exchanges, 

registrars, NBFCs 

May 31st of the 

following financial 

year 

 
Form 

61B 

Statement of Reportable 

Accounts (Foreign Financial 

Accounts) 

Financial institutions 

maintaining foreign accounts as 

per FATCA & CRS norms 

May 31st of the 

following financial 

year 

 
 

 
3. Who Needs to File Form 61A? 

 
Entities required to file Form 61A (SFT Report) include: 

 
 

Entity Nature of Transactions Reported 
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Entity Nature of Transactions Reported 

Banks & Post Offices Cash deposits/withdrawals above prescribed limits 

Mutual Funds & Stock Brokers High-value investments in shares, mutual funds 

Credit Card Issuers Large credit card payments 

Property Registrars Sale/Purchase of real estate above ₹30 lakh 

Forex Dealers High-value foreign exchange transactions 

Insurance Companies Premium payments exceeding threshold limits 

 

✔ Form 61A must be filed if an entity has conducted high-value transactions 

exceeding the prescribed limits. 

 
 

 
4. Who Needs to File Form 61B? 

 

Form 61B is required under Foreign Account Tax Compliance Act (FATCA) & 

Common Reporting Standard (CRS) for reporting foreign financial accounts. 

Entities required to file Form 61B include: 

✔ Banks, financial institutions, custodians holding foreign accounts 

✔ Investment firms, asset managers, fund houses with international clients 

✔ Insurance companies offering foreign-linked policies 

 

✔ Form 61B ensures international tax compliance and exchange of financial 

information across countries. 

 
 

 
5. Steps for E-Filing Form 61A & 61B 
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5.1 Prerequisites for Filing 

 

✔  Register on the Income Tax e-Filing Portal (www.incometax.gov.in) 

✔ Obtain Digital Signature Certificate (DSC) for verification 

✔ Use the specified XML/CSV format for SFT reporting 

 
 
 

 
5.2 Step-by-Step E-Filing Process for Form 61A (SFT) 

 
1 Login to the Income Tax Portal → Go to ‘e-File’ → Select ‘Upload Form 61A’ 

2 Download the SFT Utility Tool from the portal to prepare the report 

3 Fill in details of high-value transactions (PAN, transaction type, amount, date, 

etc.) 

4 Validate the XML/CSV file using the SFT Utility Tool 

5 Upload the validated Form 61A XML file on the portal 

6 Verify submission using Digital Signature Certificate (DSC) 

7 Submit & note down the Transaction Reference Number (TRN) for tracking 
 
 
 

 
5.3 Step-by-Step E-Filing Process for Form 61B (Foreign Account Reporting) 

 
1 Login to the Income Tax Portal → Go to ‘e-File’ → Select ‘Upload Form 61B’ 

2 Download Form 61B XML Schema from the portal 

3 Enter details of foreign financial accounts (as per FATCA/CRS) 

4 Validate the XML file using the 61B Utility Tool 

5 Upload the Form 61B file & verify with DSC 

6 Submit & track the submission status using TRN 
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6 How to Rectify Errors in Form 61A & 61B? 

 
6.1 Common Errors in Form 61A & 61B Filing 

 

◻ Incorrect  PAN details 

◻ Mismatch in transaction amounts 

◻ Duplicate reporting of transactions 

◻ Technical validation errors in XML format 

 
6.2 Steps for Correction of Filed Reports 

 
1 Download ‘Correction Statement Form’ from the e-Filing portal 

2 Make necessary corrections (wrong PAN, incorrect amounts, etc.) 

3 Validate the corrected file using the SFT Utility Tool 

4 Upload the revised Form 61A/61B with the corrected information 

5 Verify & Submit the updated report 

 

✔ Corrections must be made before any scrutiny notice is issued. 

 
7. Consequences of Non-Compliance 

 
7.1 Penalties for Late or Incorrect Filing 

 
 

Type of Non-Compliance Penalty 

Late filing of Form 61A/61B ₹500 per day of delay 

Incorrect/incomplete information ₹50,000 

Failure to file SFT report ₹1,00,000 

 

✔ Entities failing to file Form 61A/61B may face tax scrutiny & investigation. 
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8. How Taxpayers Can Verify Transactions Reported in Form 61A? 

 
Taxpayers can check whether their high-value transactions have been reported by: 

1 Logging in  to the Income Tax Portal → Go to ‘Compliance’ Section 

2 Selecting ‘Annual Information Statement (AIS)’ 

3 Reviewing transactions reported by banks, stockbrokers, registrars, etc. 

4 Ensuring all reported transactions match ITR filing 

 
Mismatch between ITR & Form 61A transactions may lead to tax scrutiny. 

 
9. Key Takeaways 

 

✔ Form 61A (SFT) is mandatory for reporting high-value financial transactions. 

✔ Form 61B is used for foreign financial account reporting (FATCA/CRS 

compliance). 

✔ Forms must be filed electronically by May 31st of the following financial year. 

✔ E-filing requires XML format validation & DSC verification. 

✔ Non-compliance leads to heavy penalties & tax scrutiny. 

✔ Taxpayers should verify transactions in AIS to avoid discrepancies in ITR. 

 
Correction of Filed Reports, Compliance Checks, and Handling Tax Notices 

Related to Form 61A/61B 

1. Correction of Filed Form 61A & 61B Reports 

 

Once Form 61A (Statement of Financial Transactions - SFT) or Form 61B (Statement 

of Reportable Accounts - Foreign Financial Accounts) has been filed, any errors 

identified can be corrected by submitting a revised report. 
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1.1 Common Errors in Form 61A & 61B Filing 

 
◻ Incorrect PAN or Aadhaar details 

◻ Mismatch in transaction amounts 

◻ Duplicate or missing transaction reporting 

◻ Invalid reporting entity details 

◻ Technical errors in XML file format 

 
1.2 Steps to Correct Filed Form 61A/61B 

 
1 Download the Filed Report: 

 
 Log in to the Income Tax e-Filing Portal (www.incometax.gov.in). 

 Navigate to e-File > View Filed Forms > Form 61A or 61B. 

 Download the previously submitted XML report. 

 
2 Prepare a Correction Statement: 

 
 Use the SFT Utility Tool provided by the Income Tax Department to edit errors. 

 Update incorrect details (e.g., wrong PAN, incorrect amounts, incorrect financial 

institution details). 

 Validate the corrected XML file using the SFT Validator Tool. 

 
3 Re-submit the Revised Form 61A or 61B: 

 
 Log in to the e-Filing Portal → Select ‘Upload Form 61A/61B Correction 

Statement’. 

 Upload the corrected XML file and verify it using a Digital Signature Certificate 

(DSC). 

 Submit and track the revised submission using the Transaction Reference 

Number (TRN). 
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✔ Corrections must be made promptly before any tax scrutiny notice is issued. 

 
 
 

 
2. Compliance Checks for Form 61A & 61B 

 
Entities required to file Form 61A (SFT Report) or 61B (Foreign Financial Accounts 

Report) must ensure full compliance to avoid penalties. 

 
2.1 Steps for Ensuring Compliance 

 

✅Verify Whether Your Entity Falls Under SFT Filing Requirements 

 
 Check if transactions exceed the specified threshold limits for reporting. 

 

✅Ensure Accurate Data Collection 

 
 Maintain records of all high-value transactions in financial accounts. 

 Verify PAN and Aadhaar details before filing. 

 

✅Validate Reports Before Filing 

 
 Use the SFT Utility Tool to ensure correctness. 

 Check for any duplicate or missing transactions before submission. 

 

✅Keep Acknowledgment for Future Reference 

 
 Save the Transaction Reference Number (TRN) for tracking the filing status. 

 Keep a copy of the filed Form 61A/61B report for compliance records. 
 
 
 

 
3. Handling Tax Notices Related to Form 61A/61B 
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If discrepancies are found between Form 61A/61B reports and the taxpayer’s Income 

Tax Return (ITR), the Income Tax Department may issue a notice or compliance query. 

 
3.1 Reasons for Receiving a Notice Related to Form 61A/61B 

 
◻ Mismatch between reported financial transactions and ITR details 

◻ Failure to file Form 61A or 61B despite eligibility 

◻ Non-compliance  with  FATCA/CRS  rules  (for  foreign  financial  accounts) 

◻ Incorrect or missing PAN details in the filed report 

 

3.2 How to Respond to a Tax Notice on Form 61A/61B? 

 
1 Log in to the Income Tax e-Filing Portal 

 
 Go to ‘Pending Actions’ > ‘e-Proceedings’ section. 

 Select the ‘Notice/Intimation’ received. 

 
2 Download the Notice and check the issue: 

 
 If the notice is for mismatch with ITR, compare the details in Annual 

Information Statement (AIS). 

 If it is for failure to file Form 61A/61B, determine whether the filing was 

mandatory. 

3 File a Response or Correct Errors 

 
 If the notice requires clarification, submit an explanation via the ‘e-

Proceedings’ tab. 

 If a correction is needed, submit a revised Form 61A/61B as explained earlier. 

 
4 Verify & Submit Response 
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 Use DSC (Digital Signature Certificate) for verification. 

 Track the status of the response using Reference Number provided after 

submission. 

 
 

 
4. Penalties for Non-Compliance with Form 61A & 61B Filing 

 
Failure to comply with SFT and FATCA/CRS reporting obligations can lead to 

significant penalties under the Income Tax Act. 
 
 

Type of Non-Compliance Penalty (₹) 

Failure to file Form 61A/61B ₹1,00,000 

Incorrect/incomplete information in filed reports ₹50,000 

Late filing of Form 61A/61B ₹500 per day of delay 

Failure to respond to an Income Tax Notice Additional penalties or tax scrutiny 

 

 

✔ Non-compliance may also lead to tax audits and further investigations by the 

authorities. 

 
 

 
5. Key Takeaways 

 

✔ Errors in Form 61A & 61B can be corrected by submitting a revised XML file 

online. 

✔ Entities must verify compliance by ensuring accurate transaction reporting 
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and PAN validation. 

✔ Mismatch between SFT reports & ITR may trigger tax notices, requiring proper 

response. 

✔ Non-filing or incorrect filing of Form 61A/61B can result in penalties of up to 

₹1,00,000. 

✔ Taxpayers can check their reported transactions in AIS (Annual Information 

Statement) to avoid discrepancies. 

 
 

UNIT V: PAN and SFT 

📘 Small Questions 

S. No Questions LOCF Mapping 

1 What is PAN? K1 

2 What is SFT? K1 

3 What is Form 61A? K2 

4 What is Form 61B? K2 

5 What is importance of PAN? K2 

 

📗 Big Questions 

S. No Questions LOCF Mapping 

1 Explain importance of PAN in taxation. K2 

2 Describe Statement of Financial Transactions (SFT). K2 

3 Explain Form 61A and 61B. K2 

4 Discuss e-filing of SFT forms. K2 

5 Explain role of PAN in financial transactions. K2 

 


