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ABSTRACT 

The month of July usually brings unexpected jitters for everyone since 31st 

July is the deadline to file the Income Tax returns for the most salaried and 

self employed professionals unless requiring an audit by a CA, for which the 

deadline is usually 30th September, however, extended every year usually by 

the IT Department falling under the Finance Ministry, Govt. of India by a few 

days or a month upon persistent requests by CA’s and professionals due to 



the common Indian mentality of meeting the deadline on last few days only. 

Earlier, one could file an IT return up to 2 years after the ending of the 

particular financial year and that too without any penalty being levied, for 

e.g. if you had not filed your tax return for FY 2015-16, for which the usual 

due date was 31st July 2016, then you would still be able to file till 31st 

March 2018. However, as per the recent amendment, for returns for FY 

2016-17, for which the usual due date was 31st July 2017, the maximum 

deadline now for filing your belated tax return is 31st March, 2018.  Several 

major income tax changes have come into effect from the start of this new 

fiscal year i.e. 1st April, 2018. Income Tax Returns for a financial year (April 

– March) must be filed by individuals on or before the 31st of July of the next 

financial year, for e.g. Income Tax Returns of FY 2017-18 that ended on 31st 

March 2018 was due on 31st July, 2018 (extended by a month till 31st 

August 2018 however, this year, for people from all Indian states except 

citizens of Kerala, who because of floods were accorded the last date of 15th 

September, 2018). The late ITR filers now have to do so at a premium 

(penalty of Rs. 5,000 – Rs. 10,000). 

 

REVIEW 

Tax is a central element to the revenue generation system of the Indian 

government. Among the multitude of taxes present in the system, income 

tax is the one that deals with the taxation of the earning of every individual, 

firm or organization in a financial year. The earning or income could be in 

the form of regular salary, professional income, interest, dividends, capital 

gains or any other profits. An Income Tax Return is a proof that you have 

paid your income tax or at least brought your income to the notice of IT 

department of Govt. of India. It also contains details about your annual 

income and the amount of tax you have paid. Every year, Indian citizens 

who earn taxable income have to file Income Tax Return (ITR). (We 

discussed about Income tax terminology about financial year, 

assessment year, tax slabs and other misc. things in Part 1 of this 

series of article). Filing ITR helps in getting a refund in case you pay more 

tax than what you are required to pay. If you fail to file your ITR, you might 



have to pay penalty or face legal consequences. Now, we have to file an IT 

return on a specific ITR form only. You have to find out which ITR form is 

applicable to you after going through the types & specifications of each one. 

 
Various (7) ITR Form Types (Image Courtesy: Cleartax.com) 

A return of income or an ITR is a pre-defined form (see above image) which 

lists out the particulars of income and the taxes paid on the same by an 

individual, firm or organization in a financial year which is then filed with 

the Income Tax Department. There are differing forms for incomes of 

different status and nature, readily available on the online portal of the 

Income Tax Department of India. Currently, they are seven in number for 

filing of income tax returns along with an ITR-V (Income Tax Verification 

form). The IT return is mandatory for residents of India (if applicable) and an 

NRI as well, who if derives any or all of his income through sources in India, 



that income is liable to be taxable in India and income tax returns for the 

same will also be necessary. Filing an ITR is absolutely mandatory if any of 

the following conditions is existent: 

1. If the gross total annual income (before deductions under Section 80C 

to 80U) is Rs. 2,50,000 (for age less than 60 years), Rs. 3,00,000 (for 

age 60 years but less than 80 years) and Rs. 5,00,000 (for age 80 years 

and above). 

2. If it is a company or firm, irrespective of the profit or loss made in a 

financial year. 

3. If an income tax refund (TDS deducted wrongly) needs to be claimed. 

4. If a loss under a head of income needs to be carried forward. 

5. If being a resident of India, one has an asset or financial interest in any 

entity located outside India. 

6. If being a resident of India, one is a signing authority in a foreign bank 

account. 

7. If one receives income derived from property held under a trust for 

charitable or religious purposes or a political party or a research 

association, news agency, educational or medical institution, trade 

union, a not for profit university or educational institution, a hospital, 

infrastructure debt fund, any authority, body or trust. 

8. If one is applying for a loan or a visa. 

 

The physical filing is now almost passé and e-filing is ‘in vogue’ which has 

mandated the following conditions presently:  

 

1. In case the gross total annual income exceeds Rs. 5,00,000. 

2. In case an income tax refund is required. 

3. ITR – 2,3,5,6,7 have to be mandatorily e-filed (even ITR – 1 and 4 are 

also being e-filed now as it is more convenient). 

 



 

ITR 1 – When and Where (Image Courtesy: Google) 

E-Filing of IT Returns 

As the second half of the calendar year sets in, with the onset of the month 

of July, there is some unforeseen nervousness for all earning individuals/ 

tax payers since 31st July is the deadline to file the Income Tax Returns 

(ITR). The advent of online income tax return filing websites and the income 

tax department’s constant upgradation of its e-filing portal (www. 

incometaxindiaefiling.gov.in) have made the income tax return filing process 

relatively easier in recent years, but for many individual salaried taxpayers 

and pensioners, it remains a dreaded activity which they put off until the 

last minute, sometimes, even beyond 31st July, the due date for filing the 



income tax returns.  This year, though, such procrastination will come with 

a price tag.  Therefore, it is best to kick off the process right away.  

1. July 31st – All persons who are not required to have an audit performed 

on their books of accounts are required to file their income tax returns by 

the 31st of July of every assessment year and this usually includes the 

salaried employees, self-employed professionals, consultants and 

freelancers 
 

2. September 30th – All persons who are required to or liable to have an 

audit performed on their books of accounts are required to file their 

income tax returns by the 30th of September of every assessment year 

and this usually includes companies, self-employed professionals, 

working partners employed with a firm/s (liable to have an audit 

performed on their books of accounts) and consultants.  
 

3. November 30th – Individuals who are required to provide a report (TP 

report – Transfer Pricing Report) as has been referred to in Section 92E, 

must file their returns by 30th November of every year. 

 
ITR 2 – When and Where (Image Courtesy: Google) 



Getting a grip on what all you need to file your income tax return with a 

little organized effort can see you through to the other side of 31st July 

without too many hassles. There are a few deadlines (penalty-wise) 

implemented from this year onwards for filing of the Income Tax Returns. 

According to latest changes in the Finance Act 2016, we can file our belated 

IT Returns anytime on or before 1 year from the end of the relevant 

Assessment Year (AY) but with a penalty rider after the due date. Earlier, for 

e.g. for the AY 2016-17, a belated return could be filed on or before 31st 

March 2018 (up to 2 years and that too without a late fee). However, with 

the amendment vide Finance Act 2016, from AY 2017-18 onwards, belated 

IT belated returns should be filed before the end of the relevant AY, for e.g., 

for the AY 2018-19 (FY 2017-18), a belated return can only be filed on or 

before 31st March 2019 and that too with penalties like for e.g. for the FY 

2017-18 (AY 2018-19), if the return is filed after 31st July 2018 but before 

31st December 2018, a penalty of Rs. 5,000 would be imposed and if filed 

after 31st December 2018 and up to 31st March 2019, a penalty of Rs. 

10,000 would be leviable. After this date, taxpayers will be allowed to file 

returns only if the tax authorities allow them to do so under exceptional 

circumstances. Also, in case, the income tax returns are filed following the 

expiration of the due date prescribed, then the assessee will be required to 

pay his or her tax in tandem with a penal interest charge of 1% per month 

(simple interest) as per the provisions outlined in Section 234A. The Finance 

Ministry under the Govt. of India has taken care that there are benefits for 

people with lesser income and they don’t suffer unnecessarily because of the 

delay. If the income does not exceed the basic exemption limit i.e. below the 

taxable limit of Rs. 2.5 lacs (for a normal individual), there won’t be any 

penalty on filing it even after the due deadline belatedly. Also, if the assessee 

is not required to pay any tax, then no penal interest will also be charged for 

the late filing of tax returns, provided the tax returns are filed prior to the 

end of the assessment year of relevance. As a relief to small taxpayers, if the 

income is not more than Rs. 5 lacs, the maximum penalty leviable would be 

Rs. 1,000 latest by 31st March 2019.  Currently, the basic exemption limit 

for resident individuals below the age of 60 years is Rs. 2.5 lacs, for senior 



citizens aged 60 years and above but below 80 years, income up to Rs. 3 

lacs is exempted from tax and for super senior citizens i.e. of age 80 years 

and above, the basic exemption limit is up to Rs. 5 lacs. Additionally, if you 

choose to file your IT returns late, then the option of carrying forward your 

losses (except house property) cannot be carried forward to offset future 

gains. If you filed your IT return on the or before the due date and later 

come across a correction, you can file a revised return for FY 2017-18 till 

31st March, 2019 without any penalty. Earlier a taxpayer was allowed to 

revise his returns until two years from the end of the financial year for 

which the return was filed. However, from now on, he will be allowed to 

revise his return only up till one year from the end of the financial year. 

Revised return is usually filed on any omissions, mistakes or wrong 

statements made by the assessee (the IT return filer) during filing of income 

tax return. Only unintentional mistakes are allowed to be revised as the 

revised returns have no room for concealment or false statement. A 

particular IT return can be revised despite availing refunds for the same as 

well. Revised returns can be filed repeatedly (n number of times) or say you 

can file a revised IT return any number of times until the last prescribed 

date i.e. 31st March. However, this facility should be used sparingly as it 

increases the chances of IT return being subject to scrutiny, especially if the 

revision is resulting in large refunds. Belated returns filed under Section 

139(4) can also be revised. This is applicable for returns of the Assessment 

year 2016-17 (FY 2015-16) onwards and not before that as the Income Tax 

laws were different prior to this period. As reiterated above, revision is 

allowed only if the omission was unintentional, but if you deliberately file a 

false return, then you are liable to be imprisoned under Section 277 and the 

offence will not be condoned by filing a revised return. Further, you may 

also have to pay 100% to 300% of tax due as a penalty for concealing correct 

income.  

E-Filing Process ONLINE 

A few pre-requisites are needed for filing for an income tax return online like 

the savings bank statements (or updated passbooks), Form 16, Form 26AS 



and a copy of the previous year’s IT return. After the documents are ready, 

you can follow the following steps for a smooth filing of income tax return 

online. The steps are enumerated below (details of e-filing and log-in of 

Income tax website were detailed in Part 3 of this series of articles): 

1. First, log on to Income Tax e-filing website and register on the website 

using the Permanent Account Number (PAN) as the user ID. 

2. Tax Credit Statement (Form 26AS) needs to be checked for the previous 

financial year which will list all the taxes deducted that are actually 

deposited with the Income Tax Department. 

3. The Tax Deducted at Source (TDS) as per your Form 16 should tally 

with the one in your tax credit statement or Form 26AS,. 

4. Tax Return for the current year – Under the ‘Download’ menu, click on 

Income Tax Return Forms and choose the Current financial year.  

5. Download the ITR form applicable to you.   

6. On selecting this option, you will be directed to a page where you can 

select the Assessment Year, ITR Form Name, Filing type and 

Submission mode applicable to you. 

7. There are routine options of AY and ITR form Name applicable to you 

8. In the Filing type, there are two options – Original/Revised Return and 

Filing against Notice/order. For filing ITR, select the first option of 

Original/Revised Return. 

9. In the Submission Mode, there are two options – Upload XML or 

Prepare and Submit Online. For Online filing, choose the second option 

of prepare and submit online on the portal itself. 

10. A pop-up will be displayed asking you to digitally sign the file. In case 

you have obtained a digital signature, select ‘Yes’. If you have not got 

digital signature, choose ‘No’. There is DSC utility for Digital signature 

on the IT department website as well. 

11. If the process of filing has been completed successfully, the website will 

flash an appropriate message and the acknowledgment form, ITR 

Verification (ITR-V) will be generated which can be downloaded by you. 

12. Take a printout of the form ITR-V (Verification form) and sign it in blue 

ink and send the form by ordinary or speed post to the Income-Tax 



Department – CPC , Post Bag No. 1, Electronic City Post Office, 

Bengaluru – 560 100, Karnataka within 120 days of filing your return 

online. 

13. Alternatively, you can e-verify the same using 5 different means via 

Aadhaar OTP or EVC via Net-banking or EVC via bank account based 

validation system or EVC via ATM or through demat account. 

14. Technically, including the physical system of sending the form to CPC, 

Bengaluru and the above mentioned ways and means, there are 6 

methods to verify your Income Tax return. 

15. A printed copy of the ITR-V needs to be signed by you and sent to the 

Income Tax Department office nearest to you through normal or Speed 

Post within 120 days of filing the return. 

16. Apart from the official site operated by the Government of India, there 

are many private portals that allow filing of returns and charge a 

specific fee depending upon the service level they offer. 

 

E-Filing ITR Process OFFLINE 

Offline process is equally easy compared to the online process. I would 

rather say more convenient since we have the option to check and cross 

check the mistakes repeatedly before final filing. The e-filing process (let’s 

say for AY 2018-2019) involves the following process:  

1. Visit the website of the Income Tax Department of India (www. 

incometaxindiaefiling.gov.in) and go to the ‘Download’ menu, click on 

the same. 

2. You will be redirected to another page https://www. 

incometaxindiaefiling.gov.in/downloads/offlineUtilities?lang=eng where 

you can view the Income Tax Return Forms, Income Tax return 

Preparation Utilities along with a few other utilities and instructions 

manual along with. 



 

(Image Courtesy: Google) 
 

3. Choose the correct assessment year and download the ITR form 

applicable to you.   

4. For 2018-2019, the IT Department has two return preparation utilities 

and you can download any one of them. The Return Preparation 

Software is a spreadsheet that can be used through Microsoft Office, 

Open Office or other online spreadsheet applications. These utilities are 

Excel Utility and Java Utility.  

i. If you choose Excel Utility (the downloaded return preparation 

software), then: 

a. After downloading the utility, open the file and fill the form. 

b. Check out the tax payable by clicking the ‘Calculate Tax’ tab.  

c. Pay tax (if applicable) and fill in the details of the challan in the 

tax return 

d. Confirm all the data provided in the worksheet by clicking 

the 'validate' tab. 

e. After validating the information, click on Generate XML. 

f. After generating an XML file, save it on your local disk on the 

computer (laptop/desktop). 

g. Upload the saved file on the e-filing website of the IT Department. 



ii. If you download JAVA utility (the downloaded return preparation 

software), then: 

a. After downloading the utility, open it and click on ‘Pre-fill’. 

b. Enter User ID, Password, DOB/DOI and choose Pre-fill Address. 

c. Enter details, calculate the tax and save the XML file. 

d. The next steps would be same as mentioned above from (i) b – (i) 

g. 

5. This process is almost the same for all the ITR forms. 

6. Once you have generated the XML, go to the website of the Income Tax 

Department of India (www. incometaxindiaefiling.gov.in) 

7. Choose the option for e-filing. 

8. On selecting this option, you will be directed to a page where you can 

select the Assessment Year, ITR Form Name, Filing type and 

Submission mode applicable to you. 

9. There are routine options of AY and ITR form Name applicable to you 

10. In the Filing type, there are two options – Original/Revised Return and 

Filing against Notice/order. For filing ITR, select the first option of 

Original/Revised Return. 

11. In the Submission Mode, there are two options – Upload XML or 

Prepare and Submit Online. For Offline filing, choose the first option of 

Upload XML. 

12. Upload it on the e-filing website of the IT Department. 

13. You may have to attach the following documents as well: 

a. Bank Statement. 

b. Copy of Previous Year’s ITR. 

c. TDS Certificates. 

d. Deductions or Savings Certificates. 

e. Interest Statement displaying that you had received interest during 

the financial year. 

f. Balance Sheet, Profit and Loss Account Statement and other Audit 

Reports (if applicable). 

14. E-Verify using the ways and means detailed above in the online 

process. 



Section 234 – Section 234A, 234B & 234C 

It is essential to pay income tax on time. A delay or not paying tax can 

attract fine, according to the amount pending. The biggest drawbacks of 

filing belated returns results in the below consequences:  

1. Interest may be applicable under Section 234A, 234B and 234C. 

2. A fee under Section 234F would be leviable up to Rs. 5,000 if the return 

is filed on or before 31st December of the relevant AY and up to Rs. 

10,000 if filed subsequently till 31st March. 

3. Delayed returns cannot be revised. However, from FY 2016-17, a 

provision has been added to revise the belated return as well. 

4. You will not be allowed to carry forward some losses that belong to the 

years for which returns were not filed. However, an exception is available 

for losses from house property which can be carried forward even in a 

case where returns are filed belatedly. 

 

There are 3 different types of interests charged under Section 234: 

1. Delay in filing of Tax Returns – Section 234A 

2. Delay in Payment of Advance Tax – Section 234B 

3. Deferred Payment of Advance Tax – Section 234C 

Here is a quick run through (below) of how the interest penalty is 

calculated under Sections 234A, 234B and 234C: 

1. Section 234A – Interest for Default in Filing Tax Return: Income Tax 

Returns for a financial year need to be filed within the time limit 

prescribed for each year for you. A failure to file a return within this 

prescribed time or not file at all will attract this interest. When you don’t 

file your returns or miss the due date, you could be in one of these 3 

distinct positions: 

a. You have taxes outstanding to be paid to the IT department. 

b. You are eligible for a tax refund from the IT department. 



c. Your taxes have been paid on time with no refund expected or taxes 

payable. 

If you fall into bracket ‘b’ or ‘c’ above, you do not have to worry too much 

about late filing of your tax returns as interest may not be applicable in 

these two scenarios. However, your Assessing Officer may still choose to 

charge some interest as this has been left to his discretion. If you have 

unpaid taxes that are outstanding and you have not filed your returns by 

the due date, you are in for some serious cash trouble. You will be 

charged an interest amount of 1% per month or part of the month 

(simple interest) on the tax amount outstanding. This interest will be 

calculated from the due date applicable to you for filing of return of the 

relevant financial year till the date that you actually file your return, for 

e.g. Presume, that your total tax outstanding is Rs. 20,000 (balance 

of advance tax paid & TDS if any) and you file your return on the 15th 

December instead of 31st July of the assessment year, the due date to file 

income tax return. You are now 5 months late in your tax payments. (The 

15 day period in December is treated as a month). 

Interest = 20,000 x 1% x 5 = Rs. 1,000 

This Rs. 1,000 is over and above the tax amount that you will be paying 

in any case. 

Ratan has a total tax outstanding amounting to Rs. 1,00,000 (including 

net of the advance tax paid and TDS, if any). He files his tax return on 

15th December instead of 31st July of the assessment year. Since he 

missed the actual date to file a return, he is late by 5 months in paying 

tax. 

The penalty is calculated as: 

Interest = 1,00,000 x 1% x 5 = Rs. 5,000 

Ratan will be paying Rs. 5,000 extra, above the tax amount. In case, he 

fails to file his tax return, he will be required to pay 1% simple interest 

till 31st March, which is the end of the assessment year. For March, 



Ratan’s liability would be 8% (100,000 x 1% x 8 {months}) of Rs. 1,00,000 

which is Rs. 8,000.  

2. Interest under Section 234B – Interest under Section 234B is applicable 

when:  

a. Your tax liability after reducing TDS for the financial year is more 

than Rs. 10,000 and you did not pay any advance tax or 

b. You paid advance tax, but advance tax paid is less than 90% of the 

‘assessed tax’. 

In any one of the above cases, interest under Section 234B shall be 

applicable. Interest is calculated @ 1% on Assessed Tax less (minus) 

Advance Tax. Part of a month is rounded off to a full month. The amount 

on which interest is calculated is also rounded off in such a way that any 

fraction of a hundred is ignored.  

As we know, if an individual has to pay Rs. 10,000 or more as tax in a 

fiscal year, then advance tax is applicable. The advance tax dues are paid 

at a specific time period, as regulated by the Income Tax Department. 

Businessmen, self-employed professionals and salaried employees are 

liable to pay advance tax, where tax payable amounts to Rs. 10,000. 

Section 44ADA opted individuals can pay 100% Advance tax in One go 

(rather than 4 installments) on or before 15th March. The same rule 

applies for Section 44AD (for traders), where a taxpayer opts for 

computing business income in a presumptive manner, which has a 

turnover of 8% on presumptive basis, he can pay 100% Advance tax in 

One go (rather than 4 installments) on or before 15th March. Senior 

citizens above 60 years and with no income, enjoy tax exemption under 

this Section. The taxpayer should have paid the maximum amount (least 

90%) of the total tax payable by the end of the financial year. Failure to 

pay the tax, if the amount is more than 10% of the liability, then a 

penalty of simple interest 1% will be charged under Section 234B. 

Section 234B pertains only to Advance Tax liabilities if not paid your tax 



dues based on the dates (usually quarterly) provided by the Income Tax 

Department, see a few examples below:  

Example 1: Ratna’s total tax liability is Rs. 72,000. Ratna paid this 

amount on 10th June while filing her return. No tax was deducted at 

source in her case. Ratna’s total tax liability is more than Rs 10,000, and 

hence she was liable to pay advance tax. As a result, Ratna will be liable 

to pay interest under Section 234B. 

Interest calculation 

Rs. 72,000 x 1% x 3 (April, May, June) = Rs. 2,160 

Ratna is liable to pay Rs. 2,160 interest as per Section 234B. 

Example 2: Ramanuj had a total tax payable of Rs. 29,000, out of which 

Rs. 20,000 was paid by him on 16th March as Advance tax. The 

remaining balance of Rs. 9,000 was paid by Ramanuj at the time; he was 

filing his return on 30th June. Even though Ramanuj has paid advance 

tax, we need to check whether he paid at least 90% of the assessed tax as 

advance tax or not. Assessed tax is Rs. 29,000. 90% of assessed tax is Rs 

26,100. However, Ramanuj deposited only Rs. 20,000, which is less than 

90% of assessed tax. Therefore, Ramanuj is liable to pay interest under 

Section 234B. 

Interest calculation 

Rs. 29,000 (Assessed Tax) – Rs. 20,000 (Advance Tax) = Rs. 9,000 

9,000 x 1% x 3 (April, May and June) = Rs. 270. 

Rs. 270 is the interest payable under Section 234B by Ramanuj 

Example 3: Let’s assume that the total tax, Ravi needs to pay for the 

financial year is Rs. 2,50,000. A TDS of Rs. 1,48,859 was already 

deducted from his income. Ravi paid Rs. 25,000 on 10th March and 

balance of Rs. 76,141, he paid at the time of filing his return on 10th 

July. 

Let’s check whether Ravi needs to pay interest under Section 234B 



First let’s calculate assessed tax. Assessed tax = Rs. 2,50,000 (total tax) –

 Rs. 1,48,859 (TDS) = Rs. 1,01,141 

Ravi should have paid at least 90% of the assessed tax or 90% of Rs. 

1,01,141 which is Rs. 91,027 before 31st March. However, he paid only 

Rs. 25,000. Therefore, Ravi is liable to pay interest under Section 234B 

Interest calculation 

Rs. 1,01,100 (assessed tax, fraction of 100 ignored) – Rs. 25000 (Advance 

Tax) = Rs. 76,100 

Rs. 76,100 x 1% x 4 months (April, May, June, July) = Rs. 3,044. 

Rs. 3,044 is the interest payable under Section 234B by Ravi. 

Example 4: 

Rakshat has to pay total tax of Rs. 3,00,000 for the current fiscal year. 

TDS (Tax Deducted at Source) amounting to Rs. 2,42,250 was deducted 

from the income. On 10th March, Rakshat paid Rs. 19,240 while the 

balance amount of Rs. 47,500 was paid on 20th July. The penalty is 

calculated as under: 

Before calculating interest penalty, it is necessary to check if the 

taxpayer is liable to pay interest under Section 234B. 

Assessed tax = Total Tax - TDS 

= Rs. 3,00,000 – Rs. 2,42,250 = Rs. 57,750 

90% of Rs. 57,750 i.e. Rs. 51,975 should have been paid as tax, as on 

31st March. Rakshat, however, paid only Rs. 19,240. Hence, Rakshat will 

have to pay interest penalty on the assessed tax. 

Rs. 57,750 (assessed tax, fraction of 100 ignored) – Rs. 19,240 (Advance 

Tax) = Rs. 38,510 

Rs. 38,500 (rounded figure considered) x 1% x 4 months (calculated till 

July) = Rs. 1,540. 

Hence, Rakshat will be liable to pay Rs. 1,540, as penalty on the interest 

of the assessed tax, under Section 234B. 



3. Interest Imposed by the I-T Department – Section 234C:   The interest for 

late payment is set at 1% on the amount of tax due. It is calculated from 

the individual cut off dates shown above, till the date of actual payment 

of outstanding taxes. Calculation of Interest under Section 234C – In 

case of a Taxpayer other than the one opting for presumptive income u/s 

44AD 

 
Advance Tax Dates (Image Courtesy: Cleartax.com) 

 

Due dates for paying Advance Tax:  

Income tax should be paid on time every financial year to avoid interest 

and penalty on late payment. Advance tax can be paid on the dates 

mentioned below: 

1. 15% of advance tax to be paid on or before 15th June. 

2. 45% advance tax to be paid on or before 15th September. 

3. 75% of advance tax to be paid on or before 15th December. 

4. 100% advance tax to be paid on or before 15th March. 

Interest: The interest for late payment is set at 1% on the amount of tax 

due. It is calculated from the individual cut off dates shown above, till the 

date of actual payment of outstanding taxes.  

 



 

234C Table (Image Courtesy: Cleartax.com) 

Interest Calculations under Section 234C in case of a Taxpayer other 

than the one opting for presumptive income U/s 44AD or 44ADA 

*Amount on which percentage of advance tax needs to be calculated = 

Tax on total income (-) TDS (-) relief u/s 90 or 91 (-) tax credit u/s 115JD 

 

     Section 234C Conditions: 

1. Note that no interest is payable if there is any shortfall in payment of 

advance tax due, if it is on account of underestimation or failure to 

estimate amount of capital gains or speculative income (lottery 

income, gambling income etc).   

2. If it is on account of underestimation or failure to estimate amount of 

capital gains or speculative income (lottery income, gambling income 



etc) and the taxpayer has paid in full, the tax payable on the income 

mentioned above, while paying remaining installments of advance tax 

due, or if no installment is due, tax payer pays them before the end of 

the financial year 

 

 

Total interest Payable is Rs. 2600 

234C Calculation Table (Image Courtesy: Cleartax.com) 

 
3. Consider that your total tax liability for this financial year is Rs. 

100,000 and it needs to be paid in installments as explained above. 

Assume there is no TDS here. If you made partial payments instead, 

you will be liable to pay interest as per the last column in the table 

above 

4. Calculating Interest Penalty: The interest penalty is 1% of the tax 

amount due from the above mentioned dates till the actual payment 

date. The amount to be paid is calculated after tax deductions under 

Sections 90, 91, and 115JD. Here’s is how interest penalty is 

calculated, under Section 234C. 

 



Conditions for a Non-Corporate Taxpayer: 

1. 1% interest rate per month for a period of 3 months is computed for 

advance tax less than 30% of the amount on or before 15th September. 

2. In case advance tax is paid on or before 15th December is less than 

60% of the taxable amount, interest of 1% for a period of 3 months is 

levied. 

3. For amount less than 100% of the advance tax paid on or before 15th 

March, a simple interest of 1% per month is computed. 

 

Conditions for a Corporate Taxpayer: 

1. If 15% of the amount is already deposited on or before 15th June, and 

advance tax is less than 15%, then an interest of 1% per month for 

three months is levied. 

2. In case 45% of the tax is deposited on or before 15th September and 

advance tax is less than 45%, a penalty for 3 months is charged at 1% 

of the interest per month. 

3. When 75% tax is paid before 15th December and payable amount is 

less than 75%, 1% simple interest per month is computed for a period 

of 3 months. 

4. When advance tax to be paid is less than 100% of the amount already 

paid as tax on 15th March, then a simple interest of 1% is charged. 

5. There is no interest penalty charged, under the following 

circumstances: 

a. The taxpayer has paid the tax in full and advance tax on the 

income, in installments before the end of the fiscal year. 

b. In case of failure to estimate amount of speculative income such as 

lottery or capital gains. 

 

The above were a few details regarding interest penalty calculation under 

Sections 234A, 234B, and 234C of the Income Tax Act. Pay all advance tax 

and dues on time to avoid fines and penalties. 

 



Some Other Tax Penalties 

1. Penalty under section 271 (1) (c) for either concealment of income 

or for furnishing inaccurate particulars of income:  

If the Assessing Officer or the Commissioner (Appeals) or the 

Commissioner in the course of any proceedings under this Act, is 

satisfied that any person- 

(b) has failed to comply with a notice under sub-section (1) of section 142 

or sub-section (2) of section 143 or fails to comply with a direction 

issued under sub-section (2A) of section 142, or (c) has concealed the 

particulars of his income or furnished inaccurate particulars of such 

income, he may direct that such person shall pay by way of penalty,- 

(ii) in the cases referred to in clause (b), in addition to any tax payable by 

him, a sum of ten thousand rupees for each such failure; (iii) in the 

cases referred to in clause (c), in addition to any tax payable by him, a 

sum which shall not be less than, but which shall not exceed three 

times, the amount of tax sought to be evaded by reason of the 

concealment of particulars of his income or the furnishing of 

inaccurate particulars of such income. 

In other words, U/s 271(1)(c), the penalty may range from 100 % to 300% 

of the amount of tax sought to be evaded. 

 

2. Penalty U/s 270A for under reporting or misreporting of income: 

The Assessing Officer or the Commissioner (Appeals) or the Principal 

Commissioner or Commissioner may direct any person to pay a 

penalty in addition to tax, if he has under-reported or misreported his 

income while filing his return. 

In case of under reported income, the penalty shall be 50% of the amount 

of tax payable on under reported income. Further, in case of 

misreporting income, the penalty shall be 200% of the amount of tax 

payable on misreported income. 



Section 139 

Section 139 of the Income Tax Act, 1961 deals with the different kinds of 

returns that can be filed, in case, the person or the entity in question has 

not filed tax returns before the expiry of the prescribed deadline. While 

Section 139 generally deals with late filing of income tax returns, it also 

consists of sub Sections which deal with different types of income tax 

returns that are required to be filed in case returns have not been filed by 

the prescribed deadline. These sub-sections are as follows: 

1. Section 139(1) – Mandatory Return and Voluntary Return: Section 

139(1) of the Income Tax Act deals with two types of belated income tax 

returns, namely Mandatory Returns and Voluntary Returns.  

Mandatory Returns: The following individuals or entities are required 

to file a Mandatory Return: 

a. Any company regardless of whether it may be public, private, foreign 

or domestic 

b. Any firm, which also includes Limited Liability Partnerships (LLP) as 

well as Unlimited Liability Partnerships 

c. Any person provided that the sum of his or her taxable income for 

the financial year of relevance is more than the exemption limit 

allowed 

 
Voluntary Returns: If a person or entity has filed income tax returns 

should an event arise wherein the individual or the entity is not under 

any compulsion to file a Mandatory Return, then the income tax returns 

filed by the person or the entity in question will be deemed to be a 

Voluntary Return. Voluntary Returns are also considered to be valid 

returns. 
 

2. Section 139(3) – Return of Loss: Section 139(3) of the Income Tax Act 

states the following: 

a. Any assessee or entity who has acquired or earned any income that 

falls under the heading ‘Profits and Gains of Business or Profession’ 



or under the heading ‘Capital Gains’, then the assessee or the entity 

in question will mandatorily be required to file income tax returns of 

such income at any time prior to the expiration of the due date as 

mentioned under Section 139(1). 

b. Should the assessee or the entity in question not file income tax 

returns before the expiration of the due date mentioned under 

Section 139(1), then the assessee or entity will lose the right to carry 

forward any losses incurred to subsequent years. 

c. However, the late filing of income tax returns will still not affect the 

assessee’s or the entity’s right to set-off these losses. Any losses 

incurred under the following headings will not be affected by late 

filing of income tax returns: 

 Losses incurred through house or residential property 

 Losses or expenses that have been unabsorbed as mentioned in 

Section 32(2) 

3. Section 139(4) - Belated or Late Return of Income: Section 139(4) of the 

Income Tax Act states the following: 

a. If an assessee or an entity is unable to file income tax returns prior 

to the expiration of the due date as mentioned under Section 139(1), 

then 

a. The assessee or the entity can still file late or belated income tax 

returns within a period of one year from the end of the assessment 

year of relevance or prior to the completion or conclusion of the 

assessment as per Section 144, depending on which takes place 

sooner. 

b. Assessee’s or entities with belated or late filing of income tax returns 

may incur a penalty of Rs 5,000 as prescribed under Section 271F of 

the Income Tax Act 1961. However, no penalty shall be levied on 

those income returns that were not required to be mandatorily filed 

as per the provisions outlined under Section 139(1) even in the event 

the returns were filed following the expiration of the year of 

assessment. 



4. Section 139(5) – Revised Return: Section 139(5) of the Income Tax Act 

states the following:  

a. An assessee or entity has the right to file a revised income tax return 

within a period of one year following the expiration of the assessment 

year of relevance or prior to the completion or conclusion of 

assessment, depending on which takes place sooner, if the original 

or initial income tax return that was filed by the assessee or entity 

as per Section 139(1) or Section 142(1)(i) contains a particular or 

specific ‘omission’ or ‘wrong or invalid statement’ within it. 

 
b. A belated or late income tax return cannot be revised. However, any 

loss return that was filed within the prescribed due date as 

mentioned in Section 139(1) can be eligible for revision. 
  

 

5. Section 139(4A) – Return of Income of a Charity or Religious Institution: 

Section 139(4A) of the Income Tax Act states the following: Any public 

charity or religious institutions that are looking to claim tax exemptions 

as per Section 11 and Section 12 of the Income Tax Act are mandatorily 

required to file their income tax returns provided that the sum of the 

income accumulated prior to the provisions outlined in Section 11 and 

Section 12 is beyond the basic limit allowed for exemption. 

6. Section 139(4B) – Return of Income of a Political Party: Section 139(4B) 

of the Income Tax Act states the following: Any political party or party 

with political affiliations will be required to mandatorily file its income 

tax returns provided that the sum of the income accumulated by the 

party is beyond the basic limit allowed for exemption without taking 

into consideration any benefits outlined in Section 13A of the Income 

Tax Act 1961 

7. Section 139(4C) and Section 139(4D): Section 139(4C) and Section 

139(4D) of the Income Tax Act deal with specific or certain institutions 

who claim benefits as per Section 10 of the Income Tax Act 1961. These 



Sections state the following: 

a. An institution is mandatorily required to file its income tax returns 

provided that the sum of the income accumulated by the institution 

in question is beyond the basic limit allowed for exemption, without 

taking into consideration any other exemption benefits. 

b. This applies to those institutions who are looking to claim tax 

exemptions under the following clauses of Section 10 viz. Clause 

(21), (22B), (23A), (23C), (23D), (23DA), (23FB), (24), (46) and (47). 

c. Section 139(4D) also applies to those institutions that are mentioned 

in the following Sections of the Income Tax Act viz. Section 35(1)(ii) 

and Section 35(1)(iii) 

8. Section 139(9) - Defective Returns: Section 139(9) of the Income Tax Act 

deals with defective returns of income. Defective returns are those 

income tax returns that are deemed to contain specific defects as 

outlined in the provisions of Section 139(9). An income tax return that 

has been filed shall be deemed to be defective if the conditions 

mentioned below are not satisfied: 

a. The columns, annexures and statements contained in the tax return 

are completely and correctly filled in 

b. The tax along with the interest if applicable was: 

(1) Paid on the due date prescribed for submitting the income tax 

return 

(2) Prior to the due date prescribed for submitting the income tax 

return 

(3) Paid in accordance with the provisions of Section 140A 

 
Section 139(9) of the Income Tax Act also states the following 

a. In the event the Assessing Officer deems that the income tax return 

that has been submitted by the assessee is found to contain defects, 

he or she may notify the assessee in question about the defects 

contained within the return, and offer him or her, the chance to 

correct the defects. 



b. Should the assessee in question correct the defects found in the 

income tax return within the time frame or period of extension that 

has been allowed to him or her, then the return will be deemed to be 

valid. 

c. If the assessee in question is found to have not corrected or rectified 

the defects found in the income tax return within the time frame or 

period of extension that has been allowed to him or her, then the 

return will be deemed to be invalid. 

 

Some Do’s and Don’ts pertaining to Income Tax Return filing: 
 

1. An ITR is a very useful proof of income when you have to apply for a 

bank loan, make accident claims in third party insurance, for 

immigration and visa, for appointment in judicial and Class 1 jobs, for 

winning government tenders, for registration in professional panels, for 

seeking funding for a startup etc. So never ever shirk from filing an ITR. 

 

2. If you are regularly filing your income tax return for many years, the 

next year (following the ‘many’ years), your income has a drop and it 

gets below the minimum income tax slab, technically, you don’t need to 

file your income tax return but, ideally speaking, since you have been 

filing since ‘many’ years, it would be better suited to you to file an 

income tax return this year declaring a low income. There are chances 

that the Income Tax Department may construe your non-filing as a 

delay or non-compliance because of your past record of filing ITR and 

might send you a notice. Still, if you want to take the risk, better be 

prepared to reply to the income tax notice, if at all comes your way. 

 

3. Even if you have paid advance taxes and have no dues or refunds 

remaining, you still have to file your ITR especially if you have paid the 

taxes as this is not an optional activity. An ITR gives the government a 

complete record of how your income is distributed viz. your total assets, 

total income, tax liability, tax paid and refunds. This is a check for 



them to monitor people for tax fraud of any kind. Non-filing of an ITR 

will make you liable to pay penalty or face scrutiny and prosecution. 

 

4. Income Tax refunds are allocated only after the ITR is processed (after 

e-verification on your part by any of methods specified above). Earlier, 

the refund used to take up to 1 year after filing the IT return, but now 

this takes a few days or very few weeks. There is another possibility that 

liability of IT refund may not lie only because of various reasons like a 

calculation error on your part, but in case, you are denied a refund and 

you deem your calculations to be right, you can write to the IT 

Department again. Sometimes, a refund is processed late because of 

wrong bank account number on the ITR or the cheque not reaching you 

(if e-mode is not followed because of faulty account number) because of 

wrong address or you not being at home when the postman reached. If 

you filed your ITR online, you can check the status of your refund 

through your Income Tax e-filing account or spam folder of your 

registered email inbox. 

 

5. There are multiple ways of filing an Income Tax Return – either yourself 

or with the help of a chartered accountant. The best way in my purview 

would be to file your ITR online yourself on the website of the Income 

Tax Department by filling the relevant columns on the ITR form and 

submitting it. You can also choose to file your ITR using any third-party 

e-filing website as well. If you find it difficult to file your ITR yourself 

and need expert advice, then it is best to take the help of a chartered 

accountant. 

 

6. As discussed above, you can file a belated return under Section 139 (4) 

before the end of Assessment Year or before the Assessment is 

completed (whichever is earlier). 

 

7. You can check the status of Income Tax Refund on the website of the 

Income Tax Department of India. You can check the status after 10 

https://www.bankbazaar.com/tax/step-by-step-guide-efile-income-tax-return-online.html


days, starting from the date the refund is sent by entering your 

Permanent Account Number and selecting the Assessment Year. 

 

8. Salaried Individuals need to fill ITR – 1 (SAHAJ) form while filing their 

Income Tax Return. 

 

9. If you don’t file your Income Tax Return in an Assessment Year, then 

you may receive a notice from the Income Tax (IT) Department as it 

keeps a track on financial transactions and activities of individuals who 

are identified as non-filers. If there is a discrepancy with the amount of 

tax that you have declared in your ITR, then you may receive a notice 

from the IT Department. You may also receive a notice or if the 

department wants to review any documents related to the ITR that you 

have filed. 

 

10. Any advance tax liability that has not been paid will result in the 

income tax return to be considered defective and the ITR filed will be 

rejected. 

 

11. A firm or a company that did not conduct any business or operations 

during the course of the relevant financial year has the option to decide 

whether it should file its income tax returns or not. 

 

Changes in Tax Rules w.e.f. FY 2017-18 or AY 2018-19 
 

Before you embark on the process to file the return for the assessment year 

2018-19 (financial year 2017-18), you need to be aware of some 

fundamental rules and key changes in the income tax return (ITR) forms 

this year. Some provisions may have also changed, so you need to avail of 

deductions and compute your tax accurately. Knowledge of slab rates, for 

instance, can help you compute your tax liability correctly.  

1. The slab rate applicable to an individual drawing taxable income 

between Rs. 2.5 lacs and Rs. 5 lacs has been reduced from 10% to 5%. 



2. Rebate under Section 87 A: Rebate under section 87A provides for a 

marginally lower payment of tax to individuals earning income below 

the specified limit. It is being provided to reduce the tax burden of lower 

income bracket. For FY 2017-18 and 2018-19, an individual can claim 

a maximum rebate of Rs. 2,500 each year. Earlier, the individual with 

taxable income up to Rs. 5 lacs was entitled to a tax relief. Now, this 

limit has been reduced to Rs. 3.5 lacs. Also the tax rebate has been 

reduced from Rs. 5,000 to Rs. 2,500 (See Tables below).  

FY 2016-17 (Image Courtesy: Cleartax.com) 

FY 2017-18 (Image Courtesy: Cleartax.com) 



 

FY 2018-19 (Image Courtesy: Cleartax.com) 

 

3. Those earning an income in the region of Rs. 50 lacs to Rs. 1 crore will 

have to shell out a surcharge of 10%. Surcharge at the rate of 15% 

continues in respect of individuals with income more than Rs. 1 crore. 

4. The taxpayers who own more than one property and claim tax benefits 

on the home loan interest paid will feel the pinch. Till the financial year 

2016-17, you could avail of tax break on the entire interest paid – 

considered ‘loss’ – on home loan for let-out (or deemed let-out) 

properties. The entire loss was allowed to be set off against other 

income without any limit. But from this year, the tax rules have been 

changed. The government has restricted the benefit of set-off loss from 

house property to maximum Rs. 2 lacs per financial year and the 

balance loss can be carried forward to next eight years. While this has 

hurt taxpayers who had invested in property, another change in rule 

has made them smile.  

5. This pertains to capital gains/losses on investments and immovable 

properties. Holding period for capital gains to be considered on 

immovable property has been reduced from three years to two years; 

also, year 2001 will now be the base year for calculating the capital 

gains instead of the existing 1981. The new cost inflation index, too, 

has been released.  



Tax related dates to remember for FY 2017-18, ITR forms & some Do’s 

and Don’ts: 
 

1. 31st July, 2018: Deadline for salaried taxpayers to file tax returns for 

the assessment year 2018-19 (financial year 2017-18); missing this 

deadline will invite a late-filing penalty of Rs. 1,000-5,000. 

2. 31st December, 2018: Deadlin till which taxpayers can file their return 

after shelling out a penalty of Rs. 5,000 (Rs. 1,000 for those with 

income under Rs. 5 lacs), which will go up to Rs. 10,000 if they fail to 

meet this deadline too. 

3. 31st March 2019 (from AY 2017-18 onwards): Final deadline for filing 

returns for assessment year 2018-19 (FY 2017-18). After this date, 

taxpayers will be allowed to file returns only if the tax authorities allow 

them to do so under exceptional circumstances. 

4. You can file belated return only till the end of the assessment year. 

Until AY 2016-17, you could have done so till the completion of one 

year from the end of the assessment year. However, unlike earlier, your 

belated return can be revised till the end of the assessment year.  

5. The first step in filing IT returns is to identify the form that you need to 

use to file the returns.  

6. If you are using a private tax filing portal to file your return, it will 

automatically choose the correct form based on your income and 

assets. However, if you are using the tax department’s portal, you will 

have to choose the form yourself.  

7. The IT department has released seven forms this year – for salaried 

professionals or pensioners, the most relevant forms are ITR-1 (Sahaj) 

and ITR-2. If you are a self-employed professional or run a small 

business, you should use ITR-4 (Sugam).  

8. Ensure that you mention your name in the manner it appears on your 

PAN card. The IT return will not be processed in case there is a PAN 

name mismatch. 

9. Do not forget to update your e-mail ID and mobile number so as to 

receive timely communication from the I-T department, particularly 

messages related to return and refund processing.  



10. Quoting Aadhaar is a must for resident taxpayers now.   

 

Changes in the ITRS forms for individual taxpayers from FY 2017-18 

 

a. ITR-1 

1. More details of salary and house property income – Old ITR form 

required taxpayers to report only the taxable amount but the new ITR 

forms require you to give detailed calculation of income from salary 

and house property. 

2. Penalty for late filing of ITR – A new field has been added where late 

filers need to provide the details of late filing fees paid. 

 

b. ITR-2 

1. Capital gains as a result of transfer of unquoted shares – A new field 

has been added for taxpayers to provide information on unquoted 

shares in accordance with the amendment in Section 50CA of the 

Finance Act, 2017. 

2.  Reporting gifts – A field has been added to report the amount taxable 

as gift. 

3. Credit of refund to foreign bank account – A field has been added 

where NRI taxpayers can provide the details of foreign bank accounts 

in which they want the credit of the tax refund claimed by them. 

4. Claiming credit of TDS deducted in the name of another person – A 

new field has been added to facilitate the claim for TDS credit where 

the TDS was deducted in the name of another person or from a 

common pool or other similar situations. 

5. Change of applicability for a partner in a firm – Partners cannot use 

ITR-2 for assessment year 2018-19; an individual or an HUF, who is a 

partner in a firm, shall be required to file his ITR only in form ITR-3. 

6. Removal of gender field – Taxpayers now do not need to mention their 

gender in the form. 

 



DISCUSSION 

The tax helpline of www.cleartax.com (a Tax saving and e-Fling Portal) 

continuously rang for 10-15 days, 24 × 7, since the morning of 9th 

November, 2016 when Indians woke up to a bad dream of demonetization of 

Rs. 500 and Rs. 1,000 notes (The ‘disaster’ for many which happened on 8th 

November, 2016 at 8pm). People called up the helpline to know how they 

could declare the cash they held (read: unaccounted cash aka the black or 

undeclared income) without incurring a tax liability. An honest taxpayer had 

nothing to fear even then. People (who could explain the source of the cash) 

didn’t need to panic if they had Rs. 500 and Rs. 1,000 notes lying with them 

(sadly, there were very few such individuals). They could go and deposit it in 

their bank account, but the Govt. repeatedly warned that the cash they 

deposited in the bank should match the income declared in their IT return. 

There lied the catch. Banks were told to give details of more than Rs 2.5 lacs 

deposited with a PAN number (in multiple accounts). Any mismatch with 

income declared by the account holder was to be treated as a case of tax 

evasion. Misreporting of income was to invite a penalty of 200% of the tax 

payable under the new Section 270(A) of the Income Tax Act. The deposits 

between Rs. 3 – Rs. 5 lacs were supposed to be at a less risk position 

because the tax and penalty would still have been within reasonable limits, 

but those who deposited a larger sum had to eventually pay a huge sum as 

penalty. The effective tax for someone depositing Rs. 20 lacs was 63.5% (Rs. 

12.7 lacs) and it kept rising as the amount increased. The Govt. of India had 

launched IDS (Income Declaration Scheme) from 1st June 2016 – 30th 

September 2016 giving an opportunity to all to declare undisclosed income 

by paying only 45% tax with no questions asked. Those who didn’t comply 

with IDS faced the music in the form of Demonetization on 8th November 

2016. They were then stuck as to declare or forget the undisclosed money 

(throw away) otherwise, they will have to answer a lot of questions from IT 

department and pay a higher tax with no immunity whatsoever from 

prosecution as well. There was so much awareness created by Prime 

Minister Narendra Modi and IT department for the IDS 2016 on all kinds of 

media viz. Radio, TV, Cinema Halls, Facebook etc. where they had 



repeatedly exhorted people to come clean under the Income Declaration 

Scheme, but only a handful cared for the same. Going by the past history 

also, between 1951 and 1997, 10 amnesty schemes had been announced to 

declare unaccounted money, most of which were misused. Dishonest people 

who did not pay taxes declared undisclosed incomes and assets and got 

away with paying lesser than normal taxes with all the immunities. Only two 

of these schemes were seen as successful – the income declared under 

amnesty circular 1985/86; Rs. 10,778 crore and VDIS (Voluntary Disclosure 

of Income Scheme) 1997; Rs. 33,000 crore. Very well acquainted with the 

past history of such exercises, the Prime Minister Narendra Modi had even 

voiced angrily in September 2016 dishing out his further intentions very 

clearly “You may have made mistakes with whatever intentions. Whether it 

has been done willingly or unwillingly, here is your chance. Come into the 

mainstream, no one should blame me if I take tough decisions after the 30th” 

(30th September, 2016). The Prime Minister’s tough line, however, did not 

evoke even the much desired late response. Alas, not many understood the 

upcoming Tsunami as only about Rs. 65,250 crore was reportedly declared 

by 64275 declarants under this scheme implying a tax collection (at the 

penal rate of 45% of the undisclosed income) of Rs. 29,362 crore which 

seemingly huge was still a blip on India’s estimated FY 2016-17 income tax 

revenue of Rs. 3.5 lac crore. Then, catastrophe struck on the night of 

Tuesday, 8th November, 2016. Suddenly, Chartered accountants and tax 

consultants became highly demanded as people with cash sought ways 

(read: turning illegal to legal) to get away with the ban on high denomination 

notes. Tax professionals were seen to be charging anywhere between 5% and 

25% to suggest strategies that could convert unaccounted cash into 

legitimate money, to be then safely deposited in the bank account. Some of 

the commonly used hacks at that time were:  

 

1. Savings of homemaker: Cash was shown as money saved by the 

housewife out of the monthly household budget. A homemaker could also 

show a reasonable amount as her personal pocket money. There was no 

fixed amount mentioned in the tax laws about how much money could be 



saved like this (there is not even still there), but it had to be a reasonable 

amount and should be commensurate with the total household income 

and monthly expenses. If the taxpayer earned Rs. 80,000 a month and 

the household expenses were Rs. 40,000, his wife should be able to put 

away Rs. 8,000-10,000 every month. The IT department dared that it 

would launch a scrutiny if the amount saved exceeded 20-25% of 

household budget. 

 
2. Income from tuitions, cookery classes: There was a sudden surge in 

the number of people especially homemakers and college students who 

‘showed’ income from home tuitions or cookery classes and was a 

common trick that people used to show income for their wives and adult 

children. An income of up to Rs 2.5 lacs a year could be shown as earned 

from giving tuitions (exempt income). CA’s and Tax professionals 

encouraged people to file tax returns of the past two financial years – FY 

2014-15 and FY 2015-16 (they could file at that time with up to 2 years 

delay) to make their case even more airtight as tax laws allowed delayed 

returns to be filed with just a small 1% penal interest charged for every 

month of delay in case there was some tax due. People/Individuals who 

had not been filing tax returns used this time to file for the previous 

years’ returns and get on track. The retrospective honesty allowed such 

taxpayers to report a higher income the next year considering the normal 

suggestion by the CA’s to increase nominally every year. The IT 

department again announced that if the income reported was too high, 

the tax department could scrutinize the returns and ask the assessee to 

furnish the further details to verify (names of students). In extreme cases, 

they will also investigate the daily routine of the assessee who claimed to 

be giving tuitions to 20-30 students. 

 
3. Gifts from relatives: Another common trick used was to show the cash 

as gift received from relatives. Gifts from certain specified lineal relatives 

were not taxable if the recipient was an adult. However, the amount 

shown as gift should have been reasonable and commensurate with the 

overall economic status of the household. A family with a monthly 



income of Rs. 1 lac may get cash gifts of about Rs. 40,000 – Rs. 50,000 in 

a year. The IT department proclaimed that it if the amount shown as gifts 

exceeded reasonable limits, it may ask for names of giver and scrutinize 

their sources of income. 

 
4. Wedding and Mundan ceremonies: Those who tied the knot that year or 

whose children had their mundan ceremony were also in luck. On these 

two occasions, gifts received even from non-relatives were tax-free. The 

cash was shown to be gifts received on these occasions. Again, a warning 

from IT department ensued that the sum shown as gift should be 

reasonable and commensurate with the overall economic status of the 

family. That was a double edged sword which could cut both ways 

because if the wedding was a lavish affair where a lot of cash was 

received, the tax department could also ask for the source of the money 

spent on the wedding and if the amount exceeded the reasonable limits, 

tax department could ask for names of givers and scrutinize their sources 

of income. 

 
5. Pay advances and loans to workers: Small businessmen, entrepreneurs 

and even salaried people utilized cash to pay advance wages (even up to 

next one year) to employees and vendors. There was no limit to how 

much cash could be given out like this but it had to be reasonable, lest it 

should create an inconvenience to the recipient. In many organizations, it 

happened that the workers receiving 2-3 months advance payment were 

tempted to switch jobs. At various places, however, business men tried to 

give loans as well with proper paperwork. 
 

 
SUMMARY 

Every government wants to track down black money and undisclosed 

income and assets for several reasons of boosting revenue, sending a clear 

message to lawbreakers and cleaning the system, amongst many others. 

However, doing so is as difficult as it is complicated as black money will 

always be a grey area in India but there are ways to clean up the system. By its 



very definition, black money is not accounted for, thus all attempts at its 

estimation depend upon the underlying assumptions made and the 

sophistication of adjustments incorporated. Among the estimates made so 

far, there is no uniformity, unanimity, or consensus about the best 

methodology or approach to be used for this purpose The sheer size of 

India’s population, combined with the many ways to avoid tax, the size of 

the unorganized economy and the use of cash for payment make it difficult 

to create a permanent system to tackle corruption and black money. It is a 

necessary evil as most experts believe that black money keeps the economy 

going.  It is because of this pervasive use of black money which helped 

protect India against a banking crisis that gripped most other large 

economies of world from 2007-2008 which tied them down for so many 

coming years. Given its intrinsic and large role in India’s economy, any effort 

to control black money and bring it under taxation is bound to be a tough 

job. There are certain sectors, such as gold and real estate which are safe 

havens for black money. Reforms in these sectors are an effective way to 

curb black money. In recent years, the use of technology and identification 

numbers linked to transactions such as the PAN (Permanent Account 

Number) given to every taxable employee along with the mandatory use of 

the biometric-based unique identification number, Aadhaar, are creating a 

system for the government to track exchange of money. Regulation plays 

another role, for e.g. the creation of SEBI (Securities Exchange Board of 

India) monitors and regulates the stock market. These reforms will take 

some time to show in results, but are an important start. 

 

CONCLUSION 

The bottom-line question still asked is:  

“Why should I pay tax?” 

People argue that they themselves pay for the food, house, travel, medical 

treatment, for owning a vehicle; not only the cost of the vehicle but also 

vehicle tax and what not. Even on so many roads, one has to pay toll tax as 

well. Compared to western countries like USA and UK, people paying taxes 

get social security as also medical facilities virtually without any cost, but 



nothing in bargain for paying taxes in India.  

Does the Government really do anything for Indian citizens? 

It is true that India does not offer social security and free medical facilities 

as being provided in some developed countries. Let’s ponder over the issue 

with a larger canvass in mind and we need to first understand that we are a 

developing country and appreciate that the Government has to discharge a 

plethora of responsibilities, which include Health care through Government 

hospitals (usually they offer service without any cost), Education (in 

Municipal and Government Schools, the fee is negligible). The Government 

also provides cooking gas at concessional rate by giving subsidy. The major 

expenditure of Government still is on Defence, Infrastructure development 

etc. Taxes are used by the government for carrying out various welfare 

schemes including employment programmes. There are lacs of employees in 

various departments and the administrative cost also has to be borne by the 

Government. Though the judicial process involves delay, yet the Salaries, 

perks of Judges, Magistrates and judicial staff also has to be paid by the 

Government. Considering the above vital duties of the Government, which 

we really do need to appreciate and pay tax as per law. We all have to act 

like a responsible citizen.  

                A tax payer, in general, feels that taxes are a burden and it is 

human tendency to avoid payment of tax or at least minimizing the tax 

liability. In earlier years the tax rates were also exorbitant. Prior to Eighties, 

the rate of Income-tax was as much as 97.75% inclusive of surcharge. But 

now the scenario is fast changing. The tax rates have been much lowered, 

but still our country lacks desired tax culture like developed nations. It has 

been said by Justice Homes of the US Supreme Court that "Taxes are the 

price for civilization". It is time that tax is no longer considered as burden 

but a price for civilization for present generation and for many to come in 

future. 
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DISCLAIMER: 

Although every effort has been taken to make sure that there are no 

mistakes, there might be still, some mistakes inadvertently crept in the 

article. Please notify the same @ author’s email: drbhavdeep@gmail.com 

and they will be corrected ASAP. 

 

 

(We shall continue on few other financial aspects with insight on the 

“25 Most Common Mistakes in filing your Income Tax returns” in Part 

5 of this series of article – Finance for the dentists) 
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