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Amendment proposed for insertion of Rule 39A and Form No. 28AA in the Income-tax Rules, 1962

Background


Under the Income-tax Act, 1961 (‘Act’), a taxpayer is required to discharge tax
liability, in advance, by way of advance tax. Milestones have been prescribed for
discharge of such advance tax. In case of default or shortfall in payment of
advance tax, the same may attract interest.



Accordingly, it is important for taxpayers to arrive at a reasonably accurate
estimate of their income and discharge the advance tax liability thereon, for the
year under consideration.



Further, the tax authorities also encourage and educate taxpayers to pay their tax
liability in advance.



In view of the same, the Central Board of Direct Taxes (‘CBDT’) has issued a draft
notification, which proposes to insert Rule 39A and Form No. 28AA in the Incometax Rules, 1962 (‘Rules’). The said Rule 39A, proposes to create a mechanism for
self-reporting of estimates of current income, tax payments and advance tax
liability by certain taxpayers, on voluntary compliance basis.



These draft Rules are open for public comments and suggestions have been sought
till September 2017.

Key Highlights
Proposed introduction of Rule 39A
 Rule 39A is proposed to be applicable to companies and taxpayers who are subject
to tax audit under Section 44AB of the Act.
 Qualifying taxpayers, shall be required to furnish an intimation of estimated
income and payment of taxes as on 30 September of the respective financial year.
The intimation is required to be furnished on or before 15 November of the
respective financial year. For example, the estimated income as on
30 September 2017, for Financial Year 2017-18, should be filed on or before
15 November 2017.
 Further, it is proposed that, in case the income estimated as on 30 September
(say September 2017) is less than the income of the corresponding period of the
immediately preceding financial year (say, September 2016), by an amount of
INR 5 lakhs or 10 percent (whichever is higher), then the taxpayer shall be
required to furnish an intimation of estimated income and payment of taxes as on
31 December of the financial year (say, December 2017), on or before 31st
January of the financial year (say, January 2018).
 Also, in case the estimated advance-tax payment for the financial year is less than
the advance tax paid during the preceding financial year, then, the taxpayer is
required to specify reasons for the same.
 The information needs to be furnished to tax authorities in proposed Form 28AA
(inserted in Appendix II of the Rules). The Form seeks certain basic information of
the taxpayer (like name, PAN, assessment year, nature of business, etc.).
 The Form also requires details of estimated net total income of the period under
consideration (including, estimated income under various heads of income along
with details of losses, deduction under Chapter VI-A, estimated tax liability under

Minimum Alternate Tax provisions, etc.) along with actual amounts of the earlier
year for the same period (say, September / December 2016).
 Further, details of estimated turnover / profits for the period under consideration
and net estimate for entire year (say, September 2017 and year ended 31 March
2018) along with the actual amounts of the immediately preceding previous year
for the specific period and entire year (September 2016 and year ended 31 March
2017), need to be mentioned.
 In case a taxpayer carries out businesses of different nature, then, information for
each of the businesses may have to be furnished separately.

Conclusion


Under the current mechanism, taxpayers pay their advance tax installments based
on approximate estimates. There is no requirement of furnishing of any supporting
documents to the tax authorities. A true-up is done at the time of filing of the
income-tax return.



The proposed mechanism will aid tax authorities to obtain basis for advance tax
payments and would also put an onus on the taxpayer to justify the same. It will
benefit both the taxpayer and the government (which may utilize the information
for planning and prioritizing government expenditure).



However, the draft notification would put an additional compliance burden on
qualifying taxpayers.
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