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t h e m e

E-Filing Of Returns

The documents submitted in any govern-
ment office have a specified location where 
they are stored. When we talk on a national 

level, the quantum of  these documents are huge 
and after they are filed their usage is generally 
kept to its minimum and are taken out only when 
it is absolutely necessary. Similarly, if  we have in-
formation on our fingertips, which we can sort, 
arrange and use systematically its usage is much 
more. If  we have to find out the people who have 
a PAN but have not filed their return of  income, 
it would not be possible even if  we are given a 
list of  PAN numbers and people who have filed 

their returns of  income. But if  we have the elec-
tronic data this work will take only few minutes. 
To achieve these objectives, the Government of  
India has chalked out a National E-Governance 
Action Plan for the implementation of  various e-
Governance initiatives for tax payers, 24 hours a 
day, so that a tax payer can fulfill his daily tax ob-
ligation without wasting time and without visiting 
Income Tax offices.

Areas identified for E-governance
1.  Dissemination of  tax related information 
2.  Dissemination of  taxpayer specific informa-

tion
3. PAN and TAN related services  
4. Preparation of  return of  income
5. E-filing of  returns of  income
6. E-payment of  taxes
7. Computerised processing of  returns and re-

funds
8. E-filing of  TDS returns

Reasons for Change
The Committee believes that the implemen-

tation of  a comprehensive strategy to encourage 
electronic filing of  tax and information returns 
holds significant potential to benefit taxpayers and 
make the return processing function much more 
efficient. Electronically-filed returns are usually 
prepared using computer software programs with 
built-in accuracy checks and these undergo pre-
screening by the IRS. Electronic returns experi-
ence no key-punch errors and also have an error 
rate of  less than one percent. Thus, the Committee 
believes that an expansion of  electronic filing will 
significantly reduce errors (and the resulting no-
tices that are triggered by such errors). In addition, 
taxpayers who file their returns electronically re-
ceive confirmation of  the receipt of  their return.

E-filing is done of 3 types of return:
1. TDS returns
2. Income Tax returns 
3. AIR returns

The Government of India has chalked out a 
National E-Governance Action Plan for the 
implementation of various e-Governance 
initiatives for tax payers, 24 hours a day, 
so that a tax payer can fulfill his daily tax 
obligation without wasting time and without 
visiting Income Tax offices. The concept of 
E-filing is still evolving and is undergoing 
changes at a rapid pace in the country. The 
article provides an overview of this crucial 
initiative of the Government.

(The authors are members 
of the Institute. They can be 
reached at madhuetds335@

yahoo.co.in)
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lection of  tax at source and filing of  TDS/TCS re-
turn on computer media shall ensure the following:
l Form No. 27A* (in the cases of  tax deduction 

at source) or Form No. 27B* (in the case of  
tax collection at source) is duly filled in, veri-
fied and enclosed in paper format with the re-
turn on computer media.

*Form No. 27A is a summary of  e-TDS returns 
which contains control totals of  ‘amount paid’ and ‘income 
tax deducted at source’*Form 27B is a summary of  e-TCS 
return (Form 27E) which contains ‘Amount Paid’ and ‘In-
come Tax Collected at Source’. 
l Form 27A/ Form 27B   is required to be fur-

nished separately for each TDS/TCS return.
l Tax deduction and collection account number 

(TAN) of  the person responsible for deduct-
ing/collecting tax at source is clearly men-
tioned in Form No. 27A/Form No. 27B, as 
also in the TDS/TCS return.

l The particulars relating to deposit of  tax at 
source in bank are correctly and properly filled 
in the table at item no. 6 of  Form No. 24 or 
item no. 4 of  Form No. 26 or item no. 4 of  
Form No. 27 or item no. 4 of  Form No. 27E, 
as the case may be.

l The data structure of  the return for tax deduc-
tion at source in Form No. 24 or Form No. 26 
or Form No. 27 and for tax collection at source 
in Form No. 27E prepared on computer read-
able media conforms to the data structure pre-
scribed by the e-filing Administrator autho-
rised under the scheme for electronic filing of  
TDS/TCS returns notified by the Board.

l	 The control totals of  ‘amount paid’ and ‘in-
come tax deducted at source’ (deductee num-
bers may not match) mentioned on Form 
27A/ Form No. 27B should match with the 
corresponding control totals in e-TDS/TCS 
return.

E filing of TDS returns 
E-TDS: Entities (both corporate and non-cor-

porate deductors) making payments (specified un-
der Income Tax Act) to third parties (deductees) 
are required to deduct tax at source (Tax Deducted 
at Source -TDS) from these payments and de-
posit the same at any of  the designated branches 
of  banks authorised to collect taxes on behalf  of  
Government of  India. They should also furnish 
TDS returns containing details of  deductee(s) and 
challan details relating to deposit of  tax to Income 
Tax Department (ITD). Also, a quarterly statement 
in the form of  form 26Q regarding the same has to 
be furnished by the entity in the prescribed format 
stating the details of  deduction.

E-TCS: TCS means collection of  tax at source 
by the seller (collector) from the buyer (collectee/
payee) of  the goods (specified u/s 206C of  In-
come-tax Act, 1961, like timber obtained under 
forest lease, scrap, any other forest produce not 
being timber or tendu leaves etc.,). For e.g. if  pur-
chase value of  goods is Rs.10,000/-, the buyer will 
pay an amount of  Rs.10,000/- + X (X being the 
value of  TCS as prescribed under Income-tax Act, 
1961) to the seller. The seller will deposit the tax 
collected at source (TCS) at any of  the designated 
branches of  the authorised banks and at the end of  
the year will file the E-TCS return.

(Circular No. 4/2005, Dated 27-6-2005)
l Finance Act, 2003 amended section 206 of  

the Income-tax Act, 1961 to provide for man-
datory filing of  returns of  tax deduction at 
source in computer media by companies and 
every office of  the Government responsible 
for deducting tax. The Electronic Filing of  
Returns of  Tax Deducted at Source Scheme, 
2003 was notified vide S.O. No. 974(E), dated 
26-8-2003. Suitable amendments were made in 
the various rules and forms prescribed under 
the Income-tax Rules, 1962. Non-corporate 
deductors can furnish their returns in physical 
form or they can also furnish their returns in 
electronic form.

Deductors furnishing their TDS return in elec-
tronic form (e-TDS return) shall furnish the same 
to TIN facilitation centres established by NSDL. 
These centres respectively will forward one copy 
to the regional income tax office and a soft copy to 
the central database which holds the information 
on a central server.

With a view to ensure that the TDS returns filed 
on computer media conform to the required specifi-
cations, the person responsible for deduction or col-

The Income Tax Department has 
launched the Electronic Furnishing 
of Return of Income Scheme, 2004 
vide Notification dated 30.9.2004. 
Under this scheme eligible 
assessees can file their returns 
of income electronically through 
persons authorised to act as 
e-return intermediaries.
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Precautions to be Taken While 
Furnishing e-TDS Return
l Each e-TDS return file (Form 24, 26 or 27) is 

saved in a separate CD/floppy
l Each e-TDS return file is accompanied by a 

duly filled and signed (by an authorised signa-
tory) Form 27A in physical form.

l Each e-TDS return file is in one CD/floppy. It 
should not span across multiple floppies. 

l In case the size of  an e-TDS return file exceeds 
the capacity of  one floppy, it is furnished on 
a CD. In case the e-TDS return file is in com-
pressed form, it is compressed using Winzip 8.1 
or ZipItFast 3.0 compression utility only to en-
sure quick and smooth acceptance of  the file. 

l A Label is affixed on each CD/floppy men-
tioning name of  the deductor, his TAN, Form 
no. (24, 26 or 27) and period to which the re-
turn pertains. 

l There is no overwriting / striking on Form 
27A. If  there is any, then the same is ratified 
by an authorised signatory. 

l No bank challan, copy of  TDS certificate to 
be furnished along with e-TDS return file. 

l In case of  Form 26 and 27, no need to furnish 
physical copies of  certificates of  no deduction 
or lower deduction of  TDS received from de-
ductees. 

l In case of  Form 24, physical copies of  certifi-
cates of  ‘no deduction or deduction of  TDS 
at lower rate’, if  any, received from deductees 
should be furnished. 

l e-TDS return file contains TAN. In case val-
id reformatted TAN is not available, you will 
have to submit a TAN application form (Form 
49B) along with the e-TDS return (with neces-
sary application charges). 

l CD/floppy is virus free. 

Process of e-filing
(1) Prepare file in the specified :
 (a) Annual e-TDS return:
  Form 24  salary
  Form 26  non-salary
  Form 27  non-resident
 (b) Annual e-TCS return:
  Form 27E 
 (c) Quarterly return
  Form 24Q  salary
  Form 26Q  non-salary
  Form 27Q  non-resident

The E-TDS/e-TCS returns must be prepared 
in clean text ASCII format with ‘txt’ as filename 

extension. 
(2) Once the file has been prepared as per the file 

format, it should be verified using the File Val-
idation Utility (FVU) provided by NSDL. In 
case the file has any errors the FVU will give 
a report of  the errors. Rectify the errors and 
verify the file again through the FVU. 

(3) The uploaded file generated by the FVU on 
successful validation is to be furnished to a 
TIN-FC or directly uploaded through the 
NSDL website. 

(4) Each return saved in a CD/floppy to be sub-
mitted along with a signed copy of  the control 
chart.

Electronic Furnishing of Return of 
Income Scheme, 2004  

Income Tax Department has launched the Elec-
tronic Furnishing of  Return of  Income Scheme, 
2004 vide Notification dated 30.9.2004. Under this 
scheme eligible assessees can file their returns of  
income electronically through persons authorised 
to act as e-return intermediaries. The intermediar-
ies will digitise the data of  such returns and trans-
mit the same electronically to the e-filing server of  
Income Tax Department under their digital signa-
tures. 

 Eligible assessees– Any person, except an 
AOP/BOI, who has been allotted a PAN and who 
is assessed or is assessable to tax, would be eligible 
to file his return of  income under this scheme. 

Persons eligible for appointment as e-Interme-
diaries - Following categories of  persons can apply 
to become e-intermediaries provided they fulfill 
the eligibility criteria laid down in the Scheme, and 
have set up computer hardware and software as 
prescribed in Schedule B of  the Scheme. 
l A registered company/statutory body as an 

employer 
l A firm of  Chartered Accountants 
l A firm of  Advocates 
l A Chartered Accountant 
l An Advocate 
l A registered company/bank providing finan-

cial services 
Registration of  e-intermediary - A person eli-

gible to be appointed as e-intermediary will have to 
apply to the Registrar appointed by CBDT for this 
purpose. The applicant shall have to make an on-
line application through web-based facility. It will 
have to be followed by sending paper documents 
of  proof  of  fulfillment of  eligibility criteria, a due 
diligence certificate certifying that the applicant 



1572 The Chartered Accountant May 2006

has set up the prescribed hardware and software, 
application processing fee and refundable security 
deposit. 

 *Security deposit will be refunded if  the application is 
rejected or if  a registered e-Return Intermediary surrenders 
its registration or allows the registration to lapse. 

The Registrar will verify that the application is 
complete and all the necessary documents certify-
ing the eligibility conditions have been submitted. 
The registrar will verify Contents of  the registra-
tion application Form and the Due Diligence Cer-
tificate. Due Diligence Certificates can be issued 
either by a System Auditor certified by the Infor-
mation Systems Audit and Control Association 
(ISACA) or an Authorised Information Systems 
Auditor (ISA) of  the Institute of  Chartered Ac-
countants of  India (ICAI).

On successful submission of  the application, a 
temporary user ID and password along with the 
URL for the data transmission test will be com-
municated to the applicant by the Registrar by e-
mail. On receipt of  these details the applicant shall 
log on to the Server of  Income Tax Department 
for passing the data transmission tests before he is 
authorised to act as an e-Intermediary and allotted 
his E-Return Intermediary Identification Number 
(ERIIN). The data transmission tests would be 
carried out on-line to ensure that the applicant has 
necessary technical skills to transmit data to In-
come Tax Department Server in safe/secure mode 
and as per prescribed data structure. These would 
be on-line and necessary guidelines for taking the 
same would be available on the Department’s web-
site. After successfully completing the data trans-
mission tests, an appointment order will be issued 
by Director General of  Income-tax (Systems) in 
his capacity as the e-filing administrator, contain-
ing E-Return Intermediary Identification Number 
(ERIIN) and a password valid for two years. These 
are defined Role and responsibilities of  e-return 
intermediary. 

 Filing of  Return of  Income under the e-filing 
scheme - An eligible person opting to file his re-
turn of  income under this Scheme shall approach 
and give his consent to e-intermediaries to act as 
his agent for the purpose of  furnishing his e-re-
turn for the relevant assessment year. The inter-
mediary shall receive the paper return of  income, 
along with all its enclosures, duly verified by the as-
sessee or shall prepare the return of  income on the 
basis of  the documents furnished by the assessee, 
as the case may be. He will then transmit the data 
of  return in the prescribed data structure under 

his digital signature. On successful validation of  
data structure and PAN, the Department will is-
sue on-line acknowledgement of  the return. The 
e-intermediary will have to submit signed paper 
return to the Assessing Officer affixing a printout 
of  on-line acknowledgement within 15 days. The 
date of  on-line acknowledgement will be deemed 
to be the date of  filing of  the return provided the 
paper copy is submitted within 15 days. In case the 
PAN of  the assessee is not in the jurisdiction of  
the Assessing Officer before whom the e-return is 
being filed, it will be necessary to first get the juris-
diction transferred before filing the e-return under 
this Scheme before the new Assessing Officer. 

Benefits of Using e-file.
The biggest benefit is a faster refund. When your 

tax return is electronically transmitted or entered 

through TeleFile, it gets processed almost immedi-
ately. This means your refund will be issued faster; 
and if  you use direct deposit, your refund can be 
automatically credited to your bank account. E-
file is also easier and more accurate. Whether filing 
through a tax preparer or using a computer-based 
product, you are typically asked a series of  questions 
that you must answer, and the computer does the 
necessary calculations and tax-law related works. 
When you finish e-filing, you receive a confirmation 
that the return has been received. Finally, an e-filed 
return costs your government less to process. 

The benefits of  e-filing include: 
l Reduced preparation time (calculations are 

done for you) 
l Faster refunds (shorter waiting period) 
l Accuracy (guaranteed accurate results) 

The Finance Act, 2003 inserted 
a new provision namely Section 
285BA in the Income Tax Act, 
1961, which was later on 
substituted by the Finance (No.2) 
Act, 2004 w.e.f 1st April 2005. 
As per this provision, certain 
specified persons are required 
to file AIR in respect of specified 
financial transactions registered 
or recorded by them during a 
financial year (beginning on or 
after 01st April, 2004).



The Chartered Accountant   1573May 2006

l Peace of  mind (third party guarantee of  pri-
vacy) 

l Electronic payment options (funds can be 
withdrawn from your bank account or by 
credit card) 

Annual Information Returns
The Finance Act, 2003 inserted a new provi-

sion namely Section 285BA in the Income Tax Act, 
1961 which was later on substituted by the Finance 
(No.2) Act, 2004 w.e.f. 01st April 2005. As per this 
provision, certain specified persons (hereinafter 
referred to as filers) are required to file AIR in re-
spect of  specified financial transactions registered 

or recorded by them during a financial year (begin-
ning on or after 01stApril, 2004).

Specified class of  persons required to file 
AIR returns

According to the amended provisions of  Rule 
114E of  the Income Tax Rules, 1962 the nature of  
transactions and the threshold limit above which 
information has to be reported in the AIR by cer-
tain class of  persons are as follows:

The concept of  E-filing is still evolving and is un-
dergoing changes at a rapid pace. In the near future 
when the full system will be in place it is expected 
that it will bring a new face of  the Finance Ministry 
as an organised and well-administered entity. r

S. No Class of  Persons Nature and Value of  Transactions

(1) (2) (3)

1. A Banking Company to which the Banking 
Regulation Act, 1949 (10 of  1949), applies 
(including any bank or banking institution 
referred to in section 51 of  that Act).

Cash deposits aggregating to Rs. 10 lakh or more 
in a year in any savings account of  a person main-
tained in that bank

2. A Banking Company to which the Banking 
Regulation Act, 1949 (10 of  1949), applies 
(including any bank or banking institution 
referred to in section 51 of  that Act) or any 
other Company or institution issuing credit 
card.

Payments made by any person against bills raised 
in respect of  a credit card issued to that person, 
aggregating to Rs. two lakh or more in the year.

3. A trustee of  a Mutual Fund or such other 
person managing the affairs of  the Mutu-
al Fund as may be duly authorised by the 
trustee on his behalf.

Receipt from any person of  an amount of  Rs. two 
lakh or more for acquiring units of  that fund.

4. A Company or institution issuing bonds or 
debentures.

Receipt from any person of  an amount of  Rs. five 
lakh or more for acquiring bonds or debentures 
issued by the Company or institution.

5. A Company issuing shares through public 
or rights issue.

Receipt from any person of  an amount of  Rs. one 
lakh or more for acquiring shares issued by Com-
pany

6. Registrar or Sub Registrar appointed under 
section 6 of  the Registration Act, 1908

Purchase or sale by any person of  immoveable 
property valued at Rs. 30 lakh or more.

7. A person being an officer of  the Reserve 
Bank of  India constituted under section 3 
of  the Reserve Bank of  India Act, 1934, 
who is duly authorised by the Reserve Bank 
of  India in this regard.

Receipt from any person of  an amount or amounts 
aggregating to Rs. five lakh or more in a year for 
bonds issued by the Reserve Bank of  India.


