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Procedure notified for furnishing
Form 26A electronically for
correction and removal of technical
defaults under the withholding tax

provisions

December 20, 2016

In brief

Notification no. 11 of 2016 has recently been issued under the delegated powers of the CBDT, with the
object of introducing a procedure for furnishing of Form 26A electronically on the Income-tax portal
to obtain benefits of first proviso to section 201(1) of the Income-tax Act, 1961 (the Act).

In detail
Background

Provisions of section 201(1) of
the Act were amended by the
Finance Act, 2012, with effect
from o1 July, 2012. By this
amendment, a proviso was
inserted that states that a
person shall not be treated as a
taxpayer-in-default if he/ she
fails to withhold the whole or
any part of the taxes in
accordance with the provisions
of the Act, on any sum paid to a
resident or on any sum credited
to the account of a resident,
provided the resident payee -

e has furnished his/ her
return of income under
section 139 of the Act;
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e has considered such sum
for computing income in
such return of income;

e has paid the tax due on the
income declared by him/
her in such return of
income; and

the person has furnished a
certificate to this effect from an
accountant in Form 26A,
prescribed under Rule 31ACB
of the Income-tax Rules, 1962
(the Rules).

From the very beginning,
taxpayers have faced major
challenges in availing benefits
of the aforesaid provisions,
because Form 26A could not
be filed electronically, and the
ultimate objective of the

amendment in section 201 was
not met.

The notification

In exercise of powers delegated
by the CBDT under sub rule (2)
of Rule 31ACB of the Rules, the
Director General of Income-tax
(Systems) has authorised the
field Assessing Officer (TDS)
and CPC-TDS to receive Form
26A through paper and
electronic modes, respectively,
for correction of withholding
tax defaults. The new system
will be effective from 15
January, 2017.

The broad level steps for
furnishing Form 26A as
provided in the notification,
are summarised as follows:
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TRACES Portal

The deductor needs to submit request to obtain details of short deduction from the
portal, and can submit the information related to non-deduction on the said portal.

TRACES Portal

The above request/ information will be processed, and a unique ID" shall be given to each
short deduction/ non-deduction transaction identified. This unique ID will be
communicated to the deductor on the e-Filing Portal.

Offline

The deductor will communicate the unique transaction ID to the accountant identified for
certifying Annexure A of Form 26A.

E-Filing Portal*

The unique transaction ID will be mapped with the membership number of the
accountant for authorisation.

E-Filing Portal

On successful authorisation, the accountant so authorised may fill in the relevant details
in Annexure A to Form 26A with respect to the deductee in question, and certify it by
digitally signing Annexure A.

E-Filing Portal

Post accountant’s certification, the deductor needs to finally digitally sign Form 26A and
submit its final request.

* The role of e-filing as per the notification is to check whether the income tax return of the deductee is filed under
section 139 of the Act and that no demand is payable at the time of assessment.

The takeaways

Taxpayers were facing difficulty
in taking advantage of the
beneficial provisions introduced
vide Finance Act, 2012.This

Let’s talk

For a deeper discussion of how
this issue might affect your
business, please contact your
local PwC advisor.

would provide much relief to
taxpayers. Overall, this is a
welcome step by the Indian
government to promote the ease
of doing business in India.

1 In the case of short deduction, a unique identification number (DIN) will be generated for each deductee row. In the case of non-deduction, a
unique Alpha Numeric String would be created consisting of TAN, PAN and FY.
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