
If you receive NOTICE FROM INCOME TAX 

Dear Sir, 

There is a sudden spike in the number of people who have been served notices from the income tax department.  This is 

due to improved monitoring and online filing of returns. 

REASONS FOR RECEIVING THE NOTICE 

1. Return not filed or delayed: such a notice can be sent for any of the previous six assessment years.  

There may be a penalty of Rs. 5000 for non filing before end of the FY. If there is tax due, then there is a 

charge of 1% interest per month on the tax due and 1% penalty for delayed return filing. 

2. Mismatch in tax credit:  tax deducted at source, or TDS in your form 16 may be different from 

the actual tax credit mentioned in the 26 AS, a document issued by the income tax department that has all 

your tax related information such as tax deducted refund etc against your PAN 

3. Inadvertent/willful non disclosure of income:  if you have made some capital gains from the 

sale of property, shares, mutual funds etc, or earned interest on fixed deposits or had rental income but did 

not report the same in your Income tax return, then you may receive a notice from the IT department.  The 

penalty for this may be 100-300% 

4. Non disclosure of assets for wealth tax:  If you have assets like urban land, vacant house, 

personal car, gold etc the aggregate value of which exceeds 30 lakhs, then you are liable to pay wealth tax (1% 

on the amount over and above this Rs. 30 lakh threshold).  You are also liable to file a wealth tax return. 

5. Notices relating to AIR(annual income return submitted by different agencies):  The 

following high value transactions may be the cause of notices being received: 

a. Cash deposits worth Rs. 10 lakh or more in a year 

b. Credit card purchases or Rs. 2 lakh or more in a year 

c. Mutual fund investments of Rs. 2 lakh or more in a year 

d. Purchase of bonds or debentures of more than Rs. 5 lakh in a year 

e. Purchase of shares worth Rs. 1 lakh or more in a year. 

f. Sale/purchase of property worth Rs. 30 lakh or more. 

g. Purchase of RBI bonds worth Rs. 5 lakh or more. 

6. Investment in the name of spouse: even if you have made an investment in your spouse, minor 

child or daughter-in-law’s name, the income earned on the investment is liable to be clubbed with your 

income and needs to be taxed.  Failure to do so may attract a tax notice. 

Some other reasons: 

1. Incorrect quoting of PAN or filing of return. 

2. Not filing return if the income is above 2 lakh. 

3. Avoiding RDS by misusing Form 15G and 15H. 

4. Not declaring of interest on deposits and savings. 

HOW TO DEAL WITH A TAX NOTICE 

a. Do not panic. 

b. Reply within the stipulated time. 

c. Collect the relevant documents regarding income and investments as claimed in the tax return. 

d. Contact us as soon as possible. 



e. In some cases, the tax official may ask you to be present in person on a particular date. 

f. You can either represent the case yourself or authorize us to do so. 

Please remember that not responding to a tax notice could cost you a lot of time, money and peace of mind.  In some 

cases it could also lead to imprisonment. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


