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CBDT issues circular amending functionality of ‘Compliance check for Section 

206AB & 206CCA’  

27 July 2020  18 May 2022 

Subsequently, the Finance Act 2022 (with effect from 1 
April 2022) reduced 2 years requirement to 1 year by 
amending Sections 206AB and 206CCA to provide that 
‘specified person’ to mean as a person who has not 
filed its return of income for the assessment year 
relevant to the previous year immediately preceding the 
financial year in which tax is to be deducted or 
collected and the amount of tax collected and deducted 
at source is INR 50,000 or more in the said previous 
year. Further, it was provided that the provisions of 
Section 206AB shall not apply in case of deduction of 
tax on transfer of virtual digital assets (VDA) under 
Section 194S in specified cases. 

Recently, the Central Board of Direct Taxes (CBDT) 
has issued a Circular3 amending its earlier Circular4 
which provides functionality for compliance of Sections 
206AB and 206CCA. 

CBDT Circular 

In accordance with the above amendments,  the logic 
of functionality has been amended as follows: 

• A list of specified persons is prepared as on the
start of the financial year 2022-23, taking the
previous year 2020-21 as the relevant previous
year. List contains names of the taxpayers who did
not file a return of income for the assessment year
2021-22 and have aggregate of TDS and TCS of
INR 50,000/- or more in the previous year 2020-21.

• During the financial year 2022-23, no new names
will be added in the list of specified persons. This is
a taxpayer-friendly measure to reduce the burden
on the tax deductor and collector of checking PANs
of non-specified persons more than once during the
financial year.

______________ 

3 CBDT Circular No. 11/2021, dated 17 May 2022 
4 Circular No.11 of 2021, dated 21 June 2021

Executive summary 

In order to widen and deepen the tax base and to 
nudge taxpayers to furnish their return of income, the 
Finance Act, 2021 introduced two new provisions1 with 
effect from 1 July 2021 which prescribes tax deduction 
(Section 206AB) or tax collection (Section 206CCA) at 
a higher rate in the case of certain non-filers of return of 
income (specified persons). The higher rate is twice the 
prescribed rate or 5 per cent, whichever is higher. 
‘Specified person’ was defined to mean a person who 
has not filed the returns of income for both the two 
assessment years relevant to the two previous years 
immediately preceding the financial year in which tax is 
required to be deducted or collected, for which the time 
limit for filing return of income under Section 139(1) has 
expired. Further, the aggregate of tax deducted at 
source and tax collected at source in his case is INR 
50,000/- or more in each of those two previous years.  

To implement these provisions, the tax 
deductor/collector is required to do due diligence to 
satisfy himself if the deductee/collectee is a specified 
person. This would have resulted in an extra 
compliance burden on such tax deductor/collector. To 
ease this compliance burden, the Central Board of 
Direct Taxes (CBDT) had issued a Circular2 providing a 
new functionality ‘Compliance check for Sections 
206AB & 206CCA’. The Circular eased the burden of 
the tax deductors/collectors by ensuring that the 
deductors/collectors need to check the PAN in the 
functionality at the beginning of the financial year 
without there being any need to check the PAN of the 
non-specified person again during that financial year. 
The tax deductor/collector can feed the single PAN 
(PAN search) or multiple PANs (bulk search) of the 
deductee/ collectee and can get a response from the 
functionality if such deductee/collectee is a specified 
person. 
______________ 

1 Section 206AB and Section 206CCA of the Income-tax Act, 1961 
2 Circular No.11 of 2021, dated 21 June 2021 
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1 on 31 July 2021 to 
allow the facility of continuous AEO certification / auto 
renewal for AEO-T1 entities. 
 

Gist of the Circular 

• Facility of continuous AEO certification / auto 
renewal for AEO-T1 entities will be available 
subject to submission of annual declaration and 
review thereof. 
 

• Time period to submit annual declaration: 
 

➢ To be filed between 1 October to 31 December 
each year 

 

• Entities certified after 1 April 2019 will stand 
migrated to auto renewal with effect from 1 August 
2021. 
 

• Procedure:  

 

a) Zonal AEO Programme Manager who had approved 
the AEO-T1 certification will take the annual self-
declaration on record. 

 
b) Comprehensive Compliance Review based on the 
declaration will be initiated which is outlined as under: 

 

_____________ 

 

1 CBIC Circular No. 18/2021-Customs dated 31 July 2021 

• If any specified person files valid return of income 
(filed & verified) for the assessment year 2021-22 
during the financial year 2022-23, his name would 
be removed from the list of specified persons. This 
would be done on the date of filing a valid return of 
income for the financial year 2022-23. 
 

• If any specified person files a valid return of income 
(filed & verified) for assessment year 2022-23, his 
name would be removed from the list of specified 
persons. This would be done on the due date for 
filing return of income for AY 2022-23 or on the 
date of actual filing of valid return (filed & verified), 
whichever is later. 
 

• If the aggregate of TDS and TCS, in the case of 
specified person, in the previous year 2021-22 is 
less than INR 50,000/-, his name would be 
removed from the list of specified persons. This 
would be done on the first due date under Section 
139(1) falling in the financial year 2022-23. For the 
financial year 2022-23, this due date is 31 July 
2022. 
 

• Belated and revised TCS & TDS returns of the 
relevant financial year filed during the financial year 
2022-23 would also be considered for removing 
persons from the list of specified persons on a 
regular basis. 

The deductor or the collector may check the PAN in the 
functionality at the beginning of the financial year and 
then he is not required to check the PAN of the non-
specified person during that financial year. The list 
would be drawn afresh at the start of each financial 
year and the above process would have to be 
repeated.  

As per the provisos of Section 206AB and 206CCA, the 
specified person shall not include a non-resident who 
does not have a Permanent Establishment (PE) in 
India. Since the functionality does not have the visibility 
of non-resident having PE in India, there is likelihood 
that non-resident having PE in India may not get 
reflected in this list. Tax deductors and collectors are 
expected to carry out necessary due diligence in 
respect of non-residents about the applicability of 
Section 206AB and Section 206CCA on them. 

CBDT clarified that even though this user-friendly 
functionality was provided to tax deductors/collectors 
and explained through a circular, some of the 
deductors/collectors were asking the 
deductee/collectee to produce evidence of their filing of 
return of income. It may be again highlighted that this 
functionality has been developed to ease compliance 
for tax deductors/collectors. Asking the 
deductee/collectee to file evidence of furnishing of their 
return will defeat the purpose of this taxpayer-friendly 
measure. All tax deductors/collectors shall take a note 
of this circular for compliance. 

 

Our comments 

The functionality will ensure that deductors or collectors 
check the PAN in the functionality at the beginning of 
the financial year without there being any need to 
check the PAN of the non-specified person again 
during that financial year. The move would help 
taxpayers to comply with ease and also leave room for 
non-compliant specified persons to comply during the 
year. 

CBDT clarified that since the functionality does not 
have the visibility of non-resident having a PE in India, 
there is likelihood that non-resident having a PE in 
India may not get reflected in this list. Therefore, tax 
deductors and collectors should carry out necessary 
due diligence in respect of such non-residents. 

 

 

 

 
 
 

 
 



 

 

 

 

 

 

Noida 

Unit No. 501, 5th Floor, 

Advant Navis Business Park, 

Tower-A, Plot# 7, Sector 142,  

Expressway Noida,  

Gautam Budh Nagar,  

Noida – 201 305. 

Tel: +91 0120 386 8000 

 

Pune 

9th floor, Business Plaza,  

Westin Hotel Campus, 36/3-B,  

Koregaon Park Annex,  

Mundhwa Road, Ghorpadi,  

Pune – 411 001. 

Tel: +91 20 6747 7000  

 

Vadodara  

Ocean Building, 303, 3rd Floor,  

Beside Center Square Mall,  

Opp. Vadodara Central Mall,  

Dr. Vikram Sarabhai Marg,  

Vadodara – 390 023. 

Tel: +91 265 619 4200 

 

Vijayawada 

Door No. 54-15-18E,  

Sai Odyssey, 

Gurunanak Nagar Road, NH 5, 

Opp. Executive Club, Vijayawada, 

Krishna District, 

Andhra Pradesh – 520 008. 

Tel: +91 0866 669 1000 

 

 

Ahmedabad 

Commerce House V, 9th Floor,  

902, Near Vodafone House, Corporate 

Road, 

Prahlad Nagar, 

Ahmedabad – 380 051. 

Tel: +91 79 4040 2200 

 

Bengaluru 

Embassy Golf Links Business Park,  

Pebble Beach, ‘B’ Block,  

1st & 2nd Floor,  

Off Intermediate Ring Road, Bengaluru – 

560071 

Tel:  +91 80 6833 5000 

 

Chandigarh 

SCO 22-23 (1st Floor),  

Sector 8C, Madhya Marg,  

Chandigarh – 160 009. 

Tel: +91 172 664 4000  

 

Chennai 

KRM Towers, Ground Floor,  

1, 2 & 3 Floor, Harrington Road, 

Chetpet, Chennai – 600 031. 

Tel: +91 44 3914 5000  

 

Gurugram 

Building No.10, 8th Floor, 

DLF Cyber City, Phase II, 

Gurugram, Haryana – 122 002. 

Tel: +91 124 307 4000 

 

 

 

 

Hyderabad 

Salarpuria Knowledge City,  

6th Floor, Unit 3, Phase III,  

Sy No. 83/1, Plot No 2, Serilingampally 

Mandal,  

Ranga Reddy District,  

Hyderabad – 500 081. 

Tel: +91 40 6111 6000 

 

Jaipur  

Regus Radiant Centre Pvt Ltd., 

Level 6, Jaipur Centre Mall, 

B2 By pass Tonk Road, 

Jaipur – 302 018. 

Tel: +91 141 - 7103224 

 

Kochi 

Syama Business Centre,  

3rd Floor, NH By Pass Road,  

Vytilla, Kochi – 682 019.  

Tel: +91 484 302 5600  

 

Kolkata 

Unit No. 604,  

6th Floor, Tower – 1,  

Godrej Waterside,  

Sector – V, Salt Lake,  

Kolkata – 700 091.  

Tel: +91 33 4403 4000  

 

Mumbai 

2nd Floor, Block T2 (B Wing), Lodha 

Excellus, Apollo Mills Compound, N M 

Joshi Marg, Mahalaxmi,  

Mumbai- 400011 

Tel: +91 22 3989 6000 
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