UNDERSTANDING
ANNUAL INFORMATION
STATEMENT (AIS)

And the implications of mismatches

What is the Annual Information Statement (AlIS)?

The Annual Information Statement (AIS) is a comprehensive statement containing details of
financial transactions undertaken by a taxpayer during a financial year. It's designed to promote
transparency and facilitate informed tax compliance. AIS includes information such as:

Salary Income

Dividend Income

Interest Income from Savings Accounts, Deposits, etc.
Securities and Mutual Fund Transactions

Immovable Property Transactions

Foreign Remittances

And more

This information is collected from various sources, including banks, financial institutions, and other
reporting entities. Taxpayers can access their AIS through the Income Tax Department's e-filing
portal.

What is an AIS Mismatch?

An AIS mismatch occurs when the information reported in the AIS does not align with the income
declared by the taxpayer in their Income Tax Return (ITR). This discrepancy can arise due to several
reasons, including:

e Reporting errors by the reporting entities.

e Timing differences in recognizing income.

e Genuine omissions or errors by the taxpayer.

e Different interpretations of tax laws.

For example, a bank might report interest income that the taxpayer has not yet accounted for, or a
transaction might be incorrectly attributed to the taxpayer.

AIS Mismatch and Reopening of Tax Cases



A crucial question arises: Can an AlS mismatch automatically lead to the reopening of a tax case?
The answer, based on legal precedents, is generally no. While an AIS mismatch can prompt scrutiny
by the Income Tax Department, it does not automatically justify reopening a case under Section 148
of the Income Tax Act, 1961. Reopening a case requires the Assessing Officer to have a 'reason to
believe' that income chargeable to tax has escaped assessment.

Section 148 allows the reopening of assessments if the Assessing Officer has information suggesting
that income has escaped assessment. However, this power is not unfettered. The 'reason to believe'
must be based on credible information and not mere suspicion or conjecture. The Supreme Court
and various High Courts have consistently held that there must be a live link between the information
received and the escapement of income.

Not All Mismatches Lead to Reopening

It's important to understand that not all instances of AIS mismatch will result in the reopening of a tax
assessment. The Income Tax Department is expected to conduct a preliminary inquiry and verify the
information before initiating reopening proceedings. The department should provide the assessee an
opportunity to explain the discrepancy and present evidence to support their claim.

Reopening is not justified if:

The mismatch is minor and does not significantly impact the overall tax liability.
The taxpayer has already provided a reasonable explanation for the discrepancy.
The information in the AIS is unreliable or based on incorrect data.

The Assessing Officer does not independently apply their mind to the information.

Steps to Take if You Encounter an AIS Mismatch

If you notice a discrepancy between your AlS and your ITR, consider taking the following steps:

1. Verify the Information: Carefully review the AIS data and compare it with your financial records.

2. ldentify the Source of Mismatch: Determine the reason for the discrepancy (e.g., reporting
error, timing difference).

3. Gather Supporting Documents: Collect relevant documents to support your claim (e.g., bank
statements, transaction records).

4. File a Revised Return (if necessary): If the mismatch is due to an error in your original return,
file a revised return.

5. Respond to Notices: If you receive a notice from the Income Tax Department, respond promptly
and provide a clear explanation along with supporting documents.

6. Seek Professional Advice: Consult with a tax advisor or chartered accountant for guidance.

Conclusion



While the Annual Information Statement (AIS) is a valuable tool for promoting tax compliance, an AIS
mismatch does not automatically trigger the reopening of a tax assessment. Taxpayers have the right
to provide explanations for any discrepancies, and the Income Tax Department must adhere to the
legal requirements for reopening a case. Understanding your rights and responsibilities is crucial for
navigating the complexities of Indian tax law.



