Advance Tax: Who Should Pay It and How to Avoid Interest Penalties

What is Advance Tax?

Advance tax is a mechanism under Section 404 of the Income-tax Act, 2025 that requires
taxpayers to pay their estimated income tax liability in instalments during the financial year, rather
than by way of a lump sum at the time of filing the return of income. This obligation applies to any
taxpayer whose estimated net tax liability (after deducting TDS/TCS) is Rs.10,000 or more during
the financial year.

Exemption: A resident individual aged 60 years or above who does not have any income from
business or profession is exempt from the requirement to pay advance tax.

Advance Tax Rates and Due Dates

Advance tax is payable in four quarterly instalments. The due dates and the minimum amount to
be paid at each instalment is specified in the table below:

Quarters Due Date Amount Payable

April to June On or before 15th June 15% of total tax liability

July to September On or before 15th September 45% of tax_IiabiIity less tax
already paid

October to December On or before 15th December 75% of tax liability less tax
already paid

January to March On or before 15th March 100% of ta_x liability less tax
already paid

For assessees opting for presumptive taxation under Section 58 (except those who are engaged
in the business of plying, hiring, or leasing goods carriages), the entire advance tax liability is
payable in a single instalment on or before 15th March.

Interest for Non-Payment or Short Payment of Advance tax

The consequence of non-payment or short-payment of advance tax is levy of compensatory
interest under sections 424 and 425.

a) Section 424 — Default in Payment of Advance Tax

This Section applies after the close of the financial year if no advance tax has been paid, or if the
total advance tax paid is less than 90% of the assessed tax liability. Interest is charged at 1% per
month (or part of a month) on the shortfall amount, calculated from 1st April of the Tax Year until
the date of actual payment. For example, for the financial year ended 31 March, 2027, if the return
is filed in July 2027 and the tax is paid in July 2027, and if there is a shortfall of more than 10%,
then interest would be payable for the period 13t April, 2027 to 315 July, 2027.

b) Section 425 — Deferment of Instalments

This section deals with delays or short payment of advance tax instalments. Interest is applicable
where the advance tax paid is less than the prescribed percentage on the respective due dates.



Instalment Due Date Shortfall Threshold Interest

15t June, 15" September, Less than 15%, 45%, 1% per month for the 3 month

15t December or 75% respectively period immediately following the
due date.

15t March Less than 100% 1% for the 1 month period
(March 16 to March 31).

Partial relief: No interest under Section 425 is levied for shortfall in the advance tax instalments
for the quarter ending June or September, provided the advance tax paid is at least 12% and 36%
of the total tax liability respectively.

Relief forincome that cannot be estimated in advance: Where a shortfall in advance tax arises
due to income such as Capital Gains, Dividend Income, income from a new business/profession
arising for the first time, or winnings from lotteries etc. all of which are difficult to estimate at the
start of the year, interest under Section 425 will not be charged, provided the applicable tax is
paid in the subsequent instalments. Any such payment made on or before 31st March is treated
as advance tax paid.

Are There Any Penalties for Advance Tax Non-Payment?

» The Income-tax Act, 2025 does not prescribe a specific penalty solely for non-payment or short
payment of advance tax. The primary consequence is limited to the interest charges described
above.

* In cases where a taxpayer is treated as a deemed assessee in default, the provisions of
interest under Section 411 and penalty under Section 412 may additionally become applicable.

» There are no prosecution or criminal consequences for a shortfall in advance tax. Prosecution
under Section 478 applies only in cases of wilful tax evasion such as deliberate non-filing of
returns or intentional avoidance of tax and does not extend to delayed or insufficient advance
tax payments.

How to Pay Advance Tax Online

Step 1: Visit https://www.incometax.gov.in/iec/foportal/ and log in with your credentials.

Step 2: Select ‘e-Pay Tax’ from options under ‘e-file’ and select the "Income Tax Act, 2025" as the
applicable Act.

Step 3: Click on New Payment tab on right top corner and proceed by clicking on ‘Income Tax’
tab. Select the relevant Tax Year and choose "Advance Tax (100)" and continue.

Step 4: Enter relevant tax details i.e. the amount paid towards tax, surcharge, cess, interest,
penalty and others and click ‘Continue’

Step 5: Select the Payment Mode [i.e. net banking, debit card, RTGS/NEFT] and enter required
payment details. Now, click ‘Submit’.

Step 6: A preview of the challan will be displayed. Verify all details and click "Pay Now" to complete
the payment.



Advance Tax Calculation

Particulars Amount (%)
Income from Salary

+ Income from House Property

+ Income from Business / Profession
+ Capital Gains

+ Income from Other Sources

= Gross Total Income

Less: Deductions under Chapter Vi

= Total Taxable Income

Tax on total income (Note 1)

Add: Surcharge (if applicable) (Note 2)
Add: Health & Education Cess @ 4%
= Total Tax Liability

Less: TDS / TCS Credit Available

= Net Advance Tax Payable

Note: Applicable Tax Rates

1) Income Tax Slab Rates (New Tax Regime)

Total Income Tax Rate
Up to Rs 4,00,000 Nil

Rs 4,00,001 - Rs 8,00,000 5%

Rs 8,00,001 - Rs 12,00,000 10%

Rs 12,00,001 - Rs 16,00,000 15%

Rs 16,00,001 - Rs 20,00,000 20%

Rs 20,00,001 - Rs 24,00,000 25%
Above Rs 24,00,000 30%

2) Surcharge Rates

Total Income Tax Rate
Up to Rs 50 Lakhs Nil

Rs 50 Lakhs —Rs 1 Crore 10%

Rs 1 Crore —Rs 2 Crore 15%

Rs 2 Crore —Rs 5 Crore 25%
Above Rs 5 Crore 25%*

*The maximum surcharge applicable on certain specified capital gains and dividend income
is restricted to 15%.



