
TDS CHECKLIST

Main heads under which TDS to be checked: -

· Salaries

· Interest other than interest on securities

· Payment to contractor

· Rent

· Fees for Professional or Technical services

· Long term capital gains

· Any payment of income chargeable under the Act, which is not covered by any other sections relating to TDS.

TABLE SHOWING SUMMARY OF THE DIFFERENT SECTIONS OF TDS TO BE CHECKED

	S.No.
	Section
	Title
	Particulars

	
	
	
	Rate
	Who to deduct
	When to deduct

	1.
	192, 197
	Salary
	Slabs
	Person paying the income chargeable under the Head ‘Salaries’
	At the time of payment.

IMP:
1.Monthly deduction of TDS to be uniform and adequate in order to Save Penal Interest u/s 201(1A), 221 and 271C.

2. In case of TDS on salaries it is very important that for all employees for whom TDS liability has been reduced because of Form 12C, the forms are available.

3. Very important: check for cases where any other income/loss declared by the employee under any other head in Form 12C, in order to verify whether no contravention as mentioned in the 5 cases on page 285 (Bharat Reckoner)


	2.
	194A, 195, 196, 197, 197A
	Interest other than interest on Securities
	· Where payee is Domestic Company: 20.4%.

· Where payee is Foreign Company: 20% for debt incurred in foreign currency.

48% for any other case.


	Any person paying such interest.
	At the time of crediting the interest to the account of the payee or at the time of payment of interest to the payee whichever is earlier.

Sample:

Take a few cases where interest paid and see whether the TDS deducted as per the time frame mentioned above.

IMP: 1.No T.D.S. should be made 

· when the total amount of interest payable to a resident payee during the financial year does not exceed Rs. 5000 

· when resident payee (not being company or firm) furnishes the declaration in Form No. 15 H in duplicate to the person paying the interest 

· when non resident payee being a foreign banking company furnishes a certificate in Form 15 E obtained by him from the income tax authority to the person paying the interest 

· when interest is payable on deposits under any scheme of the Central Govt. which is notified by it 

· when interest is payable on deposits with a banking company to which the Banking Regulation act 1949 applies

2.TDS should be made at nil rate or at a lower rate if the certificate in Form No. 15 AA to that effect is issued and sent to the person paying the interest by the income tax authority on an application made in Form 13 by the payee 

	3.
	194C(1), 196
	Payment to contractor
	· Where payee is resident other than company

(a) In case where payment is for advertising contract - 1.02%

(b) In any other case - 2.04%

· Where payee is Domestic company 

(a) In case where payment is for advertising contract - 1.02%

(b) In any other case - 2.04%
	Any company
	At the time of credit of payment to the account of the payee or at the time of the payment to the payee whichever is earlier

IMP: 1. Payment includes advance payment for execution of the contract 

2.The provisions of this section shall apply to all types of contracts for carrying out any work including transport contracts service contracts advertisement contracts broadcasting contracts telecasting contracts labour contracts material contracts work contracts

3.The provisions of this section would not apply in relation to payments made to banks for discounting bills, collecting /receiving payments through cheques/drafts opening and negotiating letters of credit and transactions in negotiable instruments 

4.  No TDS should be made 

· when the consideration for the contract does not exceed Rs. 20000 in case of resident payee 

· when the payee is Government, RBI or any corporation constituted under any Act which is exempted from Income Tax under that Act or a Mutual Fund specified under section 10(23D)

5.TDS should be made at nil rate or at a lower rate if the certificate to that effect is obtained by any resident payee on an application made in Form 13 C from the Income Tax Authority and such certificate is furnished to the person paying the contract

6.The provisions of this section would not apply to payments made for hiring or renting of equipments 

7.Service contracts would be covered by this Section



	4.
	194-I, 196, 197
	Rent
	· Where payee is Resident person other than company 20.4%

· Where payee is Domestic company 20.4%

· Where payee is Non Resident person other than company 20.4%

· Where payee is Foreign company 20.4%
	Any person not being Individual or HUF
	At the time of credit of payment to the account of the payee or at the time of payment to the payee whichever is earlier

IMP: 1.No TDS should be made 

· when the amount of rent paid or payable or the aggregate amount of rent paid or payable or likely to be paid or payable during the financial year does not exceed Rs. 120000

· when the payee is Government, RBI or any corporation constituted under any Act which is exempted from Income Tax under that Act or a Mutual Fund specified under section 10(23D)

2.TDS should be made at nil rate or at lower rate if the certificate in Form 15AA to that effect is obtained on an application made in Form No.13 by any payee (including any non resident payee) from the Income tax authority and such certificate is furnished by the authority directly to the person paying the amount of rent under the advice to the payee.

	5.
	194J, 196
	Fees for professional or technical services
	· Where payee is resident other than company 5.1%

· Where payee is Domestic company 5.1%
	Any person not being Individual or HUF
	At the time of credit of payment to the account of the payee or at the time of payment to the payee whichever is earlier

IMP: 1. No TDS should be made 

· where the amount or the aggregate amount credited or paid or likely to be credited or paid during the financial year does not exceed Rs. 20000

· where the payment of fees is credited or paid before 1-7-95

· when the payee is Government, RBI or any corporation constituted under any Act which is exempted from Income Tax under that Act or a Mutual Fund specified under section 10(23D)

2. TDS should be made at nil rate or at a lower rate if certificate to that effect is obtained by the payee on an application in Form No. 13 E made to the Assessing Officer and such certificate is furnished by the payee to the person paying fees



	6.
	Long term capital gain 
	195,197
	· Where payee is Non resident Indian (an individual being citizen of India or a person of Indian origin who is not resident )

(a) In case of   long term capital gains referred to in section 115 E 10.2%

(b) In any other case 20.4%

· Where payee is Non resident person other than company 20.4%

· Where payee is Foreign company 20%


	Any person 
	At the time of credit of payment to the account of the payee or at the time of payment to the payee whichever is earlier

IMP: 1.No TDS should be made when the payee furnishes a certificate in Form No. 15 AA or 15 E obtained by him from the Income Tax Authority to the person paying the payment

	7.
	Any payment of income chargeable under the Act which is not covered by any other section relating to TDS
	195, 197
	· Where payee is Non resident person other than company 30.6%

· Where payee is Foreign Company

(a) Where the fees for technical services is payable in pursuance of an agreement made after 29-2-1964 but before 1-4-76 and which has been approved by the Central Govt.

50%

(b) Where the fees for technical services is payable in pursuance of an agreement made after 31-3-1976 but before 1-6-97 and which has been approved by the Central Govt. 

30%

(c) Where the fees for technical services is payable in pursuance of an agreement made on or after 1-6-97 and which has been approved by the Central Govt.

 20%
	Any person
	At the time of credit of payment to the account of the payee or at the time of payment to the payee whichever is earlier

IMP: No TDS should be made when payee furnishes a certificate in Form No. 15 AA or 15 E obtained by him from the Income Tax Authority to the payer of income 




OBSERVATIONS

Penal interests charged for A.Y. 2001-02 for short deduction/unequal instalments of TDS

Salary               Rs 23601

Rent                  Rs 235

Contractor        Rs 1190

Professional      Rs 105

Shortage in depositing TDS during F.Y. 2001-02

Contractor (Plant I)

 Month          Amount

 May             Rs. 99

 June             Rs. -10(excess)

August          Rs. 465

September     Rs. 61

Contractor (Plant II)

Month          Amount

Sept.             Rs. 14

November    Rs.  8
Professional (Plant I)

Month          Amount

August          Rs. 536

TDS on Salaries

Till the date of Audit of TDS i.e.22nd Jan no Declaration Forms had been taken from the employees

Aashutosh Sharma had a rental income of 4500 p.m. during the F.Y. 2000-01which was reported by him in the month of FEB and as a result it resulted in short deduction of TDS and consequently TDS of Rs. 15000 was cut on 7/3/01 whereas throughout TDS of Rs. 3100 was cut. For the F.Y. 2001-02 also no TDS is being cut in his case, the explanation being given that he will purchase Rs. 20000 worth of Infrastructure Bonds and will invest Rs. 40000 in PF

R.S. Chauhan has not furnished loss of H.P. for F.Y. 2001-02 of Rs. 64200 in form 12C but it has been taken into account for determination of TDS

Anurag Surana No TDS is being made for F.Y. 2001-02 despite tax of Rs 25000, reason being given that he has loss of 30000 in HP (no form 12C given), he will take Rs. 10000 worth NSC, he will take Rs.6500 worth LIC, will make saving of Rs. 10000

Bir Singh Dagar Despite a tax of Rs. 13550 no TDS being made. Explanation yet to be given

Vinod Kumar Ist Despite a tax of Rs 1200 no TDS is being made, reason given that he will make a saving of Rs. 6000

Sher Singh Rs 2700 for LIC taken into account for determination of TDS but no proof of the same taken

Surender Yadav Despite tax of Rs. 1980 no TDS made explanation being that he is paying rent of Rs. 1500 but no proof of the same taken

Hari Singh LIC amount of Rs. 13000 taken into account but will take the proof later

Radhey Shyam LIC amount of Rs.3200 taken into account but will take the proof later

Kartar Singh will give the proof of Rs. 4800 for LIC and will make a saving of Rs. 5000. No TDS is being made

Giriraj Singh will make a saving of Rs. 5000 and will give the proof
For the F.Y.2000-01 for all the workers TDS deduction was started in the month of October and for the F.Y. 2001-02 also TDS for the workers has been started in the month of July. 

Photocopies of the second page of Form 16 (wherein TDS deducted and deposited during the year mentioning the dates are given) were refused by Mr. R.K. Maheshwari saying that it increases the photocopying costs. Noting of the details of the TDS has been made

For the following employees the TDS instalments made during the F.Y. 2000-01 were highly unequal and as a matter of fact no Declaration Forms were taken from them:

SK Arya 

Anand Swaroop

JV Jain

AK Grover

NC Jain

SK Gupta

BB Bhatia

SR Sharma

P Arya

V Jain

Photocopies of the second page of Form 16 (wherein TDS deducted and deposited during the year mentioning the dates are given) were refused by Mr. R.K. Maheshwari saying that it increases the photocopying costs. Noting of the details of the TDS has been made

TDS on Rent

 Seen and found in order

TDS on interest other than interest on securities

A delay was observed in deposit of TDS in the following case

Particulars                           Interest       TDS          TDS            Due date        TDS 

                                                                  amount     booked on   of deposit    deposited on

Payment of interest to           3590883       920277      30/9/01        7/10/01        30/10/01

Maruti for the second

 quarter of July to Sept.                      

TDS on payment to contractor

Seen and found in order

TDS on payment of technical services to foreign parties

No agreement with NORDA SPA (Italy) and ROFIN BAASEL (Singapore) wherein TDS has been cut at 20% and 15% respectively. Interest in DTA with these two countries will be checked with Mr. Arya.

TDS on payment of professional fees

No TDS was made on the following payments to MCS Limited for payment of Professional services for the month of May whereas on the same payment of Rs.2083 [25000/12(no of months)] TDS was made for the other months 

V.No.                       Particulars                                                                                     Amount
JMW 21020074       Demat Charges
                                Fixed Annual Maintenance charges for providing connectivity     Rs.2083
                                with NSDL/CDSL for offering depository services to your

                                shareholder for month of April (25000/12)

JMW 21020078      Fixed Annual Maintenance charges for providing connectivity     Rs.2083
                                with NSDL/CDSL for offering depository services to your

                                Shareholder for month of May (25000/12)

No TDS was made on one payment of Rs. 18900 made to Bharat Bhushan, reason being given that it is a reimbursement. Exact description being:

V. No.                 Particulars

JMW 21050147  out of pocket expense of Rs. 2100 per year (9*2100  = 18900) which                                                           
                            dictation, typing, court fees, printing, and adequate number of copies

                            photostat, preparation of paper book and other OOP expenses.

No TDS was made on one payment of Rs 3150 to Jain S.Kumar & Associate. V. No. JMW 21030043 although payment to him exceeds Rs. 20000 in the year and TDS is being made on the other payments. Explanation will be given 

Photocopies of the above invoices were refused by Mr. R.K. Maheshwari saying that it increases the photocopying costs. Noting of these invoices has been made


