Tax deducted at source (TDS)
	Section
	Nature of payment
	Rates
	Exemption limit 

	192
	Salary
	Rates as applicable to individual
	Basic exemption applicable


	193
	Interest on securities
	10%
	Rs 5000 and for 8%saving Bonds,2003 –Rs 10000

	194
	Dividend u/s 2(22)(c)
	10%
	Up to RS 2500 during a F.Y  in case of an individual 

	194A
	Interest other than securities
	10%
	RS 10000 if payment made by the banking co ,co-operative society ,Post office.
Any other person  RS 5000

	194B
	Winning from lotteries and crossword puzzles
	30%
	RS 10000

	194BB
	Winning from race horse
	30%
	RS 5000

	194C
	Payment to contractor n sub-contractor
	Individual  /HUF  1%

Others 2%
	RS 30000 per contract value or credit less than RS 75000 p. a aggregate

	194D
	Insurance commission
	10%
	RS 20000 p.a 

	194E
	Payment to non-resident sportsman or entertainer who is non resident (income by way of advertisement ,remuneration for articles on sports etc )
	20%
	-


	194E
	Guaranteed sum in relation to any sports or games played in India 
	20%
	-

	194EE
	National saving scheme
	20%
	RS 2500 or payment made to heirs of the deceased assesse

	194F
	Repurchase of  units
	20%
	NIL

	194G
	Commission on sale of lottery
	10%
	RS 1000 p.a

	194H
	Commission on brokerage
	10%
	1. RS 5000
2. Commission payable by BSNL/MTNL

	194I
	Rent
	Rent of pl &Mach 2%

Rent of Land &Bldg., furniture 10%
	1. RS 180000 in a financial year
2. Payee in Govt /Local authority 

	194J
	Professional or technical fees ,royalty 
	10%
	RS 30000 in a financial year 

	194LA
	Compensation /enhanced compensation on compulsory acquisition 
	10%
	Rs 200000

	194 LB
	Interest on Infrastructure Debt Fund u/s 10(47)
	5%
	-

	195
	Interest or any other sum chargeable as income (other than income from salary ) payment to non resident other than Co. Or foreign co 
	As specified by finance act
	Dividend referred in section 115 O

	196 B 
	Income in respect of units referred u/s 115AB purchased in foreign currency or income by way of LTCG from such units(Payment to any of shore fund  ) 
	10%
	

	196 C
	Income in respect of interest on bonds & dividend from shares  referred u/s 115AC purchased in foreign currency or income by way of LTCG on transfer of Bonds (Payment to Non Resident person )
	10%
	

	196 D 
	Income from securities in sec 115  AD (1)(a) (not being dividend ,STCG ,LTCG )(Payment to foreign Institution Investor )
	20%
	


                                  Section Wise Notes :-
1. Section 192 Salary :-

a) Every employer shall estimate  the taxable salary of employees at the beginning of the year & if it is more than basic  exemption ,then the employer shall calculate tax on such salary as per slab rates .The amount of tax deducted on such salary  is divided by 12 months & the monthly TDS should be deducted from monthly salary .

b) The employee may inform his “other incomes” & chapter VI –A details to employer for the purpose of TDS .However ,employee cannot inform his losses & donations to charitable Institution (House  property  losses cannot be informed )
2. Section 193 Interest on Securities :-

In the following  cases ,there is no requirement of deducting TDS :-

a) National defence bonds held by an individual 
b) National Development Bonds 

c) National Defence Bonds 

d) National Defence Loans

e) Gold Bonds held by an Individual where nominal value does not exceed Rs 10000 at any time
f) Central/State  Government  Securities (No TDS ) However ,in case of 8% savings Taxable Bonds ,2003 TDS is deducted if interest exceeds Rs  10000

g) Securities held by LIC/GIC

3. Section 194 Deemed Dividend (No points to be discussed )
4. Section 194 A Interest other than Interest on Securities 

In following  cases ,there is no requirement of deducting TDS:-

a) Interest paid by bank on Saving A/C

b) Interest paid to bank (on any transaction )

c) Interest paid to partners by partnership firm 

d) Interest on Post office monthly Income Account ,post office Time Deposit Account ,post Office recurring Deposit account ,Indira Vikas Patra, National Saving certificate ,Kisan  Vikas  Patra 
5. Section 194 BB/B Winnings :- If the winnings is in kind then the payer should recover the amount of tax from the winner & that the prize should be released
6. Section 194 C Payment in pursuance of contract

a) As per section 194 C ,contract means “works contract”& it includes ABC2JL (for services )

A- Advertisement

B- Broadcasting & Telecasting 

C- Catering

C2- Carriage of goods & passengers by any mode of transport (except railways )

J- job Work (manufacturing as per the specification of customer /out of materials supplied by such customer )

L- Supply of Labour 

b) A case of contract for goods transport there is no requirement of deducting TDS (provided the receiver furnishes his PAN ) 

7. Section 194 D Insurance commission

8. Section 194 E  payment to NRFC Sportsman :- in case of Non Resident the rate of TDS shall include Education cess 
9. Section 194 G/H  lottery /other commission/brokerage 

Commission /Brokerage is subject to TDS ,if such commission/Brokerage   is for agency of goods /assets/properties (excluding securities )

10.  Section 194 I TDS on Income by Way of rent 

Normally, TDS is deducted on the amount payable (including service tax ),but in case of rent ,TDS is deducted on the amount of rent (excluding service tax)
11. Section 194 J fees for professional /Technical Services /Royalty & compete fees

In case Individual /HUF ,TDS will not be deducted if the fee for professional services is paid or credited exclusively for personal use 
12. Section 194 LA compulsory acquisition

13.  Section 194 LC Income by way of Interest from Income from Indian company 

14. Section 195 TDS on Non Resident or Foreign Companies 

1. The obligation to TDS u/s 195 applies & extend to persons ,resident or non resident whether or not the resident has –

a) a residence or place of business or business connection in India  or

b) any other presence in any manner whatsoever in India 
2. For the purpose of TDS on any income payable in foreign currency ,the rate of such currency as on the date of tax on which tax is required to deducted at source .

15. Section 196 Any sum payable to Government ,Reserve Bank 
TDS will not be deducted in respect of any payment by way of interest or dividend on any securities or shares owned  or in which beneficial interest is held or any other income payable to :-

a) The government 

b) RBI

c) A corporation established by or under a central Act which is under any law for the time being in force is exempt from Income Tax on its income  or

d) Mutual Fund specified u/s 10 (23D)  
General Notes 

1. When to deduct TDS/Deposit TDS

	Nature of Payment
	When to deduct
	When to Deposit 

	Salary , Winnings & compensation 
	Actual Payment
	7th of Next month

	Other payments
	At the time of actual payment

At the time when party’s account is credited 

Whichever is earlier 
	7th of Next Month


 Notes :- 
1. If TDS is deducted in the month of March then it should be deposited up to 30  th  April 

2. Section 197A  No TDS on Interest    In respect of interest income TDS is not deducted if the receiver furnishes a declaration in form 15 G to the payer (declaration that his total income is below basic exemption (form 15H ,in case of senior citizen )
3. Section 197 No TDs /Low TDS 

Under all sections except section 194 BB/B/E ,the receiver can make an application in form 13 to the A.O. (for no TDS /low TDS ) If the A.O. is satisfied, he should issue a certificate  of no TDS /Low TDS .       

TDS Returns 


                                                                     
	Quarter ended on 

	Due Dates

	   June 30
	15th July

	September 30
	15th October

	December 31
	15th January

	March 31
	15th May


4. Failure to Deduct/Deposit TDS 
	Failure to deduct
	Failure to Deposit

	Interest u/s 201 (1A) @1% p.m.  or part thereof 
	Interest u/s 201 (1A)@1.5% p.m. or part there of

	Penalty u/s 271 C  amount of penalty is equal to amount of TDS 
	Prosecution u/s 276 B (3 months – 7 years )


Section 198/199    As per section 198,the receiver should show gross amount in his computation 
As per section 199 , the receiver shall get the credit of TDS 
Section 40 (a)                              Payments

To  residents 


                                               To Non residents 

TDS not deducted

TDS deducted during
TDS not           TDS deducted 
Expenses allowed

P.Y.



deducted 
    during P.Y.

 allowed only if 






It is paid up to the               Expenses




Due date of filing return    disallowed
 Deducted during April-Feb

                  Deducted during March 
Allowed if TDS is deposited 

  Allowed if TDS is deposited up to 

Up to 31st  March of P.Y.


      30th April of P.Y.

Notes :- if the above rule is not followed ,then the expenditure is disallowed in the current P.Y. but it will be allowed in the future P.Y. (in which TDS is deposited )

5. Furnishing PAN 

In all the transactions subject to TDS the receiver is required to furnish his PAN or if he furnishes a wrong PAN then TDS is deducted @20% or the actual TDS rate, whichever  is higher )
6. Effect of Surcharge & Education cess 
Normally surcharge & Education cess are ignored while deducting TDS  .However ,there are  3  exceptions as follows :-

a) Payment of salary 

TDS = Basic Salary +EC @3%

b) Payment to non residents 

TDS= Basic rate +EC@3%

c) Payment to foreign company 

TDS = Basic Rate + SC@2% +EC@3%


(40%)

if payment exceeds 1 crore

7. TDS Certificate 
The payer shall issue a TDS certificate to the receiver (Form 16 in case of salary & 16A , in any other cases )

