Provisions Regarding Tax Deducted at Source (TDS)

 For every assessee a question arises how income tax is recovered under Income Tax Act, 1961.
The Income tax is recovered by the department in the previous year itself as per section 190 of the act through:- 
· Tax Deduction at Source (TDS).
· Tax Collection at Source (TCS).
· Payment of Advance Tax.
· Self Assessment Tax (in Assessment Year).

Who is liable to deduct tax?
	Person
	Audit of Books of the immediately preceding Financial Year
	Does not Audit of Books of the immediately preceding Financial Year

	Individual/HUF
	Yes
	No

	Partnership
	Yes
	Yes

	Companies
	Yes
	Yes

	Others
	Yes
	Yes



	Sec  203A


 The Person needs to apply to the Assessing Officer for the allotment of “Tax Deduction and Tax Collection Account Number “.  

There are 19 Sections from Section 192 to 195 under which the tax has to be deducted are:
	Section
	Nature of Payments
	Time of deduction
	Threshold
Limit
	Where assesse is Company/Firm
Co-op Soc./BOI
Local Authority
	
Where assesse is Individual
HUF

	If No /
Invalid
PAN

	
	
	
	
	RATE
	RATE
	RATE

	192
	Salaries
	*
	-
	Average Rate
	20

	193
	Interest on Securities
	#
	-
	10
	10
	20

	194
	Dividends 
	*
	2500
	10
	10
	20

	194A
	Interest on other than securities - Payable by Banks/ Co-operative Societies 
	#
	10000
	10
	10
	20

	
	Interest on other than securities - Payable by Others
	#
	5000
	10
	10
	20

	194B
	Winning from Lotteries / Crossword Puzzle
	*
	10000
	30
	30
	30

	194BB
	Winning from Horse Race
	*
	5000
	30
	30
	30

	194C
	Payment to Contractors or Sub Contractors - Single Transaction
	#
	30000
	2
	1
	20

	
	Payment to Contractors or Sub Contractors - Aggregate during F.Y.
	#
	75000
	2
	1
	20

	194D
	Insurance Commission
	#
	20000
	10
	10
	20

	194E
	Payments to Sport men or Sport Association (for non-resident)
	#
	-
	20
	20
	20

	194EE
	Payments out of deposits under NSS (National Saving Scheme)
	#
	2500
	-
	20
	20

	194F
	Repurchase of units by MF/UTI
	*
	1000
	20
	20
	20

	194G
	Commission on sale of lottery tickets
	#
	1000
	10
	10
	20

	194H
	Commission / Brokerage
	#
	5000
	10
	10
	20

	194 I
	Rent - Plant / Machinery
	#
	180000
	2
	2
	20

	
	Rent - Others
	#
	180000
	10
	10
	20

	194J
	Professional / Technical Charges / Royalty
	#
	30000
	10
	10
	20

	194LA
	Compensation on acquisition of Immovable Property (other than agricultural land)
	*
	200000
	10
	10
	20

	194LB
	Interest on Infrastructure Debt Fund (received by non-resident/ foreign company)
	#
	-
	5
	5
	20

	194LC
	Interest from Indian Company to non-resident
	#
	-
	5
	5
	20

	195/196E
	Payment to Non-Residents
	#
	-
	RATE IN FORCE



Time of deduction:
*   At the time of payments.
#  At the time of credit to account or payment whichever is earlier.

Major aspects considered in above sections:
· Interest other than securities U/s 194A:
· Payment of interest to non-resident is covered u/s 195.
· Following incomes are excluded from deduction:-
· Interest on saving accounts, recurring deposit, etc. payable by banks.
· Interest paid by firms to partners.
· Interest paid by co-operative society to the members or other co-operative societies.
· Income by way of interest on the compensation amount awarded by The Motor Accident Claims Tribunal where the amount does not exceeds `50000 in aggregate.

· Payment to Contractors or Sub – Contractors U/s 194C:

 “Work” includes the following:
· Advertising.
· Broadcasting and Telecasting including production of programmes for broadcasting and telecasting.
· Carriage of goods or passengers by any mode other than by railways.
· Catering.

· Rent U/s 194I:

 “Rent” means any payment, by whatever name called, under lease, sub-lease, tenancy, or other agreement or arrangement for the use of any:-
· Land.
· Building (including factory).
· Land appurtenant to a building.
· Machinery.
· Plant.
· Equipment.
· Furniture.
· Fittings.

· Professional /Technical Charges/Royalty U/s 194J:

· Professional services means services rendered by person in course of legal, medical, engineering, architectural, accountancy, consultancy, company secretary, interior decoration, advertising, film artist, sport persons, umpires & referees, coaches & trainers, team physicians, event managers, commentators, anchors and sport columnists. 
· Services means managerial services, technical services, consultancy services.
· It does not include consideration for ant construction, assemble, mining, or like projects.

What if the total income of an assessee if is less than taxable income or wants lower deduction?

	Sec  197


Tax at Lower Deduction: 
The assesse may apply to the Assessing Officer for the lower deduction. If A.O. satisfied he may allow him. 

	Sec  197A


No Deduction of Tax: 
The assesse may apply to the Assessing Officer for the no deduction of tax in prescribed forms (15G/15H). If A.O. satisfied he may allow him.
 
	Sec  200


Duties of Person Deducting Tax:
· The person should deposit the sum so deducted to the credit of the Central Government within the prescribed time.

Rule 30: Prescribed time and mode of payment.

	Person
	Mode of Payment
	Due Date of Deposit

	Government Offices
	Book Entry
	On Same Day

	Others or Government Offices
	Through Income Tax Challan
	On or before seven days from the end of the month in which deduction is made. Where the deduction is made in month of March, the time limit is on or before 30th April.



· The person is responsible to prepare the TDS statement containing the TAN details, Quarter, Challan details, Name, PAN of the deductee (assessee), Amount Paid, Amount Deducted, Amount Deposited, Date of Payment, Date of Deduction, Section Head, etc. which are mandatory requirement u/s 206AA.

	Type of Statement
	Form No.

	Salary
	24Q

	Non – Salary
	26Q

	Non Ordinary Resident or Non- Resident
	27Q




· File the TDS statement prepared in electronic mode at TIN-FC by uploading .fvu file (system generated) along with Form 27A, in accordance with section 200(3).

The Due Date for filing TDS Statement are:

	Date of ending of Quarter
	Due Date
	Due Date

	
	Non – Government Deductor
	Government Deductor

	30th June
	15th July
	31st July

	30th September
	15th October
	31st October

	31st December
	15th January
	31st January

	31st March
	15th May
	15th May



	Sec  203


· The Deductor has to issue Certificate for Tax Deducted

	Type of Certificate
	Period
	Due Date

	Form 16 (In case of Salary)
	Financial Year
	30th May

	Form 16A (In case of other than salary) which has to be downloaded from www.tdscpc.gov.in
	Quarter ended 30th June
	30th July

	
	Quarter ended 30th September
	30th October

	
	Quarter ended 31st December
	30th January

	
	Quarter ended 31st March
	30th May



	Sec  201


Consequences of Failure to Deduct or Pay	

· The person if does not deduct or pay the tax then as per the act he will be deemed as assessee in default.
· The assesse will not be deemed as assessee in default if he paid the interest charged to him u/s 201(1).
· Interest of 1% for every month is levied on non-deduction.
· Interest of 1.50% for every month is levied on failure of payment.

Penalties under The Income Tax Act,1961 

	Section
	Nature of Default
	Penalty Leviable
	Remarks

	271C
	Failure to deduct tax at source as per chapter XVII-B or to pay any part of the tax as required by – (i) Section 115-O(2) or (ii) the proviso to section 194B
	A sum equal to the amount of tax which he failed to deduct or pay.
	With effect from 1.10.1998, penalty under sections 271C/271CA/271D/271E shall be imposed by the Joint Commissioner.

	271H (a)
	Failure to furnish TDS/TCS Statements.
	`10,000 to `1,00,000.
	No penalty would be Leviable if the person proves that after paying tax deducted or collected along with the fee under section 234E and interest, if any, to the credit of the Central Government, he had delivered or caused to be delivered the TDS/TCS statements before expiry of one year from the time prescribed for delivering or causing to be delivering such statement.

	271H (b)
	Furnishing incorrect information in the said statements in respect of tax deducted or collected on or after 1.7.2012
	`10,000 to `1,00,000.
	-

	272A(2)
	Failure:
To furnish a certificate as required in section 203.
To deliver or cause to delivered a copy of the statement within the time specified in section 200(3).
	`200 for everyday during which default continues.
The amount of penalty shall not exceeds the amount of tax deductible.
	-

	272BB
	Failure to comply with the provisions of sections 203A Quoting false TAN willfully in challans/certificates/statements/other documents referred to in section 203A(2).
	`10,000
	-



So, the person has to Deduct Tax, Pay Tax, File TDS Statements, Issue TDS Certificate carefully and on timely basis.

Then TDS is not TEDIOUS
To Deductor
To Deductee
To Department
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