
*
b,

c.

d

Deductionof taxatsourcerrr*puy,n"rot"ri;#;;;ffi iloilis::l rf
159. The provisions of section l94C are $ven below-

159.1 Who is raponslble for tw dedaclion - Any person resporsible for paying any sum to any resident
contractor for carrying out any.work linihiding supply of labouifor ,inyirg out ani work) in

pursuance of a contract betw eena spec:/lied personandtheieiident contractor is re{uiied to deluct tai at
source,

Speciludpuson'lfuwningol-Tax is deductible undersection 194C(l)only if payment is made inpursuance
ofa contract between a specified person and a resident contractor, fhe folioiving are 

-specified 
persons' for

this purpose I

the CentralGovernment or any State Government;or

any local authority; or

any corporation established by or under a central, state or provincial Act; or

any company;0r

any co-operative society; or

any authority constitutedjn Indiaby or underanylaw, engaged eitherfor the purpose of dealingwith and
satisfying the need for housing accommodation or for the pupose of planning, deveb[ment or
improvement of cities, towns and villages, or for both;or
any society registered under the Societies Re$stration Act, I 860 or under any law conesponding to that
Act in force in any part of India; or

h anytrust;or

i any Univenity established or incorporated by or under a Central, State or ProvincialAct and an institution
declared to be a University under section 3 of the University Grants Commission Act, 1956 ; or

i any foreign,Government or a foreign enterprise or any association or body established outside India
(applicable from 0ctober 1,2009) oi

k any firm;or

I any individual orllUF whose books of account are required to be audited under section 44AB(d)/(&
during the immediately preceding financialyear and sum credited/paid is not exclusively for peisoni
purp0ses;0r

m (with effect from June 1, 2008) AOP/B0I whose books of account are required to be audited under sectioo
aalBk)l(b) during the immediately preceding financial year.

l59,2When twhas tobe deductedat source.Taxis to be deducted either at the time of credit of such suru
to the account of the payee, or at the time of payment thereof in cash or by issue of cheque or by any

other mode, whichever is earlier. For this purpose, any sum credited to any account, whether ialled*Suspense 
accounto or by any other name in the books of account of the payer, is treated as credit of such

'SeeFoot Note on page A.351,

e,

f
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ingome to the account of the payee- Accordingly, tax has to be deducted if amount payable to residentcohtracbr or sub'contractor isiiansferred to 
" 

""Surp"*" u"count' by the payer in his books of accoriual See
also para 154.1-7.

159.3 When no tax ls deducttbte. The provisions are gtven below*
t 
lrov2bns applicable from october I, 2004 - In insignilicant cases. Tax is required to be deducted at source

wheretheamountcreditedorpaid toacontractoror-su6"contractorexceearir.:qOOOtns,20,000 uptoJune
30' 2010)in asingJepayment orRs.75,000 (Rs.50,000 up toJune3Q 2010)in the adr"&ea"ringa hnancial
ye1r.-In-other words, tax shall not be deductible under section is+c it the foll-owiig t*o -iaition. *.satisfied-
a the amount of any (single) s]rm credited or paid (or Iikely to be credited or paid) to the contracror or sub.

c0[tractordoesnotexceedRs.30000(Rs.2o000uptoJu,,"30,2010J;and
b. th te of th f such

port
I the
'is a
ts to
tails

re

n
,r

u vrc aggregale or lne amounts or such sums credited or paid (or likely to be credited or paid) during thr. financial year does not exceed Rs. 75,000 (Rs. 50000 rd; il;.lii-i010).
o Payment or ctedit to tllns.porJ gperatot (applicable from acbber t, 2A0il - If recipient is a transpor
contractor (mlYbe a1 ldivi-d-ual finn, company or any other person) and he or it furnishes his pAN to thr
oeouctor, tax is not deductible with effect from October l, 2009. For this purpose, transport operator is i
person, who is in the business of plying, hiring or leasing goods carriages. Diductors who make payments t<
transporters without deducting TDS (as they have quoted mN; will bJrequirea to inti-ri" tfroJiei.I d;tr,il
to the Income-tax Department in the prescribed format.

, '_-P:l:!,":l l"rposa 'Payment by an individual or HUF to a resident contracror for personal purposes is nor
subject to tax deduction even after the amendment of section l94c(1) from June \,zaw. .

', tSmalltranspott.sub-co-ntmctor(applicableduringtunel,2005andSeptember3a,2wgl-Taxisnotdeductibleatsourct
rtrder section l94C during June l, 2005 and September 30, 2009 if thofollowing conditions are satisfied-' L Consideration for work contract is paid or payable by a resident contractor to a resident sub.contractor.

. 2 The resident sub-contractor is an individual
, ':l The aforesaid amount is paid or payable to the sub-contractor during the course of business of plying, hiring or leasingr 3rcds carriages,

[ 
{ the resident sub'contractor does not own more than two goods carriages at any time during the previous year.

I 
I The resident sub-contractor submits a declaration to the payer in Form No, lS-L

I 
fthe above co:rditions are satisfied, the payer (ie, resident contractor) will not deduct tax at source under section 194c

I rDe payer shall turnish *re details of above payment to the prescribed income-tax authority in Form No. I 5J on or beforr
i 

}une 30 after the expiry of the financial year,"
Frl:9.4Yno* aco,ntractor/sub'contrqctor- Inordertoreducethe scopefordisputesregardingclassification

E1::_"":.1 as sub'contract, tle same rate of TDS has been specified jwith effict fronioctob-er 1, 2009) for
$Flments to both contractors as well as sub-contractors.

ft139.5 
Meantng of 

,work confiact - Provisions of section 194C relating to tax deduction from payment to
E- contractors/sub-conlractors are applicable only where contrait is either a'work 

"ontru.t" 
ory

E-contract 
for supply of labour for works contract'. These provisions ar€, therefore, not applicable for

fFlments made under contract for sale of goods.

b.!::l,*.!rfined in.section.l94C - The expression "work', shall include (a) advertising (&) broadcasting

[:!,telecfting including production of programmes for such broadcasting or telecastlng ic) carriage oi
[lmas and passengers by any mode of transport other than by railway, andl{ catering.

[It .fl*t from october l, 2009, the expression "work'shall also include manufacturing or supplying a
Ig,u"t ufrding to.the.requirement or specification of a customerby using mdterial purciased fio* .uit,
I$t-"T,:::{:*ev"er, it will not include manufacturingorsupplyng aproduit according to the requirement
Fspecitication of a customer by using material purchased fromi person, other than-such customer.
jE,9.6 TDS rates' With effect from October 1,2009, the following TDS rate will be applicable under sectionIrcc-

r Ie6

: f, the recipient is any other person 296
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159.6-l 1THER porlvrs - The following points should be noted_
'l' There is no surcharge, education cess or secondary and higher education cess under section I 94C duringthe financial year 2013-14.

2' If the recipient is a transport operator (ia, in the business of plying, hiring or leasing goods carriages) andhe furnishes his PAN to thi payer, roi rli. t ,,i-with effect ri"* 6"i"t"ii, zoos. If pAN is not furnished,then tax will be deductible it the rate of I per cent 6f the.e"ipi.rt ir r"alriaral/Hu$ or 2 per cent (if the
It"tPi:'J j: Pv other person) during october I , 2009 and Mrrdr, i r, ibiolnJ ar the rate of 20 per cent fromApril l, 2010 onwards.

3' If the recipient does not furnish his PANto the deductor, tax wili bededucted (wirh effect from April 1,2010)at the rate of 20 per cent. pAN of the deauctee st orld be mention;Ji, ;;;;;"*"spondence and documentwhich is exchanged between the deductor ana a"a".t 
". 

-

4' In the case of r'r'ork contract being manufacturing or suppll,ing product according to the specification ofcustomer (by using material purchised from such customer), TDS shall be deducted on the invoice valueexcluding the value of material purchased fro* iu"r, "rtto*;;iir-ull;;i;is menrioned separately in theinvoice' where the material cornponent t ur nli il."n separately mentioned in the invoice, TDS shall bededucted on the whole of the invoice;"1";.- 
--" -

5' Tax is deductible on the entir:e consideration including service tax, if any.
159'7 Cladftcattons ftom the Baard' The Board has issued the following clarifications on section l94c:
159'7'1 ADVERTISINGCONTRACT' If an ad,verrising agencygives a consolidated bill (including charges forart work and other related jols as well as pay i,"iili i"aA $.ild;;il; *ill have to be made under sectionI 94c' The advertisins asencies shall have to aeaucil"* ut source at the rate of l0 per cent under section 194.Iwhile making puy*inti to artists, *.to.r, *oa.ir, etc.*Circ,rlar No. 715, clated August g, 1995.

1 
Palment ((ctly to print media/Doordarshan for release to advertbemerrs - The payments made directlrto print and electronic mediawauldbe co,ered unde, section ig4a;;;;;; 

".e 
in the narure of paymensfor purposes of advertising' It may, horu"reit* 

"*"a 
tirut the payments made direcrly ro Doordarshan mavn,t be subjectedtotax deduction as-Doordrrrt 

"o, 
a"ingu C#il;;;;;;;, is notliable toincome-tax-Circular No. 715, dated August g, 1995.

t Paymentby an advettisingagenc! toprintmedia/electronicmedra- It is not subject to tax deduction undersection l94C-Circular No.7iZ, dlted August 14, 1995.
c" sponsorship.of $@try is advertbem.errs- The agreement of sponsorship of debates, seminaru and othertunctions in schools/colleges/associations is in ess'ence an agreement for carrying out a work of advertise-ment. Therefore, provisions of section lgac shaliapply*circular No. 715, dated August g, lg9s.t Aduertisement in sou"tenirs- Tax has to be deducted on payments for cost of advefiisements issued in thesouvenirs brought out by various organisationi-ci.""d hi;.-ilia""Jirsr" 8, I995.
' Payment ol putting up a hoarding' The contract for putting up-a hoarding is in the nature of advertisingcontract and provisions of section-I94c would be applicable.rf, however, u pe.oon has taken a particuiarspace on rent and thereafter sublets-the same tutty oi u fa.t f;;;;;;hilp j r,."iai"g, r* *"rri u. 6"u_to tax deduction under section 194-I and not l94i-circular No. z15, datcd Augusr g, 1995.
ls9'7'2 BROADCASruVG /TELECASTING C0Nr&/tcrc - once there is a specific provision introduced b}. rra,r,of 

-ar. 
Expln'nation to section 194C, to bring within its ambit contractuafwork-.onc"rning troadcasting ogld
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telecasting', the revenue cannot resoft to section 1941 which i, in;;.;;;;#;#;f;;;;#:;;&
**:l:lL::l:i:T:T* income rrom srt:Td;;J ;&:Ai;;;;;; , aii"iiii rniii,;;;;;;;mofIndia)[2ffi7]158Taxman470/2g2ITR5801oeihi1.|D,w4a@''ll6
r Payment rnade bv a cable operator to get license of T\r channels is payment for a u,ork contract pertaistelecasting rights and covered by til;;l-dc-?irukshetra Darpans (p.)Ltd,i,. c,,rr[200g] 169 Taxmaa(Punj. & Har.i"

159'?'3 PAYMENT t'&4DE To l'RAzEL AcEN'f /oR AN AIRLINE -.The paymenrs made to a travel 
"*"r, 

* ffairline for purchase of a ricket for travel *ouu *t b;;;i#;;;;;;;;;il;; ,;,ffi'X&.pdvity of the contract is betrveen the indipnvlly oI me contract ts between the individual nassenger and the airlinei travel agent, nol.withstand;rr! &efactthat the payment ismade by an entitym.rJilr"ai, ff" tion l94C/ll Thpnrnvieian n{ aansin^ roln It-nv mentioned in sectjon I 94C(1). Thepro!Lvon of segion Ig{C &^fL,
Y:::x:',:'l"y!::,'"r'y'.,':1,!::,"i3,y?rh...,a;;i.'"*;;l,,{ilffi Hf ;;:#:Tf i:-"',:il*
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rnentioned in section 1g4c-Circular No. 7f i, a*t*ct AujurtS," til;:
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The above provision shall apply mutatis mutandisto the tickets for travel of individuals by any other modeof transport also-Circulu. No. Zflla""a Augusr 2, tggl.t Payment rc clearing/forwarding agents vis-a-vis payment to traver agents-_payments to crearing andfor.warding agents foicarriacg^.r-s..iar i, ,ulrject to f,i' j.a""i[n 
", 

source under section 194c. The travelagent' issuine tickets on behalf of-the airlinerto. t.uu"ioii"a"iar*r p"r;;6;, ;;ld not be required rodeduct tax ai source 
"r 

h" a"t, ;;;;h"if ;-i th";;u;;;. i#;ormon of crearing and forwardins asenrs isdifferent' Thev act ,s inaepenalrri"oni.""too...Aly payment-made to them would, henbe, be liable fordeduction of iax at 19*qe"rr'ey *outJ 
"tro 

b. liaufuio'ilJ,,"i t"- at source while making paymenrs forcarriage of goods*Circular No. zts, Jut"i arguJ &1.9-9i. 
---'

o Payment made for caftiage ol documerrs-.The carriage of documents,letters, etc., is in the nature of carriageof goods and, therefo.., ;?;;iJ;;;i;;J*. rgac *?rid b.-iioacted in respect of payments made to rhecouriers-Circular No. ZiS, dated August-g, 199S.
o whether each GR b a separate contract 'Normally, each GR can be said to be a separate contract, if thegoods are transoofied 

^t 
o'" ti*". B;;;i;e goods uir t *rprn.d continuousry in pursuance of a contractfora specific period orquantity, e"ct, cn r'ifi;lrl;;6;il#'"o.,t.".t and ari GRs rerating tothatpenodor guantji/ wil be aggregated lor the puroo*orrr. tu* 6J,ft"iJn-circular No. 7 r 5, dated Augus t g, rggs.o Non-resident shiooing companies- section 172 is aself-contained 

"9g: 
for the levy and recovery of theItrfiii;Yi,::lt*mitl,*;.d;* *," riu.g"f tr*.Ju* within u*u*im.i* time orthtya"y.

The provisions of section 172 areto apply, notwithstanding anything containerd in other provisions of the Act.Therefore' in such cases, the ptouiriJ,irlir""tio.r, r94c;n; itirelating to tax deductior, 
"t 

source are not
f"'#X*J:;;ffiJ:l',::;m';;; il6r*t"d,i;;;;;;fi;d;;i;r.;r-;;;;;; in rndia by a ship

Section l94c deals with work contracts including carriage of goods and passengers by any mode of transportotherthan railwavs' This se-ction 
"ppii*i" 

p"yr*1t1ryi'a."u!, p".ron i"fe..e? to iricrairses 1r;to(l) of sub-section (l) to anv 'resident' (termid ui 
"oriru"tgr). 

Ir is 
"t"* rro* tt. ,""iionli,u;;h;;." of operation ofTDS is confined to payments made to any '.esiderrt'. o, til"tir;; hand, section 172 operates in the area of

ilIfiff':i.f,:'r:"r:|..from 
shipping business or non'..*iJ."t;. fi"', there is no overlipping in the areas of

There would' however' be cases where payments are made to-srypp1ng agelts of non-resident ship-owners orcharterer for carriage of passengerr, 
"tJ., 

Jrupp"d at a port in mdilliir.., the agent acts on behalf of the non-resident ship'owner or charterer] he stepr i"ilil" rird.ith;-prir.,pa. Accordingly, provisions of section r 72shall apply and those of sections igqt ;;j-' 5 *u il;;;yftil;* No. 723, dated September 19, t9e5.o Goods receit'ed' on 'freight to pay basis"- Payment.of freight would be subject to tax deduction even whengoods are received ori "i.?iglrr r;;;;rir;*ci."uru. No. zts, dated Augusr 8, 1995.
t 59'7''{ D2ES 1ATERING IN1LUDE iERVING FooDS IN RESTAIRANT- Tax deduction at source is not requiredto be made when payment is made ro.r..ri"fr"ril"l.".r"rrant in the normal course of runningof the restaurant/cafe-circllar N.. iil, aut"a a"e"'ri 8, lt9;.^ 

-'
I 59'7'5 PAYMENT To AN ELECTRICIAN- The payments made to an erectrician or to a contractor who providesthe service of an electrician will u. i" ir.," ""t"d$;;;.r made in pursuance of a conrract for
;:ffiHfi:,Tiffi- Accordinglv, p,uririon, of section rqlc*iu appry in suth cases-circutar No. zl5,
159'7'6 MAINTENANCE coNrRACrs - Routine, normal maintenance contracts which include supply ofspares will be covered under sectiort t9ac. Howevei, *t 

".. technical ..*i"". u." rendered, theProvisions of section l94J will apply in regard to tr* a"J""iil, 
"i 

,our"e-circular No. 715, dated August g,

159,7-7 FIXED DEfIOSIT COMMISSTON- FD commission/brokerage cannot be covered by section lg4c_Circular No. 715, dated August g, 1995. .

t 59'7'E PR?]UHEMENT oF 2RDERS- Rendering services for procurement of orders is not covered by sectionl94C but by section t 94J_Circutar Nl. i 1 5, d;;l;rgil, s, r gqS.
159'7'9 REIMBURSEMENT' section I 94c refers to any sum paid. Reimbursements cannot be deducted outof the bill amount for the- p-grnose of tix d.e;;ti;; ar source*circular No. zt5, datedAugust 8, 1995. [Seg however, para 166.71.'
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159'7'10 BIDII,IANUFACTUNNG 'ln the caseof bidinanufacturing industry payments made to munshis
{whogivetheworktotheworkerswhow-orkathome;aresubjecttotaxdeductiona[sourceunder

section l94C-circularNo,433,datedseptember25, rgss.Nrraxiqhowever,deductibleundersection l94c
if the worker (employed through the medium of ,grn9l wrf, ,* .rrrt u; U*g btditothetactory for quality
check and forgerting payments-circurar No.4dT, aitra ir* g, i9g7.
I 59'7'l I rDS c?RnilcA.rEs r0 c0Ns/6NEE - where the truck or such other goods cariages is booked by

the consisnor but the payment is made,by tt r *nJgnrc on deli*ry of the goodq the consignee
shallissue TDS certiiicate in the cases of the truck/goods.caniage operators within the prescribed time andin favour of such truck/goods'caniage operators-circular No] tlStJut dated June 2j,2006,
159 '7'12 H0IEIS ' serl/ices rendered by a hotel to its customers by providing different facilities/amenities

do not constitute 'work' within meaning of section ig-q( ) ewt hdin Hotets Ltdv , centralBoard
of DirectTwupl}gJ 179 Taxman 17 (Bom).

159'7'13 PAYL,IENTS sPEunEDUNDrn sECTnN wA(ff) -kexercise of the powers confened by section
l97A(lF) the CentralGovernmenthasnotihed tf,uttu* irauctionshallnotlr.ra, Oi;;;f,;;Januuy 1,2013)onthepaymentof thenaturesp-rfi:!il9-,if ;;rh;ry.enrismadebyapersontoabank

listed in the second sciiedure to ti,e nniari ,*rruding, rr** uri,r, -
a bank guarantee commission;

b, cash management ser,,ice charges;

c' depository charges 0n maintenance 0f DEIyIAT accgunts;

d charges for warehousing services for cgmrnodities;

e, undenvriting service charges;

f, clearing charges (MICR charges);

g' credit cud or debit card commission for transaction between the merchant establishment and acquirer'bank - Notification No, 56/2012, dated December r t, roiz, 
" " - '


