
TAX DEDUCTION AT SOURCE [TDS]

By : CA Abhijit Sawarkar1

www.taxguru.in



INDEX

1. INTRODUCTION

2. SURCHARGE & EDUCATION CESS ON RATES OF TDS

3. S 197: CERTIFICATE FOR DEDUCTION AT LOWER RATE

4. S 197A: NO DEDUCTION TO BE MADE IN CERTAIN CASES

5. S 197: SUMMARY CHART

6. S 206AA: REQUIREMENT TO FURNISH PERMANENT ACCOUNT NUMBER

7. S200: DUTY OF PERSON DEDUCTING TAX

8. TIME LIMIT FOR PAYMENT OF TAX

9. TIME LIMIT FOR FURNISHING RETURNS

10. S203: ISSUANCE OF TDS CERTIFICATE

11. SOME PROCEDURAL ASPECT OF TDS

12. S 201: CONSEQUENCES OF FAILURE TO DEDUCT OF PAY TDS

13. PENALTY SUMMARY (WEF 01.07.2012)

14. S 192: TDS ON SALARY 2

C
A

A
b

h
ijit

S
aw

ark
ar.

www.taxguru.in



15. S 193: TDS ON SECURITIES (PAID TO RESIDENTS)

16. 194: TDS ON DIVIDENDS (PAID TO RESIDENTS)

17. S 194A: OTHER INTEREST – RESIDENT

18. 194C: PAYMENTS TO CONTRACTORS

19. QUICK QUESTIONS

20. QUICK QUESTIONS: ANSWERS

INDEX

33

C
A

A
b

h
ijit

S
aw

ark
ar

www.taxguru.in



INTRODUCTION

Tax Collection Mechanism: Assessee requires to pay
tax on his income by way of:

 Deduction & Collection of Tax at source:
 Governed by Section 192 to 196D

 Direct Payment by assessee i.e. Advance tax or Self
Assessment tax:

 Section 191
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SURCHARGE & EDUCATION CESS ON RATES OF TDS
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S. 197: CERTIFICATE FOR DEDUCTION AT LOWER RATE

 If AO satisfied that total Income of recipient justifies
deduction at lower rates or no deduction at the time
of payment at the rates in force under the provisions
of section 192, 193, 194, 194A, 194D, 194-I, 194K,
194L and 195.
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S 197A: NO DEDUCTION TO BE MADE IN CERTAIN CASES

 Notwithstanding anything contained in section 194 or
section no deduction of tax shall be made in TDS in the
case of an individual, who is resident in India, if his
estimated total income of the previous year in which
such income is to be included in computing his total
income will be nil. (Self Declaration has to be Made).

 Deduction of Chapter VIA to be ignore while
calculating total income.
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S 197: SUMMARY CHART

Section Income Certification Deduction

197 Lower Income

(All)

AO Certification Lower Deduction
OR

No Deduction

197 A
(1A)

Pervious Year
Total Income is
Nil / Below limit
(Individual)

Self Declaration No Deduction

197 A
(1B)

Pervious Year
Taxable Income
is NIL
(Individual)

AO Certification Lower Deduction

OR

No Deduction

8
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S 206AA: REQUIREMENT TO FURNISH PERMANENT
ACCOUNT NUMBER

 Notwithstanding anything contained in any other
provisions of this Act, any person entitled to receive
any sum or income or amount, on which tax is
deductible shall furnish his PAN to deductor, failing
which tax shall be deducted at the higher of the
following rates, namely:—

 At the rate specified in the relevant provision of this Act; or

 At the rate or rates in force; or

 At the rate of 20%.

 No declaration under section 197A shall be valid unless
the person furnishes his Permanent Account Number
in such declaration.
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S 206AA CONTINUED………..

Sr.
No

Questions Answer

1 Company Pay 10 Lacs without PAN to Professional
Firm ?

2 PAN provided but of Associated firm/Invalid PAN ?
3 Individual gives declaration in 197A but without PAN ?
4 Company make application to AO under section 197

but without PAN ?
5 Payment to NR & as per DTAA, TDS rate is 10% ? 10
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S 206AA CONTINUED………..

11

Sr.
No.

Questions Answer

1 Company Pay 10 Lacs without PAN to Professional Firm 20%

2 PAN provided but of Associated firm/Invalid PAN 20%

3 Individual gives declaration in 197A but without PAN 20%

4 Company make application to AO under section 197 but
without PAN

AO will
ignore
Application

5 Payment to NR & as per DTAA, TDS rate is 10% 20%
(Notwithstandi
ng anything
contained….)
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S200: DUTY OF PERSON DEDUCTING TAX

 Any person deducting any sum in accordance with the
provisions of TDS section, shall pay within the
prescribed time, the sum so deducted to the credit of
the Central Government.

 File TDS return within prescribed time.
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Situation Time Limit For Deposit Of Tax

When Tax is
deducted Person
other than
Government

Where income or amount
is credited or Paid in the
Month of March

On or before 30th April

In any other Case

On or before 7 days from
the end of the month in
which –

•The deduction is made
•Income tax is due u/s 192
(1A)

13

TIME LIMIT FOR PAYMENT OF TAX
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TIME LIMIT FOR FURNISHING RETURNS

Quarter Form 24Q Form 26Q

1st July 15th July 15th

2nd
October 15th October 15th

3rd January 15th January 15th

4th May 15th May 15th

14

24 Q – Salary

26Q – Other than Salary

Index

C
A

A
b

h
ijit

S
aw

ark
ar

www.taxguru.in



S203: ISSUANCE OF TDS CERTIFICATE

Particulars TDS on Salary TDS on Non Salary

Form Form No 16 Form No 16A

Periodicity Annual Quarterly

Due Date upto which
TDS Certificates
Should be issued

31st May of Following
relevant FY

15 days from due date of
Furnishing Return.

• 30th July
• 30th October
• 30th January
• 30th May
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SOME PROCEDURAL ASPECT OF TDS:

 AO should give credit of TDS without production of
TDS certificate.

 Form 16A will be generated through TIN central system
& unique TDS certificate is generated with UIN.

 Certificate can be signed using Digital Signature or
Manual Signature.

 Intimation u/s 200A is notice under section 156. (Finance

Act 2012)
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S 201: CONSEQUENCES OF FAILURE TO DEDUCT OF PAY TDS

Particulars Description

Failure to Deduct
or Failure to Pay
TDS
(Section 201(1))

Interest U/S 220 – Upto amount not deducted or pay.

Penalty U/S 221 - 1% pm from date on which tax was
deductible to order u/s 201(1)

Late Deduction Or
Late Payment of
TDS
(Section 201(1A))

• 1% p.m. from date on which tax was deductible to
actual date of deduction

• 1.5% (Actual date of deduction – Actual Date of
Payment )
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CONTINUE……….

 Interesting Amendment by F Act 2012 – Deductor
cannot be treated as assessee in default where deductor has
failed to deduct TDS but deductee (R) has paid the tax
directly.

 has furnished his return of income under section 139;

 has taken into account such sum for computing income in such return
of income; and

 has paid the tax due on the income declared by him in such return of
income, and furnishes a certificate to this effect from an accountant in
such form as may be prescribed then assessee will not be regarded as
assessee-in-default.

 TDS not deducted But deductee has taken amount in
Income and Filed his return and paid tax on income Then
no disallowance under section 40(a)(ia)
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PENALTY SUMMARY (WEF 01/07/2012)

 Fee for Late Filing : section 234E

 Deductor will be liable to pay by way of fee of Rs 200 per day till
the failure to file TDS statement continues.

 Penalty for late filing or Non filing or furnishing
incorrect information of TDS statement as per section
271H. penalty of minimum Rs 10,000 to Rs 1,00,000
is applicable for :

 Not filing the TDS statement within one year from the specified
date within which he was supposed to file the statement

 Furnishing incorrect information in quarterly return of TDS

19

Index

C
A

A
b

h
ijit

S
aw

ark
ar

www.taxguru.in



S 192: TDS ON SALARY

 Deduct at Average rate of Income Tax compute on the
basis of rate in force

 TDS has to be deducted at the time of Payment (Not on due

basis)

 Employee may furnish details of other income to
employers to deduct higher tax. (Losses will not be adjusted

other than loss from House property)

 Two employer or more employer  details of previous
employer may be collected in prescribed format.

 80G deduction to be ignored while calculating avg. tax
rate.
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S 193: TDS ON SECURITIES (PAID TO RESIDENTS)

 Resident

 10%

 Exception:
 Non Listed - Amount of Interest < Rs 5000 & payment

through account payee cheque

 Listed Co. –

• Security in demat form

• SG & CG Security

• Interest Payable to Insurance co.

21
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194: TDS ON DIVIDENDS (PAID TO RESIDENTS)

 Dividends are exempt u/s 115-O. – No TDS

 Dividend other than 115-O dividend TDS has to be
deducted.

 Principle officer of Indian co. is required to deduct tax
on deemed dividend u/s 2(22)(e) at 10%.
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S 194A: OTHER INTEREST - RESIDENT
(OTHER THAN ON SECURITIES)

 10%

 Limit – Rs. 10,000/- for Bank, Co-Op Soc., Post
Office

 Limit – Rs. 5,000/- for any other case

 Accrual basis
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194C: PAYMENTS TO CONTRACTORS

Tax is to be deducted at source:

 On the invoice value excluding the value of material, if such value is mentioned
separately in the invoice; or

 On the whole of the invoice value, if the value of the material is not mentioned
separately in the invoice.

TDS rate:

 1% where payment/credit is to an individual/HUF
 2 % where recipient is any other person.

 If the credit or the payment in pursuance of the single contract does not
exceed Rs.30,000/-, no deduction has to be made at source.

 However , if the aggregate of all amounts paid/credited or likely to be
paid/credited exceeds in F. Y. Rs. 75,000/- then tax at source is to be
deducted.
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194C: PAYMENTS TO CONTRACTORS CONTINUE….

Work’ shall include:

 Advertising;

 Broadcasting and telecasting including production of programmes
for such broadcasting or telecasting ;

 carriage of goods or passengers by any mode of transport other than
by railways; (No TDS of transport operators if PAN is provided)

 catering ;

 manufacturing or supplying a product according to the requirement
or specification of a customer by using material purchased from
such customer , but

 does not include manufacturing or supplying a product according
to the requirement or specification of a customer by using
material purchased from a person, other than such customer .
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CONTINUED………

Section Nature of Payment Tax (%)

194B Lottery/Crossword Puzzle > Rs.10,000 30

194BB Winnings from Horse Race > Rs. 5,000 30

194D
(Resident)

Insurance Commission > Rs.20,000 10

194E
(NR)

Sportsmen, Sport Association, Entertainer 20

194G
(R/ NR)

Commission on Sale of Lottery Tickets > Rs.1,000 10

194H
(Resident)

Commission or Brokerage > Rs.5,000
Directors commission will cover u/s 192

10

194I
(Resident)

•Rent > Rs.1,80,000 p. a.
Rent of Plant & Machinery

•Rent of Land, Building, Furniture, etc
•Accrual Basis

2

10

26Quiz: Whether ST to be included while deducting TDS on Rent or Professional fees?
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CONTINUED………

Section Nature of Payment Tax (%)

194J
(Resident)

Professional or Technical Fess Royalty > Rs.30,000 10

Any remuneration or commission paid to director of the
company (Effective from 1 July 2012). Other than those
covered under section 192

10

194LA
(Resident)

Compensation on Compulsory Acquisition of immovable
property >Rs.1,00,000 during the financial year upto
July 1st 2012 From 1st July 2012 threshold limit will be
2,00,000

10

194LB
(NR)

Interest on Infrastructure debt Fund 5

194LC
(NR)

Interest from Indian company
•Under loan agreement
•Infrastructure Bond

5
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CONTINUED………

Section Nature of Payment Tax (%)

195
(NR /Foreign Co)

Interest , royalty or any sum chargeable under
provision of act (Except Salary)

Rate in
force

196C FCB or share of Indian co. 10

196D Income of FII from Securities 20
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 195A – When any amount is paid net of tax, the TDS
has to be calculated by grossing up the amount, since
the tax itself (Borne by the payer) represent income of
assessee.

 198 – Tax deducted is not income.
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QUICK QUESTIONS:

30

Sr.
No.

Questions Answer

1. Retainerhsip paid to Doctor monthly Rs.
2,000 ?

2. TV channel pays Rs. 10 Lakh as prize money
to winner of KBC. ?

3. Payment to X. Ltd Rs. 50,000/- which
includes payment for Professional Fees Rs.
28,000/- & for Technical Fees Rs. 22,000/-

?

4. Payment to X. Ltd Rs. 2,22,000/- which
includes payment for rent of building Rs.
1,50,000/- & rent of machinery Rs. 72,000/-

?
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CONTINUED………

Sr.
No.

Questions Answer

5. Rent Payable is Rs. 6,00,000/- plus service tax
extra. ?

6. Rs. 60,000/- paid to Mr. X for professional fees
on 1/7/12. Later on Rs. 57,000/- paid to Mr. X
on 27/2/13 after deducting tax Rs. 13,000/-. Tax
deducted was deposited on 25/6/13. What will
be interest payable?

?

7. Contract given for printing annual report of
company, but bill does not shows separate
amount of material & labour.

?

8. Consultant bill of Rs. 52,000/- includes
reimbursement charges Rs. 2,000/- ?

31

Index

31

C
A

A
b

h
ijit

S
aw

ark
ar

www.taxguru.in



QUICK QUESTIONS: ANSWERS

Sr.
No.

Questions Answer

1. Retainerhsip paid to Doctor monthly Rs.
2,000

No TDS – 194J
(Below 30000)

2 TV channel pays Rs. 10 Lakh as prize
money to winner of quiz contest

30%

3. Payment to X. Ltd Rs. 50,000/- which
includes payment for Professional Fees Rs.
28,000/- & for Technical Fees Rs. 22,000/-

No TDS – 194J
(Below 30000 for

each type of service)

4. Payment to X. Ltd Rs. 2,22,000/- which
includes payment for rent of building Rs.
1,50,000/- & rent of machinery Rs.
72,000/-

10% on 1,50,000
& 2% on 72,000

(As limit of 1.8 lacs

set as aggregately)
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CONTINUED………

Sr.
No.

Questions Answer

5. Rent Payable is Rs. 6,00,000/-
plus service tax extra.

10% on Rs. 6,00,000/-

6. Rs. 60,000/- paid to Mr. X for
professional fees on 1/7/12. Later
on Rs. 57,000/- paid to Mr. X on
27/2/13 after deducting tax Rs.
13,000/-. Tax deducted was
deposited on 25/6/13. What will be
interest payable?

7. Contract given for printing annual
report of company, but bill does
not shows separate amount of
material & labour.

TDS deduct on full invoice
amount
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CONTINUED………

Sr.
No.

Questions Answer

8. Consultant bill of Rs. 52,000/-
includes reimbursement charges Rs.
2,000/-

TDS 10% on Rs.
50,000/-
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