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Q9 uestion No. %

Mr. 3ovind ?on the "irst pri@e in a lottery ticket and the pri@ ?as a Maruti car ?orth ¥ / lacs.
What is the procedure to ; e adopted ; e"ore handinA over the Maruti Car to Mr. 3ovindB

Ans?er: -

* Section 194B provides that the person responsible for paying to any person, any income by way of
winnings from any lottery or crossword puzzle, card game or any other game of any sort and the
amount of winning exceeds X 10,000, tax shall be deducted at source 30" .

&
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However, in case where the winning is wholly in %nd, the person responsible for paying the prize shall
before releasing the winning, ensure that the tax has been paid in respect of such winning.

&he ' arnata%a High ( ourt in the case of ( )&v. Hindustan Lever Ltd. 4 014-3. 1 )&/ 1 has held that
where the winnings are wholly in %nd, the responsibility cast under section 194B is to ensure that
the tax is paid by the winner of the prize before the prize is released in his favour.

)n this regard, the ( BO & ( ircular 10.2. 3 dated 134, 41993 clarifies that the person responsible for
paying the winnings shall, before releasing such winnings, ensure that the tax is paid by the winner.
He can do so, for example, by collecting from the winner a sum e5ual to the tax deductible at source
on the winnings in %nd, before releasing the winnings.

6or this purpose, the value of the winnings in %nd shall be ta%n as the cost incurred by the payer
in acSuiring the said winnings in %nd.

&herefore, in this case since the entire winning is in %nd, it must be ensured that the sum eSual to
the tax deductible at source +t.e., ¥ 1,70,000, being 30" of X 7 lacs- is paid by 8 r. 9 ovind, before
the car is released in his favour.

&his can be done by collecting ¥ 1,70,000 from 8 r. 9 ovind before releasing the 8 aruti car to him and
remitting the said sum to the 9 overnment account or verifying the tax payment by the winner and

thereafter releasing the prize.

CD 4 is a ;ook: aker and Mr. Y is a punter. n ++-) %+) 44E, has Pon3¥ /) B)) in Horse Race

%and su""ered a loss 0" ¥+) B) ) in Horse Race + W V +) %6D

GD Mr. Manas is a distri; utor o" lottery tickets. He Pon X 1B ) B)) as pri@ : oney on unsold

"n "ne

lottery tickets. It ?as o""'ered as ; usiness inco: e. The AssessinA icer ?ants to taF the
sa: e as lottery ?inninA at the rate prescri; ed under ' ection %4/, , . Is he Gasti"iedB

May +) %/ D

Ans?er: -

+1- : ny person, being a boo%ma%er, who is responsible for paying to any person any income exceeding

«t

10,000 by way of winnings from horse races is liable to deduct tax 30" at the time of payment as
per section 194BB. )n a case where the boo%ma%er credits such winnings and debits the losses to
the individual account of the punter, tax would be deducted on the winnings before set; off of losses.
&hereafter, the net amount, i.e., the winnings after deduction of tax and losses, would be paid to the
individual.

&hus, in the present case, 8 r. X is liable to deduct tax of 17,000 R 70,000 x 30" - from winnings of
% 70,000. &he net amount payable to 8 r. B would be % 17,000 +.e., X 70,000 =%, 0,000, being loss =
% 17,000, being &0 S-.

Jn a similar case in ( )& V. 8 anjoo & ( o, @011A337 )&/ 7, 2 + er.-, the High ( ourt held that, there
was no business activity involved in claiming the prize money as the entire lot of tic%ets ceased to be
stoc%in;trade on the date of draw as after the draw, those tic%ets are unsaleable and of no value.

1o effort, physical or intellectual 4as reSuired in business activity- is involved in participation of the
lottery draw. Hence, the receipt of prize money is not in capacity of lottery distributor but as holder
of tic%et and therefore, is assessable as Bvinnings from lotteriesBchargeable to tax under specific
provisions contained in Section 117BB at special rates. )n this case, the : ssessing CfficerS intention

to tax the lottery income at the rate prescribed u4s 117BB is, therefore, justified.
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Q9 uestion No. 2.

FPro"it Co: : issionHo" ¥ %lakh paid on %) .1.+) 44 ;y a re-insurance co: pany to the insurer
co: pany a"ter the eFpiry o" the ter: o"insurance and ? here there ? as no clai: durinAthe treaty
Ans?er: -

¢ Section 1940 reSuires deduction of tax at source 7" from insurance commission, where the
commission exceeds X17,000. /einsurance is different from insurance since there is no direct
contractual relationship between the person insured and the re;insurer.

* )n order to attract section 1940, the commission or any other payment covered under the section
should be a remuneration or reward for soliciting or procuring the insurance business. &he insurance
companies do not procure business for the reinsurance company nor does the reinsurer pay
commission or other payment for soliciting the business from the insurance companies. &herefore,
section 1940 has no application.

* Hence, when profit commission is paid by a reinsurance company to an insurance company, after the
expiry of the term of insurance, in respect of cases where there is no claim during the operation of the
reinsurance treaty, tax deduction under section 1940 is not attracted

784-H
Purchase co: : ission paid to one aAent I +/B)) on 9%2.%%+) 44 to? ards purchases : ade durinA
the year C MD
Ans?er: -
&x ," has to be deducted under section 194H in respect of purchase commission of X, 7,000 to an

agent for purchases made during the year, since the same exceeds the threshold limit of ¥ 17,000 for

non;deduction of tax at source thereunder.

Mr. 3aneshEan individual carryinAon retail ; usiness ? ith turnover 0" X +./ crores in the P.Y.+) +2-

+4

i. Contract Pay: ent "or repair o" residential house - ¥ / lakhs

ii. Pay: ent o" co: : ission to Mr. Vallish "or ; usiness purposes -3 6) B ) )

Ans?er: -

(i) lo, & S u4s 194( is not attracted since the payment is for personal purpose and & S u4s 1948 is
not attracted as aggregate of contract payment to the payee in the E.F., 0XX;XX does not exceed
70 la%h

(i) Fes, u4s 194H, since the payment exceeds X 17,000, and 8 r. 9 anesh@ turnover exceeds % 1 crore
in the E.F., 0, 3;, 4

9 uestion No. 1.

M7s.- MN Travels is a Travel AAent enAaAed in sale o" air tickets o" Air3o0 and Airl et Airlines. It
earns standard co: : issionJ /K as ?ell as supple: entary co: : ission. Air3o and Airl et have
deducted taF at source under section %84H on the standard co: : issionE Phich is a "iFed
percentaAe desiAnated ; y the International Air Transport Association GATAD Ho? everEthey have
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not deducted taF on the supple: entary co: : issionE? hich is the additional a: ount - MN Travels
charAes over and a; ove the net "are Luoted ; y Air3o and Airl et and retained ; y - MN Travels as
its o?n inco: e.

The details o" the a: ounts at ?hich the tickets ? ere sold are trans: itted ; y - MN Travels to an
orAani@ation kno? n as the , illinAand ' ettle: ent Plan (f ' PHD? hich "unctions under the aeAis o"
the IATA. This auFiliary a: ount charAed on top o" the net "are ? as portrayed on the ,' P as a
Hupple: entary co: : issionHin the hands o" - MN Travels. The contract ; et? een - MN Travels and
the airlines stated that Mill : oniesNreceived ; y - MN Travels ? ere held as the property o" the air
carrier until they ? ere recorded on the ;illinA and settle: ent plan and properly AauAed.

Air3o and Airl et contended that taF is not deducti; le on supple: entary co: : ission ? hich - MN
Travels retains out o" the sale proceeds o" the air ticketsEsince there is no aAency relationship
; et? een the airlines and - MN Travels and that the supple: entary co: : ission is not ?ithin the
control o" the airlines. Discuss the correctness o" the a; ove contention. RTPEN V +) +2D

Ans?er: -

¢ &he issue under consideration in this case is whether & S under section 194H is attracted in respect
of both standard and supplementary commission paid by : ir9 o and : irHet : irlines to L8 1 &ravels.
&his issue came up before the Supreme ( ourt in Singapore : irlines Ltd 4 ' L8 /oyal Outch : irlines
v. ( )&4 British : irways Elc v. ( )&&0S-+ 0, ,-49 )&/ , 03.

o &he Supreme ( ourt observed that section 194H does not distinguish between direct and indirect
payments. Both standard commission and supplementary commission fall within the meaning of

IcommissionJ under clause +- of the Kxplanation thereto.

* Section 194H is to be read with section 13, of the ( ontract : ct, 132, . )f a relationship between two
parties as culled out from their intentions as manifested in the terms of the contract between them
indicates the existence of a principal;agent relationship as defined under section 13, of the ( ontract
: ct, the definition of IcommissionJ under section 194H stands attracted and the re5Suirement to
deduct tax at source arises.

e &he : pex ( ourt noted that there was no transfer in terms of the title in the tic%ets and they remained
the property of the airline company throughout the transaction. Kvery action ta%en by the travel
agents is on behalf of the air carriers and the services they provide is with express prior authorization.
: ccordingly, the : pex ( ourt concluded that the contract is one of agency that does not distinguish in
terms of stages of the transaction involved in selling flight tic%ets. &e accretion of the supplementary
commission to the travel agents was an accessory to the actual principal;agent relationship.
1otwithstanding the lac% of control over the actual fare, the contract definitively stated that Iall
moniesJreceived by the agent were held as the property of the air carrier until they were recorded on
the billing and settlement plan and properly gauged. &he billing and settlement plan also demarcated

Isupplementary commissionJ under a separate heading.

* Hence, once the ): & made the payment of the accumulated amounts shown on the billing and
settlement plan, it would be feasible for the assessees, being the airlines to deduct tax at source on
this additional income earned by the agent.

* : pplying the rationale of the Supreme ( ourt ruling to the case on hand, the contention of : ir9 o and
: irHet is not correct and they are reSuired to deduct tax at source under section 194H on both the
standard commission and supplementary commission paid to L8 1 &avels.

— o
‘ ‘? o P> Your Faculty -CA Mayank Trivedi @ WWW.CAMAYANKTRIVEDI.C M




\

/\
THE DIRECT TAX COMPILER BOOK (FINAL) (2025) '-\ = CHAPTER 1-TDS & TCS

Y84-1 (Y84-1,

Q9 uestion No. O.

WinAs - td. has paid a: ount 0" ¥ %/ lacs durinA the year ended 2%2-+) 44 to Airports Authority
0" India to? ards landinA and parkinA charAes. C MDQ AN +%D

Ans?er: -

¢ &0 S on landing and par%ng chargesL&he landing and par%ng charges which are fixed by the : irports
: uthority of )ndia are not merely for the Rise of the landB &hese charges are also for services and
facilities offered in connection with the aircraft operation at the airport which include providing of air
traffic services, ground safety services, aeronautical communication facilities, installation and
maintenance of navigational aids and meteorological services at the airport @apan : irlines ( o. Ltd. v.
()&4 ( )&v. Singapore : irlines Ltd. 4 017-322 )&/ 32, 5( -A &hus, tax is not deductible under section
194) which provides deduction of tax for payment in the nature of rent.

* Hence, tax is deductible ," under section 194( by the airline company, Mings Ltd., on payment of
% 17 lacs made towards landing and par%ng charges to the : irports : uthority of Jndia for the previous

year , 0XX;XX.

O uestion No. 6.

@GDRent 0" ¥ 1) B)) per : onth deposited ; y Mr. ' hrikanthEso"t?are e: ployee on %st o" every
: onth in advance in the account o" Mr. AshokE? ho does not provide his PAN. The house ? as
ect "ro: ) %) 0-+) 44 and he vacated the house on +6-) +-+) 44,

"

taken on rent ?ith e
@iov. +) %6- 'D
G DWould there ; e any chanAe in TD' Ei" Mr. Ashok "urnished his PAN to the tenantB
Ans?er: -

{a- Since 8 r. Shri%nth pays rent exceeding X 70,000 per month in the 6.F. , 0XX;XX, he is liable to
deduct tax at source ," under section 194;)B on.such rent for 6.F. , 0XX;XX. However, since 8 r.
: sho%does not provide his E: 1 to 8 r..Shri%anth, tax would be deductible , 0" , instead of , " .
&ax has to be deducted from rent payable for the last month of the E.F. ; 0XX;XX. However, since he
vacated the premises in 6ebruary, , 0, 4, tax has to be deducted from rent paid on 1;, ;, 0XX for the
month of 6ebruary, , 0, 4. &x of X 9. ,000 @ . 0,000 x, 0" x 3Ahas to be deducted but the same has
to be restricted to X . 0,000, being rent for 6ebruary, , 0XX.

4- )f 8 r. : sho%furnished his E: 1 to Shri%anth, tax would be deductible ," .&x 0of29,. 00@ . 0,000
x ," x 3Ahas to be deducted from rent paid on 1;, ;, 0XX for the month of 6ebruary, , 0XX.

9 uestion No. 8.

Ra: esh Aave a ; uildinA on su; -lease to Mac - td. ?ith e"'ect "ro: %0-+) 44 onarento"3+/HB))
per : onth. The Co: pany also took on hire : achinery "ro: Ra: esh ?ith e""ect "ro: %%%+t) 44
on hire charAes 0"¥+) B)) per: onth. The rent 0" ; uildinA and hire charAes o" : achinery "or the
year +) 44-44 ?ere credited ; y the Co: pany to the account o" Ra: esh in its ; ooks 0" account
on 2%) 2-+) 44. May +) %1 DC MDMAY +) %0D

Ans?er: -

: s per Section 194;), rent includes rent paid for building under any lease, sub;lease, tenancy or any
other agreementNand hire charges paid for machinery ta%en on hire is also covered in the scope of the
said section. : ggregate amount of rent paid to /amesh shall be ta%n to chec%the limit of X , ,40,000,
here, total amount payable to /amesh O%, 7,000 x9 P, 0,000 x 7 OX 3,, 7,000.

: ccordingly, &) S liability shall be computed as follows =

S S——
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Earticulars : mount R- /ateof &S | & S R-

Building / ent , », 7,000 10" , , ,700

Hire ( harges of 8 achinery 1,00,000 , " , ,000

&otal &) S liability , 4,700
%8+

9 uestion No.

Ravi Ku: ar aAed 10 years derived X 1K) B)) as salary "ro: his e: ployerE4YS5 - td. "or the year
ended 2%) 2-+) 44. The "ollo?inA details are provided ;y hi: to the e: ployer. Ravi Ku: ar
declared that he has eFercised option to shi"t out 0" de"ault reAi: e o" section %4/, AC.O

@lov. +) %D
Particulars 3
- oss "ro: sel"-occupied house property at Mu: ; ai +B)B))
Net loss "ro: let-out property +B)B))
Net loss "ro: ; usiness activity B)B))
Interest inco: e "ro: ;ank 2H)B))
Ans?er: -

XFQ Ltd. is reSuired to deduct tax at source at the time of payment of income under the head IsalariesJ
after considering the information furnished by /avi ' umar for the financial year , 0XX;XX in respect of
income under any other head of income but not loss, except loss from house property subject to

maximum of ¥ , ,00,000.

&herefore, XFQLtd. is not re5uired to ta% into account the loss of ? 1,00,000 from business activity for
determining the &) S liability

Earticulars N

Salary .,70,000
LessLStandard deduction u4s 1. #a- 70,000
Jncome under the head salaries .,00,000

LessLLoss from house property

Loss from self;occupied house at 8 umbai , ,00,000

Loss from let out property @oss from house property is to be restricted , ;00,000 , ;00,000
to ¥ ,,00,000 to be set;off from )ncome under the head salaries and
balance loss of ¥, ,00,000 shall be carried forward.A

45)8))
: ddL)nterest income from Ban% 3,. 0,000
9ross &otal )ncome OH)B))
LessLO eduction u4s 308&B +t is assumed that at least X 70,000 out of 70,000
interest income represents interest from deposits in ban%account-
&otal )ncome OEqQ B))
&ax on &otal )ncome including HK( +Basic exemption limit is ¥ 3,00,000- 74,030
TD' lia; ility /4B 6)

— &
? o > Your Faculty -CA Mayank Trivedi @ WWW.CAMAYANKTRIVEDI.C M




/\
THE DIRECT TAX COMPILER BOOK (FINAL) (2025) '-\ = CHAPTER 1-TDS & TCS \

O uestion No. %%

-- -1i: ited paid leave travel "acility to its e: ployees and considered eFe: ption under section
% QIE; ased on the sel"-declaration "urnished ; y the e: ployees. The AssessinA ""icer held that
the co: pany as an e: ployer ouAht to have veri'"ied the Aenuineness o" the clai: o" eFe: ption ;y
o; taininA "ro: the: Ethe proo" o" actual eFpenditure incurred ;y availinA leave travel "acility.
AccordinAlyEthe AssessinA '"'icer treated the assessee co: pany as assessee in de"ault. Decide

the correctness o" action.
Ans?er: -

e Section 19, casts liability on the employer to deduct tax at source from the salary paid to its
employees. )n this case, the employer has paid leave travel concession 4 facility to its employees and
the said concession 4 facility would be eligible for exemption subject to the conditions laid down in
section 10+7-read with /ule , B of the Jncome;tax /ules, 19., . Section 19, 4 O - casts responsibility
on the person responsible for paying any income chargeable under the head BalariesGo obtain from
the assessee, the evidence or proof or particulars of prescribed claims under the provisions of the : ct
in the prescribed form and manner for the purposes of =

41- estimating income of the assessesNor
4 - computing tax deductible under section 19, H-.

e /ule, . ( ofthe)ncome;tax /ules, 19., mandates a salaried assessee claiming, inter alia, leave travel
concession or assistance to furnish evidence of expenditure incurred in relation thereto to the person
responsible for ma%ng such for payment under section 19, H-, for the purpose of estimating his
income for computing the tax deductible under section 19, .

* &hus, the action of the : ssessing Cfficer is correct in law.

Q9 uestion No. %t.

E- - td.Ea "oreiAn co: panyEpays outside IndiaEsalary to its e: ployeeEMr. RaAhavanEa "oreiAn

national and a non-residentE"or services rendered in India.

Ans?er: -

* Section 197 reSuires deduction of tax at source by any person responsible for ma%ng payment to a
non;resident, any interest or any other sum chargeable under the provisions of the Jncome;tax : ct,
19. 1 +other than income chargeable under the head BbalariesJ.

e Section 19, H- reSuires Iany persond responsible for paying income under the head ISalariesJ to
deduct tax at source. &herefore, even if the payer is a foreign company, section 19, would be
applicable.

* &0 S provisions under section 19, are attracted, if the salary payable to a non;resident is chargeable
to tax in )ndia. Snder section 9+ -i-, income which falls under the head ESalariesBshall be deemed to
accrue or arise in )ndia, if it is earned in )ndia. Salary payable for service rendered in )ndia shall be
regarded as income earned in )ndia.

e &herefore, salary paid to 8 r. /aghavan, a non;resident, attracts tax liability in )ndia, as he has
rendered services in )ndia and the salary is attributable to such services. &herefore, the foreign
company, KL Limited, is liable to deduct tax at source under section 19, from the salary of 8r.

/ aghavan.
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O uestion No. %2.

MN - td.Ethe e: ployerEcredited salary due "or the "inancial year +) 44-44 a: ountinA to
2El) B)) to the account o" 9Ean e: ployeeEin its ; ooks 0" account on 2%2.+) 44. 9 has not
"urnished any in"or: ation a; out his inco: e7loss "ro: any other head or proo" o" invest: ents7
pay: ents Luali"yinA "or deduction under section 6) C C MD

Ans?er: -

e Section 19, reSuires deduction of tax from salary at the time of payment. &hus, the employer is not
reSuired to deduct tax at source when salary has not been paid but is merely credited to the account
of the employee in its boo%s of account. 8 1 C Ltd. therefore, is not reSuired to deduct tax at source
in respect of the salary merely credited to the account of employee T which is not paid.

* )f salary has been paid during the year to T, then, 8 1C Ltd has to obtain from T, the
evidenced4proofd4particulars of prescribed claims +including claim for set;off of loss- under the
provisions of the : ct in such form and manner as may be prescribed.

* )f T has not furnished any information about his income4loss under any other head or proof of
investments4expenditure Sualifying for deduction under section 30( , then, the employer has to
deduct tax without considering any claim for any expenditure or set;off of losses or deduction under

section 30( .

Ouestion No. %t.

An e: ployee o" the Central 3overn: ent receives arrears o" salary "or the earlier 2 years. He
enLuires ? hether he is lia; le "or deduction o" taF on the entire a: ount durinA the current year
CMD

Ans?er: -

e : spersection 19, , tax is deductible at source by any person who is responsible for paying any income
chargeable under the head BalariesGHowever, as per sub;section 4 : - of that section, the employee
will be entitled to relief u4s 39 and conseSuently he will be reSuired to furnish to the person
responsible for ma%ng the payment, such particulars in the prescribed form +.e., 6orm 10.10K-.

¢ &he person responsible for ma%ng the payment shall compute the relief and ta% into account the
same while deducting tax at source from salary

9 uestion No. %/.

A television co: pany pays¥6) B)) to a ca: era: an "or shootinA o" a docu: entary "il: . C MD
Ans?er: -

¢ )f the cameraman is an employee of the & U. ( ompany, the provisions of section 19, will apply.

* However, if he is a professional, & S provisions under section 194;Hwill apply. &x at 10" will have

to be deducted at the time of credit of 30,000 or on its payment, whichever is earlier.

O uestion No. %l.

Mr. Ra: esh is e: ployed in RaAhu - td. as senior eFecutive. He availed leave travel assistance
GTADo"X 1) B)) in Ianuary +) 44. He did not produce any evidence "or eFpenditure incurred.
His salary inco: e @o: putedD;e"ore allo?inA eFe: ption "or -TA is T %F)B)). Mr. Ra: esh
clai: ed interest on : oneys ; orro? ed "or acLuisition o" his residential house 0" 81B)) ; ut did

S S——
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not produce the na: eEaddress and PAN o" the lender. As e: ployerEho? ?ill you treat the clai:
0" eFe: ption o" - TA and deduction o" housinA loan interest clai: ed ; y Mr. Ra: eshB

Ans?er: -

 :sper/ule,.( ofthe)ncome;tax /ules, 19.,, 8 r. /amesh, a salaried assessee, is reSuired to furnish

to his employer, /aghu Ltd.,

> the evidence of expenditure for claiming exemption in respect of L& , and

> the name, address and permanent account number of the lender for claiming deduction of interest
under the head I)ncome from house propertyd.

* )f he fails to do so, /aghu Ltd. need not consider exemption in respect of L& and loss from house
property on account of provision of interest deduction, while computing tax to be deducted at source
from salary income.

* : ccordingly, tax has to be deducted at source under section 19, on ¥ 1, ,70,000, being salary income
‘computed- without considering L& exemption and loss from house property

O uestion No. %0.

Pine? ood Hotels and Resorts - i: ited is enAaAe in ; usiness 0" o? ninAEoperatinA and : anaAinA
hotels. The tips are paid ;y the Auests ;y Pay o" charAe to the credit cards in the ;ills. The
co: pany dis; urses the sa: e to the e: ployees at periodic intervals. EFplain ?ith the reasons
? hether the co: pany is responsi; le "or deductinA taF at source "ro: dis; urse: ent o" tips to its
e: ployees. Mov. +) %+ DMov. +) 20D

Ans?er: -

* &he facts of the case are similar to the case of )& Ltd. v. ( )&®&0 S-@01. A334 )&/ 14 5( -.

¢ &he court held that &ps for hotel employees which are included and paid by credit card by the
customer to the account of the employer who then disburses the same to his employees do not form
part of the Galary(f the employees but are voluntary payments by customers and therefore, not liable
for tax deduction at source u4s 19, of the )Jncome;tax : ct, 19. 1.

» &herefore, the company is not liable to deduct tax at source from such payments under section 19, .

Q9 uestion No. %6.

M7s. T9 Inc.Ea "oreiAn co: panyEseconded so: e e: ployees to its colla; orator M7s. Tek?el - td.E
an Indian co: panyE'"or ?orkinA on a turnkey proGct "or settinA up a phar: aceutical "actory.
These e: ployees ?orked ?ith M7s. Tek?el - td.EthrouAhout the P.Y. +) 44-44. The e: ployees
Pere in receipt o" salary "ro: M7s. Tek?el - td. They ?ere also in receipt o" special allo? ance
directly "ro: M7s. T9 Inc. in "oreiAn currency outside India. M7s. Tek? el - td. deducted taF under
section 8+Eon the co: ponent o" salary paid ;y itE?ithout takinA into account the special
allo? ance paid a; road ; y M7s. T9 Inc. in "oreiAn currency to these e: ployees.
For this reasonEthe Revenue authorities treated M7s. Tek?el - td. as an Bssessee in - de"ault %
u7s +) %"or non-deduction o" taF at source on the Hpecial allo? anceHco: ponent o" salary paid
;y M7s. T9 Inc. u7s ¥%8+. Is such treat: ent ; y the Revenue Authorities and the conseLuent levy
o" interest and penalty Gasti"iedB MMay +) Y4DM@ov. +) +) D
Ans?er: -
* Section 94 -i- provides that any income which falls under the head EBalariesBis deemed to accrue or
arise in )ndia, if it is earned in )ndia. &he Kxplanation thereto further clarifies that income payable for
services rendered in Jndia shall be regarded as income earned in )ndia.
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Section 19, H1- reSuires the person responsible for paying any income chargeable under the head
BBalariesBto deduct income;tax, at the time of payment, at the average rate of income;tax computed
on the basis of the rates in force for the financial year on the amount payable.

Since the &) S provisions relating to payment of income chargeable under the head ;Salaries; form an
integrated code along with the charging and computation provisions under the : ct, section 19, +1-has
to be read with section 94 -i- and Ste Kxplanation thereto. &herefore, if any payment under the head
[SalaryJfalls within section 94 -i-, then &) S provisions under section 19, gets attracted.

( onseSuently, the )ndian tax deductor;assessee is duty bound to deduct, from the portion of salary
paid by it, tax at source under section 19, H1- on the entire salary paid to the employee, including
special allowance paid abroad to the employee by the foreign company. )t was so held in ( )& v. Kli
Lilly & ( o. 4ndia- E. Ltd. @00981, )&/ ,, 7 %( -

Jn this case, all the employees are resident in )ndia, since they have wor%ed with the )ndian
collaborator throughout the previous year , 0XX;XX. )f the tax due on special allowance received from
the foreign company is paid by the recipient;employees, then, the )ndian collaborator would not be
treated as an assessee;in;default u4s , 014 -, if these resident;employees have furnished a return of
income u4s 139 on or before the due date of filing return of income, disclosing such income, and have
also furnished a certificate to this effect from an accountant in the prescribed form.

However, interest u4s ,01 H: - 1" per month or part of month shall be payable by the )ndian
collaborator from the date on which such tax was deductible to the date of furnishing of return by
such resident employee.

)n cases where the tax has not been paid by the recipient employee, the : ssessing Cfficer can proceed
u4s , 01 to recover the shortfall in payment of tax and interest thereon u4s , 01+4: - from 8 4s. & %wel
Ltd.

However, no penalty , 23B. u4s, 21( would be attracted, if the )ndian company was under the genuine
and bona fide belief that it was not under any obligation to deduct tax at source from the special
allowance paid by the foreign company. &his is provided for u4s , 23B.

Y98+-A

Q9 uestion No. ¥8.

Mr. ' har: a is an e: ployee o" M7s. A, C - td. since ) %) 4-+) ++. He has resiAned on 2%) 2-+) 44
and has ?ithdra?n the a: ount 0" X /) B)) 7-; einA the ; alance in his EPF account. May +) %dD
a.-Y+)+%D

Ans?er: -

: ccording to Section 19, : of the )ncome;tax : ct, 19. 1, the trustees of the Kmployees[Erovident 6und
Scheme. 197, , or any person authorised under the scheme to ma%e payment of accumulated balance
due to employees, shall in a case where the accumulated balance due to an employee participating in
a recognised provident fund is includible in his total income owing to the provisions of rule 3 of Eart
: of the 6ourth Schedule not being applicable, shall be liable to deduct tax at source 10" at the
time of ma%ng payment where the amount of such payment or, as the case may be, the aggregate
amount of such payment to the payee is ¥ 70,000 or more.

Since the employee has rendered services for less then 7 years and has withdrawn % 70,000 from his

KE6 account, hence tax will be deducted at source 10" i.e. ¥ 7,000.

S S——
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984-A
M7s. Iiva ( Co.Ea partnership "ir: Epays a su: 0"I42B)) as interest on loan ; orro?ed "ro: an
Indian ; ranch o" a "oreiAn ; ank. N V +) %6D

Ans?er: -

Section 194: reSuires deduction of tax on any income by way of interest, other than interest on
securities, credited or paid to a resident, at the rates in force. However, it specifically excludes from its
scope, income credited or paid to any ban%ng company to which the Ban%ng /egulation : ct, 1949
applies. : n )ndian branch of a foreign ban% transacting the business of ban%ng in )ndia, is a ban%ng
company to which the Ban%ng /egulation : ct, 1949 applies. &herefore, interest payment to such ban%
will not attract tax deduction under section 194: .

( onseSuently, no tax is reSuired to be deducted at source under section 194: on interest of X 43,000
paid by 8 4s. Hva & ( o., a partnership firm, on loan borrowed from an )ndian branch of a foreign ban%

9 uestion No. +%
EFa: ine the TD' i: plications under section %84A in the cases : entioned hereunder &

(i) n %% .+) 44EMr. HarishEaAed 4) yearsE: ade a siF-: onth "iFed deposit 0" ¥ % lakh J 8K
p.a. ?ith A, C Co-operative , ank. The "iFed deposit : atures on 2%2.+) 44.

(i) n %1.+) 44EMr. 3aneshEaAed 4/ yearsE: ade three nine-: onth "iFed deposits 0" ¥ 2 lakh
each carryinAinterestJ 8K ?ith D? arka , ranchEI anakpuri , ranch and Rohini , ranch o" 4Y5
, ankEa ; ank ? hich has adopted C, ' . The "iFed deposits : ature on +6.+.+) 44.

(i) n %4.+) 44EMr. Ra@shEaAed 2/ yearsEstarted a %year recurrinA deposit 0" ¥ 6) B)) per
: onthJ6K p.a. ?ith POR, ank. The recurrinA deposit : atures on 2%2.+) 44.

Ans?er: -

(i) :B( ( o;operative Ban%has to deduct tax at source 10" on the interest of 347,000 ©" VX 10 la%
V W- under section 194: . &e tax deductible at source under section 194: from such interest is,
therefore, T 4,700.

(i) XFQ Ban% has to deduct tax at source 10" under section 194: , since the aggregate interest on
fixed deposit with the three branches of the ban%is X . 0,270 @ 3,00,000 V3 V9" V 941, A which
exceeds the threshold limit of X 40,000. Since XFQ Ban% has adopted ( BS, the aggregate interest
credited4paid by all branches has to be considered. Since the aggregate interest of X . 0,270 exceeds
the threshold limit of ¥ 40,000, tax has to be deducted 10" under section 194: .

(iii) &ax has to be deducted under section 194: by ET / Ban%on the interest of X 41,. 00 falling due on
recurring deposit on 31.3., 0XX to 8 r. /ajesh, since = +1- Irecurring depositJ is included in the
definition of Itime depositdNand + - such interest exceeds the threshold limit of ¥ 40,000

Ouestion No. ++.

ReAistrar 3eneral o" HonPle HiAh Court o" Delhi has : ade a "iFed deposit 0" ¥ % ) lakhs ?ith a

nationalised ; ank out 0" : oney deposited ; y litiAants on directions o" the Court. Is section %84A

applica; le in respect o" interest on "iFed deposits in the na: e o" ReAistrar 3eneral o" HiAh CourtB

E4AM &N VE+2DWMAY +) ¥8D

AN' WERO-

* &he expression IpayeeJud4s 194: would mean the recipient of income whose account is maintained
by the person paying interest. &he / egistrar 9 eneral is neither recipient of the amount credited to his
account nor to interest accruing thereon.
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e &herefore, he cannot be considered as a Payeeor the purposes of section 194: . )n the absence of a
payee, the machinery provisions for deduction of tax to his credit are ineffective. &he interest on 60 /s
made in the name of /egistrar 9eneral of the ( ourt would, thus, not be subjected to & S under
section 194: .

%84-DA

(i) Mr. 4Ea residentEis due to receive ¥ 4./) lakhs on 2%2.+) 44Eto? ards : aturity proceeds o"
- IC policy taken on %4.+) +%E"or ? hich the su: assured is ¥ 4 lakhs and the annual pre: iu:
isRYEQB)) .

(ii) Mr. YEa residentEis due to receive ¥ 2.+/ lakhs on 2%2.+) 44 on - IC policy taken on 2%2.+) %+E
"or ? hich the su: assured is ¥ 2 lakhs and the annual pre: iu: isT2/B)).

(iii) Mr. S5Ea residentEis due to receive ¥ 8/B)) on %6.+) 44 to?ards : aturity proceeds o" -IC
policy taken on %6.+) % "or ? hich the su: assured is ¥ 8) B)) and the annual pre: iu: is

%B)).

Ans?er: -

(i) Since the annual premium exceeds 10" of sum assured in respect of a policy ta%n after 31.3., 01, ,
the maturity proceeds of X 4.70 la%hs due on 31.3., 0XX are not exempt under section 104100 - in the
hands of 8 r. X. &herefore, tax is re5Suired to be deducted ," under section 1940: on the amount
of income comprised therein i.e., on X 1,, 0,000 R 4,70,000, being maturity proceeds ; % 3,30,000,
being the entire amount of insurance premium paid-.

(i) Since the annual premium is less than , 0" of sum assured in respect of a policy ta%n before
1.4.,01,, the sum of X 3., 7 la%s due to 8 r. F would be exempt under section 104100 - in his hands.
Hence, no tax is reSuired to be deducted at source under section 1940: on such sum payable to 8 r.
F.

(iii) Kven though the annual premium exceeds 10" of sum assured in respect of a policy ta%en after
31.3., 01, , and conseSuently, the maturity proceeds of 2 97,000 due on 1.3., 0XX would not be exempt
under section 10400 - in the hands of 8 r. Q the tax deduction provisions under section 1940: are
not attracted since the maturity proceeds are less than X 1 la%h.

984-1A
Para: Construction - td. sells a "lat to Mr. Mani "or ¥ 46 lakhs on %/ -) %+) 44. The aAree: ent to
sell provides that in additionEMr. Mani has to pay : aintenance charAes ®" 3 /B)) per : onthD
"or +4 : onths in advanceI +B ) B)) "or car parkinAto ; e used eFclusively ; y hi: andI%8)B))
"or clu; : e: ; ership "ees to Para: Construction - td. ; e"ore the "lat is reAistered in the na: e o"
Mr. Mani. The "lat is reAistered on 2) -) 2-+) 44.

Ans?er: -

* Section 194;): reSuires deduction of tax 1" by every transferee responsible for paying any sum as
consideration or Stamp duty value of property, whichever is higher, for transfer of immovable property
4and, other than agricultural land, or building or part of building- to a resident transferor.

* &ax is not reSuired to be deducted at source where both the stamp duty value and the total amount
of consideration for the transfer of immovable property is less than X 70 la%hs. ( onsideration for
transfer of any immovable property includes, inter alia, club membership fee, car par%ng fee,

maintenance fee, which are incidental to transfer of the immovable property.
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Jn the present case, since the consideration for transfer of flat by 8 r. 8 ani to Earam ( onstruction
Ltd. isX7,,, 0,000 R 43 la%s PX 1,, 0,000, being X 7,000 x , 4 PR, la%hs P X 1 la%h- which is not
less than X 70 1a%hs, 8 r. 8 ani is reSuired to deduct tax 1" onX7,,, 0,000. &x deductible by 8 r.
8 ani would be X 7, ,, 00.

Ms. Roshni sold her house property at Delhi to Ms. ' halini "or a consideration o" ¥ 1) lakhs on
%6.1+) 44. ' he has purchased the house property on %4.+) 44 "or X 21 lakhs. The ' ta: p duty
value o" the property on the date o" sale i.e.E %6.+) 44 is T 6+ lakhs. Deter: ine the TD'
i: plications in the hands o" Ms. ' halini as per the Inco: e-taF ActE¥81%Eassu: inA ; oth Roshni
and ' halini are resident individuals. (®PA' T PAPER MAY +2D

Ans?er: -

* )n the case of transfer of any immovable property and the transferor is a resident, where the
consideration or the stamp duty value, whichever is higher, exceeds % 70 la%hs, tax is deductible at
source 1" .

* : s per section 194;): , 8 s. Shalini, being a resident transferee paying X . 0 la%hs to 8 s. /oshni, a
resident transferor, as consideration for transfer of house property at O elhi, is reSuired to deducted
tax at source 1" on 3, la%s, being the higher of Stamp duty value of X 3, la%hs or consideration
of % . 0 la%s.

» &herefore, tax to be deducted OX 3, ,00,000 x 1" O 3, ,000.

Q9 uestion No. +1.

Mr. Mandeep ' inAhEa: anu"acturer o" teFtile AoodsEhad a turnover o" X %+ crores durinAFinancial
year +) +2-+4 and is covered under provisions o" section 44A, o" Inco: e-taF Act "or co: pulsory
audit o" , ooks 0" Accounts. He purchased a residential house in I anuary +) 44 "or his personal
use "or ¥ / crores "ro: Mr. A: it and paid a co: : issionJ%+K o" the value o" the house to Mr.

PankaG'or e""ectinA the deal. The house is not used "or ; usiness purposes ; y Mr. Mandeep ' inAh.

E4AM &N VE+2D

AN' WERO-

* Section 194;): is attracted where the consideration for transfer of immovable property and the stamp
duty value of such property, are both, is ¥ 70,00,000 or more.

* : sper section 194;): , 8 r. 8 andeep Singh paying X 7 crores to 8 r. : mit, as consideration for transfer
of house property, is reSuired to deducted tax at source 1" of consideration or the stamp duty value,
whichever is higher. &he tax deduction under section 194;): would be % 7,00,000, being 1" of X 7
crores.

* Since 8r. 8 andeep Singh@ turnover for the E.F. , 0, 3;, 4 exceeded X 1 crore and payment of
commission i.e., 3. 0,00,000 H," of X 7 crores- exceeds X 17,000, 8 r. 8 andeep Singh is reSuired to

deduct tax under section 194H ," from commission payment to 8 r. Ean%aj.
» &he tax deduction under section 194H would be X 1,, 0,000, being ," of X . 0 la%hs.

984-- A

O uestion No. +0.

T 2B)B)) paid on 2)-) 8-+) 44 as consideration to Mr. , Ea resident in IndiaEon account o"
co: pulsory acLuisition o" his residential ; uildinA acLuired "or layinA rail? ay tracks. Qiov. +) %lD
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Ans?er: -

* Snder section 194L: , tax has to be deducted 10" on any sum paid to a resident in respect of
compensation on account of compulsory acSuisition of any immovable property -other than
agricultural land-, where the amount of payment or aggregate amount of such payments during the
financial year exceeds X, ,70,000.

* &hus, in the present case, tax is deductible 10" on % 3,00,000, being the amount paid to 8 r. B,
a resident in )ndia, on account of compulsory acSuisition of residential building for laying railway
trac%s i.e ¥ 30,000

Y84-1

' iddharth Hospitals Pvt. - td.E has recently ; een accorded recoAnition ;y several insurance

co: panies to ad: it and treat patients on cashless hospitali@ation ; asis. Pay: ent to the assessee

hospital ?ill ;e : ade ;y Third Party Ad: inistrators @PAD?ho ?ill process the clai: s o" the
patients ad: itted and : ake pay: ents to the various hospitals includinA the assessee. All TPAs
are corporate entities. The assessee ? ants to kno? ? hether the TPAs are ; ound to deduct taF at

source under section %841 or under section ¥84CB C MD

Ans?er: -

* &his issue has been clarified by the ( BO & ircular 10.34, 009 dated , 4.11., 009. : s per provisions
of section 194HH -, any person, who is responsible for paying to a resident any sum by way of fees
for professional services, shall, at the time of credit of such sum to the account of the payee or at
the time of payment thereof in cash or by issue of a cheSue or draft or by any other mode, whichever
is earlier, deduct an amount e5ual to 10" of such sum as &) S.

* oburther, as per clause 4a- of Kxplanation to section 194H Iprofessional servicesdJ includes services
rendered by a person in the course of carrying on medical profession. &he services rendered by
hospitals to various patients are primarily medical services and, therefore, the provisions of section
194H are applicable on payments made by &E: s to hospitals etc. 6urther, for invo%ng provisions of
section 194H, there is no stipulation that the professional services have to be necessarily rendered
to the person who ma%es payment to hospital.

* &herefore, &: s who are ma%ng payment on behalf of insurance companies to hospitals for
settlement of medical4insurance claims etc. under various schemes including ( ashless Schemes are
liable to deduct tax at source under section 194Hon all such payments to hospitals etc.

* )n view of the above, all such transactions between &E: s and hospitals would fall within the ambit
of provisions of section 194H

O uestion No. +8.

CD , CD - td. credited T +6B)) to?ards "ees "or pro"essional services and X +OB)) to?ards "ees
"or technical services to the account o" H3 in its ; ooks 0" account on 1.%) .+) 44. The total
su: 0" //B)) ?Pas paid ; y cheLue to H3 on %6.%+.+) 44. C MD

GD4Y5 -td. : akes a pay: ent 0" ¥ +6B)) to Mr. 3anesh on +.6.+) 44 to?Pards "ees '"or
pro"essional services and another pay: ent 0"¥+/B)) to hi: on the sa: e date to?ards "ees
"or technical services. Discuss ? hether TD' provisions under section %841 are attracted.

@D East , enAal Clu; Ea reno? ned "oot; all clu; Ehas enAaAed RaAhuEa resident in IndiaEas its
coach at a re: uneration 0" ¥ 1 lacs per annu: . The clu; ?ants to kno? "ro: you ? hether it

is lia; le to deduct taF at source "ro: such re: uneration.
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@D Pay: ent 0" ¥ / lakh : ade ;y ICP ( Co. to PinAu Events Co. - td. "or orAani@nA a de; ate
co: petition on the su; Gct FPreservation o" Rural HeritaAe o" RaGsthanH C MD

@D Pay: ent 0" / lacs : ade to Mr. Phelps ?ho is an athlete ; y a : anu"acturer o" a s?i: ?ear
"or ;rand a: ; assador. May +) %lD

aD A nationali@ed ; ank receivinA pro"essional services "ro: a reAistered society : ade provisions
on 2%) 2-+) 44 o" an a: ount 0" X +/ lacs aAainst the service charAes ; ills to ; e received.
C MDMay +) %lD

Ans?er: -

H- &he limit of 30,000 for non;deduction of tax under section 194Hwould apply separately for fees for
professional services and fees for technical services. &his means that if a person has rendered
services falling under both the categories, tax need not be deducted if the fee for each category does
not exceed X 30,000 even though the aggregate of the amounts credited to the account of such person
or paid to him for both the categories of services exceed X 30,000. &erefore, B( O Ltd. is not reSuired
to deduct tax at source in respect of the fees either at the time of credit or at the time of payment.

4 - &0 S provisions under section 194Hwould not get attracted, since the limit of ¥ 30,000 is applicable
for fees for professional services and fees for technical services, separately. )t is assumed that there
is no other payment to 8 r. 9anesh towards fees for professional services and fees for technical
services during the E.F., 0XX; XX

13- Section 194HreSuires deduction of tax at source 10" from the amount credited or paid by way of
fees for professional services, where such amount or aggregate of such amounts credited or paid to
a person exceeds 330,000 in a financial year. : s per Kxplanation 4a- to section 194H, professional
services include services rendered by a person in the course of carrying on such other profession as
is notified by the ( BO &for the purposes of section 194H
: ccordingly, the ( BO& has, vide 1otification 10.33 dated , 1.3., 003, in exercise of the powers
conferred by clause 4a- of the Kxplanation to section 194Hnotified the services rendered by coaches
and trainers in relation to sports activities as professional services for the purposes of section 194H
&herefore, the club is liable to deduct tax at source under section 194H from the remuneration
payable to the ( oach, /aghu.

#- &he services of Kvent 8 anagers in relation to sports activities alone have been notified by the ( BO &
as Iprofessional servicesd for the purpose of section 194H )n this case, payment of X 7 la% was
made to an event management company for organization of a debate competition. Hence, the
provisions of section 194H are not attracted.

However, & S provisions under section 194( relating to contract payments would be attracted and
conseSuently, tax has to be deducted ," wunder section 194( . &he tax deductible under section
194( would be % 10,000, being , " of X 7 1la%h.

/- : ny person responsible for paying to a non;resident sportsman #ncluding an athlete-, who is not a
citizen of )ndia of income shall be liable to deduct tax at source , 0" +plus HK( 4" - on payment
of 2 7,00,000 for advertising services under Section 194K of the : ct. )n case, if 8 r. Ehelps is resident
tax will be deducted at source under section 194H 10" on payment of X 7,00,000.

+ - &he nationalized ban%receiving professional services from a registered society is liable to deduct tax
at source 10" on provisions made on 31;03;, 0XX against the service charges bills to be received.
&ax is deducted at source at the time of credit of such income to the account of the payee or at the
time of payment thereof in cash or by issue of a che5ue or draft or by any other mode, whichever is
earlier. Mhere any such sum is credited to any account, whether called BBuspense accountBor by
any other name, in the boo%s of account of the person liable to pay such sum, such crediting shall
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be deemed to be credit of such sum to the account of the payee and the & S provisions shall apply
accordingly.

9 uestion No. 2) ||

A su: 0" 1)B)) ?as paid to Mr. DasturEan advocateEon %st IulyE+) 44 to?ards "ees "or his
pro'essional services ? ithout deductinA taF at source. - ater onEa "urther su: 0"30) B)) ?as due
to hi: on +6th Fe; ruaryE+) 44 "ro: ?hich taF 0" I %2B)) ?as deducted at source. The taF so
deducted ?as deposited on +/th IuneE+) +/. Co: pute interest paya;le ; y the deductor under
section +) YCAD

Ans?er: -

)n this case, tax is deductible 10" under section 194Hin respect of fees for professional services. Since
there has been a delay in deduction and deposit of tax, interest under section , 014: -is attracted.

: s per the provisions of section , 01+: - if a person who is liable to deduct tax at source fails to deduct
tax at source or after deducting such tax, fails to pay the tax as reSuired by the : ct, then he is liable to
pay interest as follows =

(i) 1" for every month or part of month on the amount of such tax from the date on which such tax
was deductible to the date on which such tax is actually deducted.

(i) IW" for every month or part of month on the amount of such tax from the date on which such tax
was deducted to the date on which tax is actually paid.

&herefore, in the given case, interest under section , 01H: - would be computed as follows =
1" on tax deductible but not deducted i.e., 1" on 2. ,000 for 3 months =% 430

1W" on tax deducted but not deposited i.e. IW" on X13,000 for 4 months =3 230

&otal interest payable under section , 014H:-=31,.0

Q9 uestion No. 2%

M7s. ' univesh Investors is enAaAed in the ; usiness 0" stock ; rokinAEdepositoriesE: o;ilisation o"
deposits and : arketinA o" pu; lic issues. It is a reAistered : e: ;er 0", o: ;ay ' tock EFchanAe.
Every year it : akes pay: ent a: ountinA to T 9% lakhsE to the ' tock EFchanAe ;y ?ay o"

"non

transaction charAes in respect o" "ully auto: ated online tradinA "acility. This service is availa; le
to all : e: ; ers o" the stock eFchanAe in respect 0" every transaction that is entered into. Would

it ; e lia; le "or taF deduction under section %841 B Q(MAY +) ¥8D
Ans?er: -

* Snder section 194H, & S is attracted in respect of, inter alia, fees for technical services. &echnical
services li% managerial and consultancy services are in the nature of specialised services made
available by the service provider to cater to the special needs of the customer user as may be felt
necessary. )t is the above feature that distinguishes or identifies a service provider from a facility
offered

» However, the service provided by the BSK for which transaction charges are paid does not satisfy
the test of specialized, exclusive and individual reSuirement of the user or the consumer who may
approach the service provider for such assistance or service. &herefore, the transaction charges paid
to BSK by its members are not for technical services but are in the nature of payments made for
facilities provided by the stoc%exchange. Such payments would, therefore, not attract the provisions
of tax deduction at source under section 194H
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* : ccordingly, payment of transaction charges of X 10 la%s by 8 4s. Sunivesh )nvestors to BSK in
respect of fully automated online trading facility would not be liable for tax deduction at source
under section 194H

Ouestion No. 2+.

() Mr. ' han an individualE ? hose turnover "ro: the ; usiness carried on ;y hi: durinA the
"inancial year i: : ediately precedinA the "inancial year eFceed ¥ %) ) lakhEpaid "ee to an
architect 0"2 /) B)) "or "urnishinA his residential house.

(ii) Mr. ' oha: purchased licensed copy o" co: puter so"t? are "ro: the so"t?are vendor @esident
o" IndiaDalonA ?ith all riAht to use it "or¥ /) B) ) to ; e used "or ; usiness purposes. Qov. +) %0D

Ans?er: -

(i) : s per Section 194H, 6ees paid to a resident for professional services is liable for &S 10" where
such fees exceed X 30,000 during the financial year. : n individual is liable to deduct tax at source if
the turnover from the business exceeds X 100 la%hs during the preceding financial year. However,
the provisions are not attracted, if the fee is paid exclusively for personal purposes. Since the fee
paid is for furnishing of his residential house, it is exclusively for personal purposes. &herefore, 8 r.
Shan is not reSuired to deduct tax at source on the fees of 370,000 paid to an architect for furnishing
his residential house.

(ii) ( onsideration for transfer of all or any right to use of computer software “including granting of a
licence- would fall within the meaning of RoyaltyB &x deduction at source 10" under section
194Hwould be attracted where the amount of royalty exceeds X 30,000.

However, an individual is not reSuired to deduct tax at source under section 194Hon the sum paid
by way of royalty, even if it exceeds X 30,000. &herefore, 8 r. Soham is not reSuired to deduct tax at
source on the amount of ¥ 70,000 paid towards purchase of licensed copy of computer software from
the software vendor.

Ouestion No. 22.

Mr. P provides technical consultancy to its various clients ? ho deduct taF u7s %84-1 o" the Act.

"ne

Mr. P applies "or lo? er taF deduction certi'icate u7s %80 "ro: the TD' o"'icer in respect o" his
receipts "ro: consultancy. DurinA the previous year +) 44-44EMr. P ?as issued the lo?er taF
deduction certi'icate allo?inA hi: to receive the consultancy pay: ents a"ter deduction o"
taFJ %K. Mr. P "or? arded this certi"icate to his client Mr. 9 askinA hi: to deduct taFJ %K on the
pay: ents 0" % lakhs to ;e : ade to Mr. P.

Mr. 9 has approached you to advise on the a: ount 0" taF to ; e deducted "ro: the pay: ent to ;e
: ade to Mr. P. You Aathered the in"or: ation that Mr. P is not "ilinA his ITRs "or the last t?o
Assess: ent years and TD' credit in his +1A' is: ore than ¥ %lakh in each last t? o years i.e. A.Y.

+) 44-44 and +) 44-44. What ?ould ; e your advice to Mr. 9B PA' T PAPEREMAY +) +2D

Ans?er: -

"

» : spersection 194H, 8 r. T is reSuired to deduct tax at source ," onZg 17 la%hs in respect of payment
for technical consultancy to 8 r. E. However, since 8 r. E has furnished lower tax deduction certificate
issued under section 192 specifying lower rate of 1" to 8 r. T, tax would be deducted at such lower
rate of 1" .

* However, as per section , 0. : B, since 8 r. E has not furnished his return of income for : .F., 0XX; XX
4: .F., 0XX;XX relevant to the E.F. , 0XX; XX4E.F., 0XX; XX, respectively, and the aggregate of & S and

S S——
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& S in his case is X 1 la% in the said previous year, which is more than the threshold of ¥ 70,000,
8 r. T is reSuired to deduct tax at source on payment of fees for technical consultancy to 8 r. E, at
higher of inter alia the following rates =
4- at twice the rate prescribed in the relevant provisions of the : cti.e., 4" @eing twice the rate of
, " applicable under section 194HA @]lternatively, since tax is deductible as per lower tax
deduction certificate issued under section 192, rate of , " may be mentioned in the answerAN
#i- at 7"
e : ccordingly, 8 r. T is reSuired to deduct tax at source 7" on X 17 la%hs, being the amount paid as
technical consultancy fees.
1ote ; &he above answer is on the basis that receipts from technical consultancy represents fees for

"

technical services attracting &S ," . )t may be noted that Itechnical consultancyJis also covered
under the definition of HErofessional ServicesBunder section 194H &he rate of & S for 6ees for
professional services is 10" . )f receipts from technical consultancy is treated as fees for professional
services, the & S rate applying section , 0. : B would be , 0" , being the higher of 7" or twice the
applicable rate of 10" . &his is an alternate view possible since technical consultancy is also included

in the definition of Birofessional Serv icesBunder section 194H

784-C

CD MaF -i: ited pays I %8 +B)) to Mini - i: itedEa resident contractor ? hoEunder the contract
dated %/th cto; erE+) 44E: anu'actures a product accordinA to speci"ication o" MaF - i: ited
; y usinA: aterials purchased "ro: MaF -i: ited. C MD

GD TEan individual ? hose total sales in ; usiness durinA the year ended 2%2.+) +4 Pas ¥ +.+)
croresEpaid ¥ 8 lacs ; y cheLue on %%+) 44 to a contractor Gn individuallE"or construction
o" his "actory ; uildinA. No a: ount ? as credited earlier to the account o" the contractor in the
; ooks 0" T. C MD

@D, y virtue 0" an aAree: ent ?ith a nationali@d ; ankEa caterinA orAani@tion receives a su: o

" n "ne

T /)B)) per : onth to?ards supply o" "oodE ? aterEsnacks etc. durinA o""ice hours to the
e: ployees o" the ; ank. C MD

CGDRX Y8H)B)) credited to the account o" DiAitech ' tudios @G partnership "ir: Don 2%) 2.+) 44
;Y , TVETelevision channelEto? ards part consideration "or shootinA o" Tele Episode "or %)
? eeks as per the storylineEcontents and speci'ications 0", -TV channel. W V +) %6D

gD ': t. ViQya paid to Civil enAineer 0"¥ /B ) B)) "or construction o" residential house "or sel"-
use. C MD

AD Ranu - td.EenAaAed in : anu"acturinA o" paperEpays 348 ) B )) to the head o" la; our union to
; e distri; uted to various ? ork: en as per the ?ork done ; y the: . The A ?ants the assessee
to deduct taF on such pay: ent under section %84C. Is the action 0" A tena;le in 1a?B
@lov. +) 8-N' D

Ans?er: -

H1- &he definition of Iwor%J under section 194( includes manufacturing or supplying a product
according to the re5Suirement or specification of a customer by using material purchased from such
customer. )n the instant case, 8 ini Limited manufactures the product as per the specification given
by 8 ax Limited by using the raw materials purchased from 8 ax Limited. &herefore, it falls within
the definition of Iwor%Junder section 194( .
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( onseSuently, tax is to be deducted on the invoice value excluding the value of material purchased
from such customer if such value is mentioned separately in the invoice. )f the material component
is not mentioned separately in the invoice, tax is to be deducted on the whole of the invoice value.

4 - : n individual who@ turnover in case of business exceeds / s.1cr, in case of profession exceeds /s.70
lacs during preceding EF is liable to deduct tax at source under section 194( for the financial year
, 0XX; XX in respect of the payment made to contractor exceeding % 30,000 in a single contract and
% 1,00,000 in aggregate of contracts during the financial year.
&urnover of the individual &is X, ., O crores in the financial year , 0, 3;, 4. &erefore, &is specified
assesse.
: s the payment during financial year , 0XX;XX to the contractor has exceeded the limits prescribed
in section 194( , tax has to be deducted under section 194( . &he rate of tax deduction is 1" as the
contractor is an individual.

13- &he definition of Iwor%Junder Kxplanation to section 194;( includes catering services and therefore,
&) S provisions under section 194( are attracted in respect of payments to a caterer. : s the payment

exceeds X 30,000, the nationalized ban%is reSuired to deduct tax at source at," on the payments
made to catering organization under 194;( . )f the catering organization is an individual or HS6,
then the tax deduction shall be 1" .

#- Shooting of &ele Kpisode for B;&U as per the storyline, contents and specifications of B;&U falls
within the scope of Iwor%Junder section 194( . Since the amount credited exceeds the specified limit
of ¥ 30,000, &S ," wunder section 194( is attracted on % 19,70,000 credited to the account of
Oigitech Studios, a partnership firm. & S liability would be % 39,000 ®eing , " of 319,70,000A

- &ax has to be deducted under section 194( in case of payment to resident contractors. &he rate of
tax is 1" if the payee is an individual or HS6 and , "

HS6s.

However, as per section 194( #4-, no individual or Hindu undivided family shall be liable to deduct

in case of payees, other than individuals and

income tax on the sum credited or paid to the account of the contractor where such sum is credited
or paid exclusively for personal purposes of such individual or any member of the Hindu undivided
family

Jn this case, since Smt. Uijaya, an individual, ma% s payment of X 7 la%h to a civil engineer for
construction of residential house for self;use, she is not liable to deduct tax at source under section
194( from such sum.

+ - : ccording to Section 194( , any person responsible for paying any sum to a resident contractor for
carrying out any wor% +including supply of labour for carrying out any wor% in pursuance of a
contract between the contractor and contractee shall be liable to deduct tax at source 1" where
payee is individual if the consideration for the contract exceeds X 30,000.

&hus if the head of labour union is contractor, provisions of Section 194( of the : ct is attracted if
the said conditions are satisfied.

Ouestion No. 2/.

A, C -td. : akes the "ollo?inA pay: ents to Mr. 4Ea contractorE"or contract ? ork durinA the
P.Y.+)44-44&

T+)B)) on%/.+) 44
2+/B)) on %6.+) 44
T+6B)) on %% .+) 44

n %2.+) 44Ea pay: ent 0" X 2)B)) is due to Mr. 4 on account o" a contract ?ork. Discuss
?hether A, C - td. is lia; le to deduct taF at source under section %84C "ro: pay: ents : ade to
Mr. 4.
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Ans?er: -

)n this case, the individual contract payments made to 8 r. X does not exceed % 30,000. However, since
the aggregate amount paid to 8 r. X during the E.F., 0XX;XX exceeds X 1,00,000 +on account of the last
payment of 330,000, due on 1.3., 0XX, ta%ng the total from X 23,000 to X 1,03,000-, the &) S provisions
under section 194( would get attracted. &x has to be deducted 1" on the entire amount of ¥ 1,03,000
from the last payment of 230,000 and the balance of X , 3,920 4.e., ¥ 30,000 =% 1,030- has to be paid to
8r. X.

Q9 uestion No. 21.

Harathi Ce: ents - td. purchased Gite ; aAs "ro: RaGKu: ar ( Co. The latter has to supply the Gate

; aAs ?ith the loAo and address o" the assesseeEprinted on it. Fro: ) %) 8.+) 44 to +).) 2.+) 44E
the value o" Gate ; aAs supplied is 368 ) B ) ) E'or ? hich the invoice has ; een raised on +) .) 2.+) 44.

While e""ectinA the pay: ent "or the sa: eEis the assessee ; ound to deduct taF at sourceEassu: inA
that the value o" the printinA co: ponent involved is T €49 B)). You are in"or: ed that the

assessee has not sold any : aterial to RaGKu: ar ( Co. and that the latter has to : anu"acture the

Gate ; aAs in its plant usinAra? : aterials purchased ;y it "ro: outsiders.

Ans?er: -

* s per the definition under section 194( , Bvor%Bshall not include manufacturing or supplying a
product according to the reSuirement or specification of a customer by using raw material purchased
from a person, other than such customer. &his is regardless of the Suantum of expenditure incurred
towards printing or processing comprised in the bill amount.

* &he problem clearly states that /aj ' umar & ( o. has to manufacture the jute bags using raw
materials purchased from outsiders and that the assessee Bharathi ( ements Ltd has not sold any
material to them. &herefore, in this case, it is a contract of sale.

* Hence, the provisions of section 194( are not attracted and no liability to deduct tax at source would

arise

9 uestion No. 20.

Deer Co - td. enAaAed in the ; usiness 0" : anu"acture o" "urniture ite: s on contract ; asis. It su; -
contracted the production o" cushion "or the chairs to M7s - ion ( Co.Ea sole proprietary concern.
The su;-contractor M7s. -ion ( Co. procured the ra? : aterials "or production o" cushionsE
per'or: ed "urther la; our ? orks and supplied the sa: e to Deer Co. - td. It raised its ;ill on Deer
Co. - td.Esho?inA the cost 0" ra? : aterials T 4B ) B)) and la; our charAes 3%¥ ) B) ) separately.
EFplain ; rie"ly the taF deduction reLuire: ent in the hands o" Deer Co. - td. ®May +) %8-N' D
Ans?er: -

» s per the definition under section 194( , Bvor%8Bdoes not include manufacturing or supplying a
product according to the reSuirement or specification of a customer by using material purchased
from a person, other than such customer or associate of such customer. &his is regardless of the
Suantum of expenditure incurred towards processing comprised in the bill amount.

* &he problem clearly states that 8 4s. Lion & ( 0. has manufactured cushions for chairs by procuring
raw materials for production of cushions. Oeer ( ompany Ltd has not sold any material to them.
&herefore, in this case, it is a contract of sale. Hence, the provisions of section 194( are not attracted

and no liability to deduct tax at source would arise.

S S——
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O uestion No. 26.

M7s. Avtar -i: ited entered in to an aAree: ent "or the ?arehousinA o" its products ?ith A, C
WarehousinA and deducted taF at source as par the provision o" section ¥84C out ? arehousinA
charAes paid durinAthe year ended on 2%) 2-+) 44. The A. . ?hile co: pletinAthe assess: ent "or
Assess: ent year +) 44-44 o" Avtar a -i: itedEasked the co: pany ;y treatinA the ? arehousinA
charAes as rentEas de"ined in section %84-I and to : ake pay: ent o" di""erence a: ount o" TD'

?ith interest. It ?as su;: ittinA ;y the co: pany that the recipient had already paid taF on the

nn

entire a: ount o" ?arehousinA charAes and there"orEno? the di""erence a: ount o" TD' ;e not
recovered. Ho? everEit ?as prepared to : ake the pay: ent o" due interest o" de"erence a: ount

TD' EFa: ine critically the correctness o" the action or the treat: ent Aiven. May +) %0D
Ans?er: -

» &he payer tincluding the principal officer of the company- who fails to deduct the whole or any part
of the tax on the amount credited or payment made to a resident payee shall not be deemed to be
an assessee in default in respect of such tax if such resident payee has included the warehouse
charges in its return of income and paid tax thereon.

* However, : vtar Ltd. has to pay interesti.e., 1" p.m. or part of month, from the date on which such
tax was deductible to the date of furnishing of return of income by such resident payee i.e. : B(

Marehousing.

Ouestion No. 28.

Discuss the lia; ility o" TD' provisions in the "ollo? inA independent casesO

(i) 4 -td. is a producer o" natural Aas. DurinA the yearEit sold natural Aas Porth I +)F)B)) to
M7s. Ha? a Co.Ea partnership "ir: . It also incurred X +B ) B ) ) as "reiAht "or the transportation
o" Aas. It raised the invoice and clearly ; i"urcated the value 0" Aas as ?ell as the transportation
charAes.

(ii) , eta - tdEAave a contract to Alpha - td. "or the supply o" +) ) ) pens on ?hich the loAo 0", eta
- td. ?as printed. The ra? : aterials P ere purchased ;y Alpha - td. "ro: C - td.E?hich is not
related to , eta - td. The consideration paid "or the pens PasI%H)B)).

(iii) M7s. Ta; a - td. enters into a contract ? ith Mr. , a; u "or the transportation o" its products "ro:
its plant to ? arehouses. It pays a lu: p-su: a: ounto"¥+F)B)) to Mr., a; u "or the year at
the year end. Mr. , a; u is enAaAed in the ; usiness 0" plyinA Aoods carriaAes on hire. Mr. , a; u
is not an assessee under Inco: e-taF Act and thus did not provide PAN to Ta; a - td.

May +) 8- 'D

Ans?er: -

(i) &S u4s 194( is attracted on any sum payable to a resident contractor for carrying out any wor%
Since X Ltd., the producer of natural gas sells as well as transports the gas to the purchaser, 8 4s.
Hawa ( o., a partnership firm, till the point of delivery, where the ownership of gas is simultaneously
transferred, the manner of raising the sale bill +whether the transportation charges are embedded in
the cost of gas or shown separately- does not alter the basic nature of such contract which remains
essentially a Dontract for saleDand not a Bror%s contractDas envisaged in section 194( . &herefore, in
such circumstances, &) S provisions under section 194( are not applicable on the component of 9 as
&ransportation ( harges payable by 8 4s. Hawa ( o. to X Ltd. ( onseSuently, there is no liability to
deduct tax at source under section 194( in this case.
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(i) &S uds 194( is attracted on any sum payable to a resident contractor for carrying out any wor%
However, Bvor%Bshall not include manufacturing or supplying a product according to the reSuirement
or specification of a customer by using material purchased from a person, other than such customer
or associate of such customer. )n this case, since : lpha Ltd. has to supply pens to Beta Ltd. by using
materials purchased from ( Ltd., the contract for supply of pens is a Dontract for saleDand not a
wor%s contract. ( onseSuently, there is no liability to deduct tax at source under section 194( in this
case.

(iii) &ax is not reSuired to be deducted at source under section 194( from the sum credited or paid to the
account of a contractor, during the course of the business of plying, hiring or leasing goods carriages,
if he furnishes his E: 1 to the deductor.

)n this case, since 8 r. Babu has not furnished his E: 1 to 8 4s. &ba Ltd., 8 4s. &ba Ltd. has to
deduct tax at source , 0" as per section , 0.: : on lumpsum payment of ¥, ;70,000 to 8 r. Babu,
since the same exceeds the aggregate threshold of ¥ 1,00,000.

9 uestion No. 4) ||

The assessee "ir: MY7s. Karish: a Transport ' ervices entered into contract ?ith a ce: ent
co: pany "or transportinA ce: ent to various places in India "or a yearly contract eFceedinA %)
crores. As the assessee did not have transport vehicles 0" its 0? nEit enAaAed the services o" other

nn

transporters "or the said purpose. The ce: ent co: pany e"ected pay: ents to the assessee to? ards
transportation charAes a"ter deduction o" taF at source. In its return o" inco: eEthe assessee
sho? ed the inco: e arisinA out 0" the ; usiness o" transport contracts. While : akinA pay: ent to

truck operators or o? nersEthe assessee had not deducted taF at source. The AssessinA ""icer has
disallo? ed 2) K o" the eFpenditure "or non-deduction o" taF as it eFceeded the threshold li: it

speci'ied under the Inco: e taF Act. Is the contention 0" AssessinA ""icer validB (Dec. +) +%D
Ans?er: -

» Section 194( reSuires deduction of tax at source in case of payments to resident contractors4sub;
contractors, where the individual payment exceeds % 30,000 or the aggregate payments to residents
during the year exceed X 1 1a%h.

Mhere the tax re5uired to be deducted at source has not been deducted or after deduction, has not
been paid within the stipulated time, then disallowance u4s 404a-ta- is attracted, at 30" of the
expenditure in the form of payments made to the residents.

* &he nature of the contract entered into by the assessee;firm, with the cement company ma%es it
clear that it was the responsibility of the assessee;firm to transport the cement of the companyNand
how to accomplish this tas% of transportation was a matter exclusively within the domain of the
assessee;firm.

* Mhen any truc%got engaged for the purpose of execution of the wor%underta%en by the assessee;
firm and freight charges were payable to its operator or owner upon execution of the wor% i.e.,
transportation of the goods, all the essentials of a contract existedNand the truc%operator or owner
became a sub;contractor.

* )n this case, the assessee;firm was not acting as a facilitator or intermediary between the cement
company and the truc%operators or owners because those two parties had no privity of contract
between them. &he contract of the company for transportation of its goods was only with the
assessee;firm and it was the assessee;firm who hired the services of the truc%s. &e payment made

by the assessee;firm to such transporter was clearly a payment made to a sub;contractor.
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» &herefore, section 194( was applicable and the assessee;firm was under obligation to deduct tax at
source in relation to the payments made by it to the truc%operators or owners for hiring the vehicles
for the purpose of its business of transportation of goods, if the payment exceeded the individual
threshold limit of ¥30,0004aggregate threshold limit of ¥ 1 la%h specified thereunder.

* &he action of the : ssessing Cfficer in disallowing 30" of the expenditure for non;deduction of tax

as it exceeded the threshold limit, is correct.

loteL&he facts given in the Suestion are similar to the facts in Shree ( houdhary &ransport
(o0.v.)& @0, 0A4,. )&/ , 39, wherein the issue came up before the Supreme ( ourt. &he

above answer is based on the rationale of the Supreme ( ourt in the said case.

)t may be noted that section 194( provides that no tax is deductible at source where transport
charges are made to a contractor4sub;contractor, who owns ten or less goods carriages at
any time during the previous year , 0XX;XX, and have furnished a declaration to this effect
along with their E: 1. )f the transporters satisfy these conditions stipulated u4s 194( , the
action of the : ssessing Cfficer would be incorrect.

984-M (_ ¥84-N

O uestion No. 4%

M7s Kashdash (PD- td. an Indian co: pany in the ; usiness 0" event : anaAe: ent throuAhout India
?ith dra?s ¥ %) lakhs in cash on Oth day o" each : onth durinA the "inancial year +) 44-44 "ro:
its current account ?ith . nion , ankE"or local pay: ents and "or pay: ent o" ? aAes and incentives

nn

to te: porary e: ployees enAaAed ;y it "or di""erent events. It did not : ade any sinAle pay: ent o"
%9 B)) or: ore to any person in a day. EFa: ine the lia; ility "or taF deduction at source in the

present case.
Ans?er: -

e Section 1941 provides that every person, including, inter alia, a ban%ng company, who is
responsible for paying, in cash, any sum or aggregate of sums exceeding % 1 crore during the previous
year to any person from one or more accounts maintained by such recipient;person with it, shall
deduct tax at source ," of sum exceeding X 1 crore.

* )n the present case, 8 4s. ' ashdash #- Ltd. an )ndian company has withdrawn X 10,00,000 in cash
on 2th of each month from the current account with Snion Ban% which is totaling to ¥ 1., O crores
in aggregate during the previous year , 0XX;XX.

* &hus, Snion Ban%is reSuired deducted tax at source of X 40,000 @e., ," of X, O la%hs, being the

amount exceeding % 1 crore-.

9 uestion No. 4+.
n 2%t Dece: ; erE+) 44EMr. NitinEa resident individual ? hose Aross turnover ? as ¥ 80 lakhs
durinA the precedinA previous yearE paid ¥ 1/ lakhs to Mr. , asantEa resident individualE as

"ne

contract pay: ent "or repairinA his o""ice ; uildinA.

Ans?er: -

Since gross turnover was during the preceding previous year does not exceed X1 ( r, & S provisions u4s
194( are not attracted in respect of payment made in the E.F. , 0XX;XX to 8 r. Basant, a resident

individual for repairing his office building. However, tax is reSuired to be deducted at source ," under

section 1948 , on the payment of 2 . 7,00,000 since such amount exceeds X 70 la%hs.

S S——
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Q9 uestion No. 42.

Mr. SEa resident individualEstarts a ne? ; usiness on ) %%%+) 44 "or sale o" uniLue T-shirts. He
o; tained a valid PAN in his na: e and reAisters hi: sel" on A, C.co: @ ' inAapore ; ased ?e; sitelE
an e-co: : erce operatorE"or sale o" his products in India.

Mr. 5 sold Aoods ?orth ¥ 1) lakhs throuAh A, C.co: upto 2%) 2-+) 44. E-co: : erce operator
credited the "ollo?inA pay: ents "ro: ti: e to ti: e paya;le to Mr. 5 in its ; ooks 0" accounts.

2%%+-+) 44 T +) lakhs
+6-) +-+) 44 T % lakhs

Full and "inal pay: ents have ; een released ; y A, C.co: to Mr. 5 on 2%) 2-+) 44 a"ter deductinA
a co: : ission 0" %) K on Aross sale proceeds.

Mr. 5 received T %) B) B)) directly in his ; ank out 0" a; ove ¥ 1) lakhs throuAh Payt: ?allet
directly connected ; y A, C.co: to the account o" Mr. 5. Discuss the TD' provisions applica; le on
the a; ove transactions alonA ?ith the date and a: ount o" taF deducti; le. Mec. +) +%D

Ans?er: -

* s per section 194;C, : B( .com, an e;commerce operator is reSuired to deduct tax 0.1" on the
gross amount of sale of goods +8gshirts, in the present case- of 8 r. Q a resident individual, an e;
commerce participant, since such sale of goods is facilitated by : B( .com through its digital or
electronic facility or platform.

e : B( .com isreSuired to deduct tax at the time of credit of such sum or payment, whichever is earlier.
: ny payment received directly by 8 r. Q for the sale of goods, facilitated by : B( .com, would be
deemed to be amount credited or paid by : B( .com to 8 r. Q.

* : ccordingly, : B( .com is re5uired to deduct tax of 2, ,000 #0.1" VI, 0,00,000-and X 1,700 ©.1" V
% 17,00,000- on 31;1,;, 0XX and on , 3;0, ;, 0XX, respectively, being the dates on which such
amounts were credited in boo%s of account of : B(..com, since the date of credit is earlier than the
date of payment in these two cases.

* : B( .com is also reSuired to deduct tax of ¥ 1,000 #©.1" of X 10,00,000 being the amount received
by 8 r. Qdirectly in his ban%.

* Cn 31;3;, 0XX, : B( .com is also reSuired to deduct tax of ¥ 1,700 #.1" of X 17,00,000-, being the
amount of full and final payment made on 31;3;, 0XX.

784-P
In respect o" the "ollo?inA independent case scenariosEyou are reLuired to discuss the provisions
related to taF deducted7collected at source and a: ount o" taF deducti; le "or the year ended 2%st
March +) 44.
(i) Mr. RaGt aAed 08 yearsEa retired resident individualE: aintains a savinAs ; ank account CD
and a "iFed deposit account &FD?ith A, C, ankEDelhi. He provides the "ollo? inA details to A, C

, ank in respect 0" "inancial year +) 44-440

Interest on CD RO0/E)
Pension "ro: e: ployer Geceived in savinAs account CD R //B)) per: onth
Interest "ro: "iFed deposit account FD RYE)B))
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He does not have any other inco: e durinA the "inancial year +) +2-+4. Assu: e that Mr. RaGt
opt out o" de"ault sche: e.

Ans?er: -

(i) 8r./ajatis a specified person as per section 194E as he is of age of 29 years, having pension income
and only interest on fixed deposit with : B( Ban% His pension income is also received in savings ban%
with : B( Ban% : s per section 194E, : B( Ban%-specified ban% is reSuired to deduct tax at source
on the basis of rates in force on the total income of 8 r. / ajat for : .F. , 0XX;XX, computed after giving
effect to =

* deduction allowable under ( hapter U);: Nand

e rebate allowable under section 32:

Earticulars 3 b4
Eension ® 77,000 x 1, - .,. 0,000
LessLStandard deduction u4 s 1. #a- 70,000 .,10,000
Jnterest on fixed deposit 1,, 0,000

Jnterest on Saving ban%account 27,100 1,97,100
9ross &otal )Jncome 3,07,100
0 eduction u4s 30&3B @nterest on fixed deposit and savings account, 70,000
restricted to 370,000, since 8 r. / ajat is a resident )ndian of the age of

29 yearsA

&otal )ncome 2,77,100
&ax to be deducted by the specified ban%i.e., : B( Ban%@0" x 3 .34.1

,, 77,100 R 2,77,100 ; ¥7,00,000-P X 10,000 +eing 7" ofX, ,00,000-A

plus HK( 4"

%84-9

Q9 uestion No. 4/.

Mr. 3uptaEa resident IndianEis in retail ; usiness and his turnover "or F.Y.+) ++-+2 ? as ¥ %+ crores.

He reAularly purchases Aoods "ro: another residentEMr. AAar? alEa ? holesalerEand the aAAreAate

pay: ents durinAthe F.Y.+) 44-44 ?asI 8/ lakhs @ +) lakh on %1.+) 44EX +/ lakh on %*.6.+) 44E
% ++ lakh on +2.%%+) 44 and X +6 lakh on +/.2.+) 44D

Assu: e that the said a: ounts ?ere credited to Mr. AAar? alB account in the ; ooks o" Mr. 3upta

on the sa: e date. Mr. AAar? alR turnover "or F.Y.+) ++- +2 Pas ¥ % crores.

(i) , ased on the a; ove "actsEeFa: ine the TD' 7TC' i: plicationsEi" anyEunder the Inco: e-taF ActE
%81%

(i) Would your ans?er ; e di""'erent i" Mr. 3upta@ turnover "or F.Y.+) ++-+2 ?as ¥ 6 croresEall other
"acts re: aininA the sa: eB

(iii) Would your ans? er to CdDand G DchanAeEi" PAN has not ; een "urnished ; y the ; uyer or sellerE
as reLuired RTP Nov-++D

Ans?er: -

1. Since 8 r. 9 uptal® turnover for 6.F., O, , ;, 3 exceeds /s.10 crores, and : ggregate payments made by
him to 8 r. : garwal, a resident seller exceed /s.70 la%hs, tax is to be deducted u4s 194T on the
payments made on , 3.11., 0XX and , 7.3., 0XX
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&ax of X 1,200 4.e., 0.1" of X 12 la%s- has to be deducted u4s 194T from the payment4credits of X
,, la%i on , 3.11., 0XX
&x of /s., ,300 4.e., 0.1" of ¥, 3 la%hs- has to be deducted u4s 194T from the payment4credit of X
, 3 1a%s on, 7.3., 0XX.

lote ; )n this case, since both section 194T and , C. ( 1 H-. applies, tax has to be deducted u4s 194T .

, . )f8 r.9uptab turnover for the 6.F., 0, , ;, 3 was only / s.3 crores, & S provisions under section 194T
would not be attracted. However, & S provisions under section , C. ( 1H- would be attracted in the
hands of 8 r. : garwal since his turnover exceeds X 10 crores in the 6.F., O, , ;, 3 and his receipts from
8 r. 9upta exceed /s.70 la%s.

&ax is to be collected u4s , C. ( HH- since the aggregate receipts exceeded the threshold of /s.70
la%s

&ax of /s.1,200 4.e., 0.1" of /s.12 la%s- has to be collected u4s , C. ( 1H-on , 3.11., 0XX ¥ s, ,
la% ; /s.7 la%hs, being the balance unexhausted threshold limit-. &x of /s., ,300 t.e., 0.1" of /s., 3
la%hs- has to be collected u4s , C. ( HH-on, 7.3., 0, 3.

3. )ncase H-, if E: 1 is not furnished by 8 r. : garwal to 8 r. 9 upta, then, 8 r. 9 upta has to deduct tax
7" , instead of 0.1" . : ccordingly, tax of /s.37,000 4.e., 7" of 12 la%hs- and /s.1,40,000 " of
/ s., 3 1a%hs- has to be deducted by 8 r. 9upta uds 194T on, 3,11., 0XX and , 7.3., 0XX, respectively

Jnn case 4 -, if E: 1 is not furnished by 8 r. 9 upta to 8 r. : garwal, then, 8 r. : garwal has to collect tax

1" instead of 0.1" . : ccordingly, tax of X 12,000 4.e., 1" of /s.12 la%hs- and /s., 3,000 1" of
/s., 3 la%hs- has to be collected by 8 r. : garwal u4s , C. ( HH- on , 3.11., 0XX and , 7.3., 0XX,
respectively

O uestion No. 41.

Delta - td.Ean Indian co: panyE? hich ? as incorporated on %4.+) 44 purchases coal "ro: Phi- td.E
another Indian co: panyE"or X 0/ lakhs durinA the P.Y.+) 44-44Eto : anu"acture steel. Delta - td.
"urnishes a declaration that such coal is used to : anu"acture steel and not "or tradinA. What are
the TC' 7TD' i: plications on such transactionEi" Delta - td.@ turnover ?as ¥%" crores in the
P.Y.+) 44-44Rand Phi - td.Q annual turnover ranAes ; et? een ¥ %l crores and ¥%6 crores in the

last "e? yearsB

Would your ans?er chanAe i" Delta - td. ?as incorporated on %4.+) +2 and its turnover in the
P.Y.+) +2-+4 is ¥ %) croresB RTPEN V +) +2D

Ans?er: -

e : s per section , 0. ( H: -, since Oelta Ltd., a resident buyer, has furnished a declaration that coal is
used for manufacturing steel and not for trading, Ehi Ltd. is not reSuired to collect tax at source under
section , 0. ( H-. )n case of goods covered under section , 0. ( H1-but exempted under section , 0. ( H: -,
tax would not be collectible under section , 0. ( 1H-. However, section 194T will apply in such cases
covered under section , 0. ( H: - and the buyer would be liable to deduct tax under section 194T, if
the conditions specified therein are fulfilled.

¢ However, for the provisions of section 194T to be attracted, a buyer is reSuired to have total sales or
gross receipts or turnover from the business carried on by it exceeding X 10 crores during the financial
year immediately preceding the financial year in which the purchase of goods is carried out. &he ( BO &
has, vide ( ircular 1o. 134, 0O, 1, dated 30.. ., O, 1, clarified that since this condition would not be

satisfied in the year of incorporation, the provisions of section 194T shall not apply in the year of
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incorporation. Since Oelta Ltd. is incorporated in the E.F. , 0XX; XX, it would not Sualify as a IbuyerJ
for the purpose of section 194T for the said previous year, inspite its turnover exceeding % 10 crores

in the current previous year.
* &hus, the transaction would neither attract & S u4s 194T nor & S u4s, 0. ( .

¢ &he answer would not change even if O elta Ltd. was incorporated on 1.4., O, 3 and its turnover in the
E.F., 0, 3;, 4 is X 10 crores, since the said turnover does not exceed X 10 crores.

TC'
e LIV 4ec 206C)1)

A partnership "ir: : akinA sales o" ti: ; er in ' epte: ; er +) 44 Phich ?as procured and o; tained
under a "orest lease. MAY +) %1 DC MD

Ans?er: -

* Eartnership firm selling timber obtained under forest lease & S, .7" .
* s per section , 0. ( f1-, tax has to be collected at source ,.7" by the partnership firm, being a
seller, at the time of debiting of the amount payable by the buyer to the account of the buyer or at

the time of receipt of such amount, whichever is earlier.

PR s LY B TN 4ec 206C)1C)

' tate 3overn: ent o" TelanAana Arants a lease 0" coal : ine to M7s 4Y5 Co. - td. on ) %) 8-+) 44
and charAed ¥ %) crores "or the lease. M7s 4Y5 Co. - td. sold coal "or X %crore to M7s A, ®D- td.
durinA the previous year +) 44-44. The turnover o" M7s 4Y5 Co. and M7s A, ®D-td. "or the
"inancial year +) ++-+2 a: ounted toX / crores and X 1 croresErespectively. May +) ++DMTP APRI-
+4D

Ans?er: -
n

State 9 overnment is reSuired to collect tax at source . ," u4s ,C.( H(-on X 10 crores, being the

charges for lease of coal mine.

& SO," x%10 crores O, 0,00,000
8 4s XFQ( o. Ltd. is reSuired to collect tax at source 1" u4s, 0. ( #- on sale of coal to 8 4s : B 4E- Ltd.
& SO1" of 1 crore OX 1,00,000.

PR s LY B [N 4ec 206C)1)

M7s. PMPCEa partnership "ir: Eis enAaAed in the : anu'"acture o" card; oard carton ; oFes used in
packaAinA industry. DurinA the year it has sold cuttinA ? aste Aenerated a: ountinA to X 2) lakhs
to M7s. PAPC - td.Ea paper : anu"acturinA co: pany. It uses such cuttinA ? aste purchased as ra?
: aterial "or its production. Discuss the i: plication o" this transaction ?ith respect to the
collected at source. May +) %8-N' D

Ans?er: -

* s per section , 0. ( 4, a seller of, inter alia, scrap is reSuired to collect tax 1" from the buyer.
Scrap means waste and scrap from the manufacture or mechanical wor%ng of materials which is
definitely not usable as such because of brea%age, cutting up, wear and other reasons.

» However, tax is not reSuired to be collected at source if the resident buyer furnishes to the person
responsible for collecting tax, a declaration in the prescribed form that such scrap is to be utilised

for the purposes of, inter alia, manufacturing.
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* &hus, no tax is rebSuired to be collected at source by 8 4s. E8 E( , the seller, on sale of scrap to 8 4s.
E: E( , if 8 4s. E: E( furnishes to 8 4s. E8 E( , a declaration in the prescribed form that such scrap
is to be utilised as raw material for production of paper.

4ec 206C)1G)

Mr. Ron took a loan 0" %) lakhs "ro: his e: ployerETho: as Private - i: itedEan Indian do: estic

: anu'acturinA co: pany "or sponsorinA studies o" his son in 3er: any. ut o" the said loanEhe

re: itted T 6D/B)) toPards "ees to the . niversity in 3er: any "or his sonB education on

) %% .+) 44. He also re: itted to his son an a: ount 0"¥4H/B)) "or pursuinA hiAher studies in

3er: any to?ards his out-o"-pocket eFpenses on +).) +.+) 44. , oth the re: ittances Pere : ade

throuAh the sa: e authori@d dealer under the - i; eralized Re: ittance ' che: e 0" R, I. (E4AM &

N VE+2D

AN' WERO-

* &ax would be collectible at source under section , 0. ( 19 - by the authorised dealer, who received
an amount, under the Liberalised /emittance Scheme of the /B), for overseas remittance from 8 r.
/on at the rate of 7" of the sum exceeding X 2 la%hs.

* &ax of X 3,270 #" of ¥ 1,27,000, being the sum exceeding X 2 la%hs- would be collectible by the
authorised dealer on 1.10., 0XX on remittance of X 3,27,000 for education of his son out of the loan
from his employer. &e concessional rate of & S of 0.7" would not be applicable, since the amount
of remittance is not out of a loan obtained from any financial institution as referred under section
30K.

* &x of X, 3,270 " of X 4,27,000- would be collectible by the authorised dealer on , 0., ., 0XX on
remittances of X 4,27,000 for education of his son for out;of; poc%t expenses.

e LW A 4ec 206C)1)

Tulsi Private - td.Ea co: pany enAaAed in ship ;reakinA activityEsold so: e old and used platesE
?ood etc.Ein respect o" ?hich it did not collect taF "ro: the ; uyer. The co: pany clai: ed that
such ite: s are usa;le as such. HenceEthese are not BcrapPto attract the provisions "or collection

icer treated such ite: s in the nature o" BcrapPand raised a
de: and u7s +) %€dDand interest u7s + %CAD

o" taF at source. The AssessinA

"ne

It the action o" the AssessinA icer in treatinA such ite: s as BcrapPtena;le in la? B Discuss.
MVov. +) %6-N' D
Ans?er: -

* : ccording to section , O. ( , every seller shall collect tax at source 1" in case of sale of scrap from
the buyer at the time of debiting of the amount payable by the buyer to the account of the buyerNor
receipt of such amount from the buyer in cash or by cheSue or draft or any other mode, whichever
is earlier.

* BScrapBmeans waste and scrap from the manufacture or mechanical wor%ng of materials which is
definitely not usable as such because of brea%age, cutting up, wear and other reasons.

* &he facts of the case are similar to ( )&v. Eriya Blue )ndustries - Ltd. @01. A331 )&/ , 10 9O uj-. &he
( ommissioner + ppeals- observed that the assessee was engaged in ship brea%ng activity and the
products obtained from the activity were finished products which constituted sizable chun% of
production done by the ship brea%ers. &he ( ommissioner + ppeals- agreed with the assessee that
such products though commercially %nown as BcrapDwere definitely not Bvaste and scrapB He
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further agreed with the contention of the assessee that the items in Suestion were usable as such
and, therefore, do not fall within the definition of BcrapBas given in clause +b- of Kxp. to section
, 0. ( H-. &he &ibunal observed that the Braste and scrapDmust be from manufacture or mechanical
wor%ng of material which is definitely not usable as such because of brea%age, cutting up, wear and
other reasons.

* Since the assessee is engaged in ship brea%ng activity, these items4products are finished products
obtained from such activity which are usable as such and hence, are not Waste and scrapDthough
commercially Ynown as scrap.

* &he High ( ourt concurred with the views of the &ibunal and held that any material which is usable
as such would not fall within the ambit of the expression BcrapDas defined in clause +b- of the
Kxplanation to section , O. ( .

* &hus, in the present case there will be no liability on the buyer to collect tax at source. &hus, the
action of the : ssessing Cfficer in treating such items as BcrapGs not tenable in law.

4ec 206C)1C)
K-' -td. Aives a : ultilevel parkinA ; uildinA in "ront o" a shoppinA: all in Delhi to P9R - td. on a

lease 0" 8) years. POR - td. is lia; le to pay T 2 crores as one ti: e lease pre: iu: in addition to an
annual lease rent 0" ¥ +1 lakhs. What ?ill ;e the TD' 7TC' lia;ility in the hands o" K-' - td. as
Pell as in the hand 0" P9R - td.B What ?ill ; e your ansPer i" POR - td. does not have PANB

Ans?er: -

* Section , 0. ( H( - provides for collection of tax by every person who grants a lease or a licence or
enters into a contract or otherwise transfers any right or interest in any par%ng lot to another person
‘other than a public sector company- for the use of such par%ng lot for the purposes of business.
&he tax shall be collected as provided, from the licensee or lessee of any such licence, contract or
lease of the specified nature, at the rate of ," . &hus, ' LS Ltd. has to collect tax at source on X 3
crores and on annual lease of X, . la%s ," .: s per Section , 0. ( H( -, in case ET / Ltd. does not
have E: 1, tax is to be collected at source at the higher of the following rates =
{a- at the twice the rate mentioned in the relevant section under ( hapter XU)); BBNor
+- at the rate of 7" .

» &hus, in such case tax will be collected at source 7" .

» : ccording to Section 194), any person who is responsible for paying to a resident any income by way
of rent shall deduct income tax at the rate of 10" in respect of rent for use of any land or building,
including factory building, or land appurtenant to a building, including factory building or furniture
or fixtures-.

» However, vide ( ircular 1o0. 374 ,01. dated 13;10;, O1., it has been clarified that lump sum lease
premium or one;time upfront lease charges, which are not adjustable against periodic rent, paid or
payable for acSuisition of long;term leasehold rights over land or any other property are not
payments in the nature of rent within the meaning of section 194;) of the : ct. &erefore, no tax shall
be deducted at source for one time lease premium amounting X 3 crore.

* &hus, ET/ Ltd. will be reSuired to deduct tax at source 10" on annual lease premium of X, .
la%hs 0%, .. la%s.

RS (Y [P A 4ec 206C)1F)

RaAhav Motors - td.E- udhianaEis a dealer in cars o" Ford and Maruti Cars and also runs a service

station. The sale 0" cars 0" RaAhav Motors - td. "or F.Y. +) ++-+2 is ¥ 8.6) crores. The sale 0" spare

parts and service station is ¥ 1) lakhs "or F.Y. +) ++-+2.

M7s. : -td.EdealinA in teFtile : anu"acturinAE; ouAht "ollo? inA cars "ro: RaAhav Motors - td.

durinAF.Y. +) 44-44 "or ; usiness purposesO
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Model o" Car Date o" Invoice Value o" Car in X in - akhs
Maruti %4-) 0-+) 44 20 lakhs

Maruti %+-) 6-+) 44 %8 lakhs

Ford %6-% -+) 44 6 lakhs

Maruti ) [-%86+) 44 %+ lakhs

The pay: ent aAainst each invoice Pas : ade on the date o" invoice itsel".
You are reLuired to calculate the a: ount o" TC' applica; leEi" anyEto ; e collected ; y RaAhav
Motors - td. as per the relevant provisions o" section +) 1C. @ec. +) +7DMay +) ¥%6D

Ans?er: -

* :spersection, C. ( t16-, /aghav 8 otors Ltd., a seller is reSuired to collect tax at source 1" of the
sale consideration received from 8 4s. Cm Ltd., a buyer, on sale of motor vehicle of the value
exceeding X 10 la%hs. : ccordingly, /aghav 8 otors Ltd. is reSuired to collect tax at source u4s
, C. ( 16-on the following dates =

¥132,000@ " onX32,00,000A0n 14;2;, 0XX
¥19,000@ " onX19,00,000A0n 1, ;3;, 0XX
R1,,000@" on%1,,00,000A0n 7;11;, 0XX

&otal amount of & S is T . 3,000.

* )n all three cases mentioned above, the payment was received on the date of sale of 8 aruti cars,
hence, the tax has to be collected on the respective dates of sale mentioned above.

* )n respect of 6ord car, the value of which is X 3,00,000, tax is not reSuired to be collected under
section , C. ( 16-, since its value does not exceed % 10,00,000.

* o6urther, as regards receipt of sale consideration of X 3 la%h in respect of 6ord car, there are two
views as to whether & S provisions under section , C. ( HH-would be attracted.

» Since sale consideration of ¥ 3 1a%h in respect of 6ord car on 13;10;, 0XX is the only receipt of
/ aghav 8 otors Ltd. which is excluded from the purview of & S u4s, C. ( 16-, and this receipt does
not exceed the annual threshold of X 70 1la%hs, a view can be ta%en that no tax is reSuired to be
collected at source u4s, 0. ( HH-.

* : lternative view in respect of & S u4s, C. ( HH-

Since the receipt of sale consideration for all vehicles #including the sale consideration of 8 aruti cars
in respect of which & S u4s , C. ( 116- is attracted- exceeds X 70 la%hs during the previous year
, 0XX; XX and the total sales of /aghav 8 otors Ltd. from the business carried on by it exceed X 10
crores R 10.40 crores i.e., T 9.30 crores P % 0.. O crores- during the financial year , O, , ;, 3, a view
can be ta%n that tax is to be collected at source 0.1" of X 3 la% u4s, C. ( H1H-, amounting to
300, at the time of receipt of consideration i.e., on 13;10;, 0XX. )n such case, & S liability will be
. 3,000 PX 300 OX. 3,300. [206(1F) will Prevail over 206C(1H)]

4ec 206C)1F)
A: in Co. ®D- td. is a dealer 0" : anu"actured ;y Seet - td. A: in Co. ®D- td. paid

throuAh ; ankinA channel X %4 lakhs to Seet - td. "or purchase o" cars in I anuary +) +4. " the
total : otor cars so purchasedE4 : otor cars cost T %%blakhs each and O : otor cars are "or the
; alance a: ount. Decide ? hether any TD' 7TC' provisions ?ill apply. Will your ans?er ; e di""erent
i" A: in Co. ®PD- td. is not a dealer o" :
plyinA cars on hireB QMMay +) %6D

otor cars :

otor cars and had acLuired the sa: e "or the purpose o"
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Ans?er: -

» Kvery person, being a seller, who receives any amount as consideration for sale of a motor vehicle of
the value exceeding X 10 la%hs, shall collect tax from the buyer 1" of the sale consideration.
However, this provision applies only in respect of transactions of retail sales and does not apply on
sale of motor vehicles by manufacturers to dealers.

o &herefore, Qeet Ltd. 4~ Ltd. is not reSuired to collect tax at source from : min ( o. - Ltd. on receipt
of consideration for sale of motor cars.

* However, if : min ( o. - Ltd. is not a dealer of motor cars but has ac5uired the same for the purpose
of plying cars on hire, Qeet Ltd. is reSuired to collect tax of X 44,000 @ 11,00,000 x4 x 1" Aat source
at the time of receipt of sale consideration.

4ec 206C)1)
DurinAthe previous year +) 44-44EMr. A purchased scrap 0" // lakhs "ro: Mr., "or the purpose

o" his : anu"acturinAunit. Mr. A also "urnished a certi"icate to Mr., that the scrap shall ; e utili@ed
"or : anu"acturinA process carried on ; y Mr. A and shall not ; e used "or tradinA purposes. Mr. A
: ade the pay: ent 0" 4/ lakhs durinAF.Y +) 44-44 to Mr., . Assu: e turnover o" ; oth Mr. A and
Mr. , "ro: the ;usiness carried on ;y the: eFceeds X % crores in the "inancial year +) +2-+4.
Co: : ent upon TD' 7 TC' i: plication in the a; ove case. MAY +) +2D

Ans?er: -

e By virtue of section , 0. ( H1: -, 8 r. B is not reSuired to collect tax at source under section , 0. ( -,
since 8 r. : has furnished a certificate to 8 r. B that the scrap purchased from him is for
manufacturing process carried on by him and not for trading purposes.

* However, as clarified vide ( ircular no. 134, 0, 1 dated 30...,0, 1 and ( ircular lo., 04, 0, 1 dated
,7.11.,0, 1, & S under section 194T will be attracted in the hands of the buyer in such cases covered
under section , 0. ( H: -, if the conditions specified under section 194T are fulfilled.

* )n this case, tax is re5Suired to be deducted at source under section 194T by the buyer, 8 r. : , since
his turnover in the immediately preceding financial yeari.e.; 6.F., O, 3;, 4 exceeds X 10 crores and he
has purchased goods of the value or aggregate of such value exceeding X 70 la%hs in the 6.F., 0XX;
XX. & S u4s 194T would be 0.1" of the sum exceeding X 70 la%hs and the same has to be deducted
at the time of payment or credit of such sum to the account of resident seller, whichever is earlier.

¢ &herefore, in the present case, 8 r. : is reSuired to deduct tax at source 0.1" of X 7,00,000, being
the amount exceeding X 70 la%hs R 47,00,000, being the payment made plus X 10 la%hs, being the
amount credited to the account of 8 r. B-.
1oteL)t may be noted that section , 0. ( 1 H- would not apply where section 194T is applicable.

4ec 206C)1F)

'iA: a - td.Ea car : anu"acturerEsold the "ollo? inA cars to the car dealersEEpsilon - td. and : eAa
- td.Ein the P.Y.+) ++-+2-

Dealer Particulars o" cars sold Value
Epsilon - td. %) cars o" the value % % lakhs each T %) lakhs
: eAa - td. 6 cars o" the value 0" ¥ % lakhs each % 6) lakhs

The turnover in the P.Y.+) 44-44 o" ' iA: a - td. is ¥ %+ croresREpsilon - td. is ¥ %4 crores and
: eAa - td. is ¥ 8 crores. RTPEN V +) +2D

S S——

® @ > Your Faculty - CA Mayank Trivedi

€

@ WWW.CAMAYANKTRIVEDI.C M



\

/\
THE DIRECT TAX COMPILER BOOK (FINAL) (2025) y- \\ == CHAPTER 1-TDS & TCS

Ans?er: -

» &he first step is to examine the applicability of section , 0. ( 16-. Section , 0. ( 1 6-reSuiring collection
of tax at source 1" by the seller of motor car of value exceeding X 10 la%hs does not, however, apply
in case of sale by manufacturer to a dealer.

Hence, the provisions of section , 0. ( 16- are not attracted in case of sale of cars by Sigma Ltd., a car
manufacturer, to its dealers Kpsilon Ltd. and Cmega Ltd.

» &he second step is to examine whether the provisions of section 194 T would be attracted in the hands
of the dealers, namely, Kpsilon Ltd. and Cmega Ltd. Since the turnover of Kpsilon Ltd. in the E.F., O, , ;
, 3 exceeds X 10 crore and the value of cars purchased from Sigma Ltd. in the E.F., 0, , ;, 3 exceeds %
70 la%hs, Kpsilon Ltd. has to deduct tax 0.1" of X 20 la%hs +.e., T 1, 0 la%hs =% 70 la%s-, at the
time of credit to the account of Sigma Ltd. or at the time of payment, whichever is earlier. However,
Cmega Ltd. is not reSuired to deduct tax at source under section 194T, since its turnover in the
E.F., 0,, ;, 3 does not exceed X 10 crores.

* &he third step is to examine whether the provisions of section , 0. ( H1H- would be attracted in the
hands of Sigma Ltd. Sigma Ltd.@ turnover for EF., 0, , ;, 3 exceeds X 10 crores and the value of cars
sold to Kpsilon Ltd. and Cmega Ltd. exceed X 70 la%hs each. Hence, it falls within the meaning of
IsellerJ under section , 0. ( HH-. : ccordingly, in respect of sale of cars to Cmega Ltd., Sigma Ltd. is
reSuired to collect tax 0.1" 0of% 30 la%s +.e., X 30 la%hs =X 70 la%hs- at the time of receipt. However,
no tax is to be collected by Sigma Ltd. from Kpsilon Ltd., since the transaction has already been
subject to & S u4s 194T in the hands of Kpsilon Ltd.

MI4 ED
9 uestion No. /0.

'yed ( CoEa dealer in : otor cycles conducted : otor cycle race the occasion o" its +/th year
anniversary. The pri@ ?as Aiven to "irst 2 Pinners ;y Pay o" a luFury : otor cycle ?hich ?as
?orth ¥ + lakhs each. The assessee did not deduct taF at source on the pri@e Aiven to the ? inners.
The AssessinA "icer treated the assessee as an assessee in de"ault and passed order under
' ection +) %CDand +) %AD The assesset seeks your advise on the validity o" the order and other

leAal conseLuences. Advise. May +) %6D
Ans?er: -

» &he person responsible for paying to any person any income by way of winnings rot lottery or
crossword puzzle, card game and any other game of any sort in an amount exceeding X 10,000 shall
deduct tax at source 30" .

* However, where the winnings are wholly in %nd, the person responsible for paying shall, before
releasing the winnings, ensure that tax has been paid in respect of the winnings.

Mhere any person, who is reSuired to deduct any sum in accordance with the provisions of this : ct,
does not deduct, or does not pay, or after so deducting fails to pay such tax, then, such person would
be deemed to be an assessee in default.

» &he facts of the case are similar to ( )&v. Hindustan Lever Ltd. @014A3. 1 )&/ 0001 + ar.-. &he ( ourt
observed the followingL

* Cn a combined reading of the above provisions, it is possible to infer that, if any such person fails
to RleductBthe whole or any part of the tax, or, after deducting, fails to pay the tax as re5Suired by
or under the : ct, then, such person shall4 without prejudice to any other conseSuences which he
may incur, be deemed to be an assessee;in;default in respect of such tax.

» &he provisions, however, do not cast any duty on any person to deduct tax at source where the

winnings are wholly in %nd. )f the winnings are wholly in %nd, as a matter of fact, there cannot be
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any deduction of tax at source. &he word Rleductiond employed in this provision postulates a
reduction or subtraction of an amount from a gross sum to be paid and payment of the net amount
thereafter.

* Mhere the winnings are wholly in %nd the Suestion of deduction of any sum therefrom does not
arise and in that eventuality, the only responsibility, as cast under the provisions of the : ct, is to
ensure that tax is paid by the winner of the prize before the prize or winnings is or are released in
his favour.

» &hus, in the present case, order under sections , 01+-and , 01+4: - passed treating the dealer as an
assessee in default is not tenable in law. However, for this default, the dealer would be liable for
penalty eSual to the sum of tax deductible and prosecution by way of imprisonment and fine for
failing to ensure that tax is paid by the winner of the prize before the winnings are released in his

favour.

9 uestion No. /6.

K - td.Ean event : anaAe: ent co: panyEorAani@ed a concert o" international artists in India. In
this connectionEit enAaAed the services 0" an overseas aAent Mr. 4 "or: . ' AEto ;rinA artists to
India. He contacted the artists and neAotiated ?ith the: '"or per'or: ance in IndiaEin ter: o" the
authority Aiven ; y the co: pany. He did not take part in event orAani@ed in India. The co: pany
: ade the pay: ent 0" co: : ission 0" ¥ / lakhs to the overseas aAentEoutside India. May +) 0D

Ans?er: -
Liability for tax deduction in certain cases X

: n overseas agent of an )ndian company operates in his own country and no part of his income accrues
or arises in )ndia. &he commission paid to the non;resident agent for services rendered outside )ndia
and remitted directly to him outside )ndia is, thus, not chargeable to tax in )ndia. Since commission
income for contacting and negotiating with international artists by 8 r. X, a non;resident, who remains
outside )ndia is not subject to tax in )ndia, conseSuently, there is no liability for deduction of tax at

source.

EN S LI AR 4ec 194

-u: nous Pvt. - td.E? hose accu: ulated pro"its are ¥ +) lakhsE? ants to dis; urse a loan 0" ¥ +/
lakhs to Mrs. NishaE a resident shareholder holdinA +) K o" the eLuity shareholdinA in the
co: pany. Can the entire a: ount 0" loan ; e dis; ursed to the shareholderEkeepinA in : ind the
provisions o" the Inco: e-taF ActE%81%B The Finance ManaAer "eels that this ; einA a pure loan
transactionEthere is no ; ar "or dis; ursinA the entire a: ount. Is his vie? correctB Mov. +) %6-N' D

Ans?er: -

Section , 4 , -‘e-would be attracted if the loan is given by a company in which public are not substantially
interested to a shareholder, being a person who is the beneficial owner of shares holding not less than

10" of voting power.

)n the instant case, Lumnous Evt. Ltd. is a company in which the public are not substantially interested.
&he company has accumulated profits of 3, 0,00,000. &he loan given by the company to 1isha, holding
more than 10" of voting rights, was not in the course of its business. &herefore, Section , 4 , -e- comes
into play and the sum of X, 0,00,000, representing the amount lent by the company to 1isha is regarded
as deemed dividend. &he company is liable to deduct tax at source under Section 194 10" of the
dividend paid.
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9 uestion No. 1

@D M7s. MeFil - td. is enAaAed in the ; usiness 0" : anu"acturinA certain article or thinA "or ? hich

the ra? : aterial is i: ported "ro: Russia. For the purpose o": akinA pay: ent to the supplierE
the assessee entered into a ; ank Auarantee ?ith , DFH , ankEan Indian , ank aAainst the
pay: ento"I%E4J B)) as ; ank Anarantee co: : ission "or the Financial Year +) 44-44.

@iD' tudyKartE an online education provider and a trust reAistered under section %A, o" the

Inco: e taF ActEpays Z86B ) ) durinAthe Financial Year +) 44 -44 Eto Mr. MontyEa non-resident
"or providinA ? e; -; ased lectures. @ AN +%D

Ans?er: -

(i)

(ii)

1o tax is deductible at source on the payment of inter alia ban%guarantee commission made by a
person to a ban% : s per section 192: 1 6-, no deduction of tax shall be made from specified payments
to notified bodies. : ccordingly, the ( entral 9 overnment has notified that no deduction of tax shall be
made from the specified payments, which include ban%guarantee commission, in case such payment
is made by a person to a ban%listed in the Second Schedule to the /eserve Ban%of )ndia : ct, 1934,
excluding a foreign ban%
&hus, 8 4s. 8 exil Ltd. is not reSuired to deduct tax at source on ban% guarantee commission of
1,10,000 paid to BO 6H Ban% an )ndian ban?% in the 6.F. , 0XX;XX.
: ny person responsible for paying any sum chargeable to tax to a non;corporate non;resident is liable
to deduct tax at source at the rates in force.
Since 8 r. 8 onty, a non;resident has provided web;based lectures from outside )ndia, income arsing
therefrom is not chargeable to tax in )ndia as no income is deemed to accrue or arise in )ndia. &hus,
no tax is deductible at source on such payment to him.
: lternatively, it may be possible to ta% a view that income arising from web lectures may fall within
the meaning of 6ees for technical services. )f this view is ta%en, such income would be deemed to
accrue or arise in )ndia, since the services are utlised in )ndia, even though they are rendered from
outside )ndia. &herefore, such income would be chargeable to tax in )ndia in the hands of 8 r. 8 onty,
a non;resident. &us, Study' art, a trust registered u4s 1, : B, is reSuired to deduct tax at source
under section 197.

&herefore, tax deducted at source would be X 3,, 7,000, being 7" of X . 7,00,000.

PG VA 4ec 194 1B

A noti'"ied in'"rastructure de; t "und eliAi; le "or eFe: ption u7s % @GO0Do" the Inco: e-taF ActE%81%

pays interest o" ¥ 4./) lakhs to a co: pany incorporated in .' A. The .

co: pany incurred

eFpenditure 0" %/B)) "or earninA such interest. The "und also pays interest 0" X +./) lakhs to

Mr. RE? ho is a resident o" a noti"ied Garisdictional area. G uly +) +%D

Ans?er: -

: s per section 194LB, tax would be deductible 7" on gross interest paid4credited by a notified
infrastructure debt fund, eligible for exemption u4s 10#42-, to a non; corporate non;resident or foreign
company.

However, in case the notified infrastructure debt fund pays interest to a person who is a resident of a
notified jurisdictional area, section 94: will apply. : ccordingly, tax would be deductible 30" +plus
HK( -under section 94: . &herefore, the tax deductible in respect of payment of interest of ¥ 4.70 1la%hs
to SS company would be %, 3,400 4.e., 7., 0" of 2 4.70 la%hs-.
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* &ax deductible in respect of payment of interest of X, .70 la%hs to 8 r. /, who is a resident of a notified
jurisdictional area, would be % 23,000, being 31.," of %, ,70,000.

LRGN ARER 4ec 194-IC

HiAh and Tall - td.Ea real estate develop: ent co: panyE entered into a Ioint Develop: ent
AAree: ent ?ith Mr. IohnEa resident individualE? here; y Mr. I ohn ? ould trans"er a plot o" land
: easurinA % acres "or a part consideration o" X 1 crores to ; e paid on the date o" aAree: entEi.e.E
%1-+) 44. HiAh and Tall - td. has planned to develop a hiAh-rise apart: ent co: pleF on such land
;Y 2%2-+) +/. . pon co: pletion o" the pro@ctEHiAh and Tall - td. ?ould trans"er 1 "lats in the
apart: ent to Mr. I ohn as "inal settle: ent. The FMV o" the "lats is esti: ated to ; e ¥ %+) crores
each as on 2%2-+) +/. MITP APRI- +4D

Ans?er: -

* 8 r. Hohn, a resident, is entering into an agreement with High and &all Ltd., a real estate developer, to
develop a high;rise apartment complex on his land in consideration of X . crore and . flats in the
apartment. &his is a specified agreement under section 47+: -.

* s per section 194;)( , High and &all Ltd. is reSuired to deduct tax at source 10" on X . crores,
being the consideration paid other than consideration in %nd, under a specified agreement to 8 r.
Hohn.

* &axis to be deducted at the time of credit of such sum or payment, whichever is earlier. &ax u4s 194;
)( would be OX . crore x 10" ORX .0 la%hs

Q9 uestion No. 12.

» N3 - td.Ea do: estic co: pany has deducted TD' o" X +6El/%durinA the 9uarter %o" F.Y. +) 44-
44. They had "iled the TD' return "or 9uarter %on %/ -) 8-+) 44. The Inco: e TaF Depart: ent had
sent a notice o" de: and to the co: panyE?herein a "ee ?as levied under section +24E o" the
Inco: e-taF ActEY81%@ctD"or ¥ 6B5) ) . The Co: pany paid the de: and raised ; y the Depart: ent
and also clai: ed such pay: ent as ; usiness eFpenditure durinA the A.Y. +) 44-44. Discuss
? hether the de: and raised ; y the Depart: ent is correctEas per the provisions o" the Act. AlsoE
eFplain ? hether "ee paid under section +24E can ; e clai: ed as deduction ?hile co: putinA the
inco: e under the head FPro'"its and Aains 0" ; usiness or pro'essionH May +) %6D

Ans?er: -
&here are two issues in this case. &he first issue is about the correctness of the demand of X 3,300 raised

by the O epartment @nder section , 34K for filing of & S return for Tuarter 1 of financial year , 0XX;XX
on 17;09;, 0XXA

&he second issue is whether fee paid by B19 Ltd. under section , 34K can be claimed as deduction while
computing income under the head Hrofits and gains of business or professionB

birst )ssuel.( orrectness of demand raised by the O epartment for fee of X 3,300 under section , 34K. &he
statement of tax deducted at source for Tuarter 1 ended 30th Hune, , 0XX has to be filed on or before
31st Huly, , 0XX.

Mhere a person fails to deliver or cause to be delivered the statement of the deducted at source within
the prescribed time, then, he shall be liable to pay, by way of fee, a sum of X, 00 for every day during
which the failure continues subject to maximum of the amount of tax deductible as per provisions of
Section , 34K of the : ct.

&he late fees u4s , 34K shall be computed as underL
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O ue date of filing &) S return for Suarter ending 30;0. ;, 0XX 31;02;, 0XX
: ctual date of filing & S return 17;09;, OXX
Eeriod of delay in days 17;09;, 0XX
Eeriod of delay in days 3,00

&otal fees payable under section , 34K @, 00 x 4. A 29,00

&herefore, the demand of X 3,300 raised by the O epartment is incorrect.

Second )ssueL: llowability of deduction in respect of fee paid under section , 34K while computing income
under the head Herofits and gains of business or profession.

: s per Section 32, any expenditure incurred wholly and exclusively for the purpose of business or
profession is allowed as deduction.

&his fee is not in the nature of a penalty. &ere is no specific prohibition in the : ct for denying the
deduction. &he fee for delayed submission of the statement of & S is also not in the nature of interest
for delayed remittance of & S. Hence, it is an allowable expenditure while computing the business
income.

Ouestion No. 14.

Pay: ent o" inco: e on invest: ents in the securities to the ForeiAn Institutional Investor.
May +) %dD
Ans?er: -

* s per Section 19. 0, tax has to be deducted at source ,0.3" + 0" plus HK( 4" - by any person
who is responsible for paying to a 6oreign )nstitutional )nvestor, any income by way of interest on
securities at the time of credit of such income to the account of the payee or at the time of payment
of such income, whichever is earlier.

* However, where an agreement referred to in section 904 - or section 90: 4- applies to the payee and if
the payee has furnished a certificate referred to in section 90#- or section 90: #4-, as the case may be,
then, income;tax thereon shall be deducted , 0" or at the rate or rates of income;tax provided in
such agreement for such income, whichever is lower.

» : lternatively, if the said securities are assumed to be government securities, tax is deductible 7., 0"
H.e., 7" plus HK( 4" -under section 194LO0.

Ouestion No. 1/.

EFa: ine and co: pute the lia; ility "or deduction o" taF at sourceEi" anyEin the cases stated
hereunderE"or the "inancial year ended 2%t MarchE+) 440

() =n +).1.+4)44EMr. 4Ea residentE: ade three separate transactions "or acLuirinA house
property at Mu: ;ai "ro: Mr. Y "or a consideration o" ¥ 8) lakhsEan ur; an plot in Kolkata
"ro: Mr.C'"orasu: 0"¥48F)B)) and rural aAricultural land "ro: Mr. D "or a consideration
0" T 1) lakhs. ' ta: p duty value o" house propertyEplot and rural aAricultural land is X 8/
lakhsER 46 lakhs and ¥ 1/ lakhs.

(i) n %.%%%+)44Ea co: : ission 0" ¥ /)B)) ?Pas retained ; y the consiAnee RA, C PackaAinA
-td.P and not re: itted to the consiAnor BMY5 DevelopersIE ?hile re: ittinA the sale
consideration.

(iii) RaG@Aed 2/ yearsDis ? orkinA ?ith A, - td. He is entitled to a salary 0"36/B)) per: onth
?.e.". %4.+) 44. He has a house property ? hich is sel"-occupied. He paid an interest o" X
%8/B)) on loanEdurinA the previous year +) 44-44. The loan ? as taken "or construction o"
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house. He has noti"ied his e: ployer A, - td. that there ?ill ;e aloss 0"3 %d/B)) in respect

o" this house property "or "inancial year ended 2%2.+) 44 . RaGdeclared that he has eFercised

option to shi"t out o" de"ault reAi: e o" section %4/, AC.

(iv) Mr. Anand has ; een runninA a sole proprietary ; usiness ? ith turnover o" ¥ +) + lakhs "or the
A.Y.+) 44-44. He pays a: onthly rent 0"T%/ B )) "or the 0""ice pre: ises to Mr. REthe o? ner
0" ; uildinA. , esidesEhe also pays service charAes 0"¥ 1B ) ) per: onth to Mr. R to?ards the
use o" "urnitureE"iFtures and vacant land appurtenant thereto. C MDOMMTPEMARCH +) +2D

Ans?er: -

: mount of
&S R-

(i)

Since the consideration and stamp duty value for transfer of house property at
8 umbai both are not less than X 70 la%hs, 8 r. X, being the transferee, is reSuired
to deduct tax 1" under section 194;): on X 97 la%hs, being higher of stamp duty
value and the amount of consideration for transfer of property, at the time of credit
to the transferor account or payment, whichever is earlier.

8 r. X is not reSuired to deduct tax as source under section 194;): from the
consideration of ¥ 49,70,000 paid to 8 r. ( for transfer of urban plot, since the
consideration and stamp duty value, both are less than X 70 la%hs.

8 r. X is also not reSuired to deduct tax at source under section 194; ): for transfer
of rural agricultural land, since the same is specifically excluded from the scope of
immovable property for the purpose of tax deduction under section 194;): .

lote ; Section 194;): reSuires every transferee responsible for paying any sum as
consideration for transfer of immovable property #and, other than agricultural
land, or building or part of building- to deduct tax, at the rate of 1" of higher of
consideration and stamp duty value, at the time of credit of such sum to the
account of the resident transferor or at the time of payment of such consideration
to the resident transferor, whichever-is earlier. However, no tax is reSuired to be
deducted where the consideration for transfer of an immovable property and stamp
duty value of such property, both are less than X 70 la%hs.

97,000

1il

1il

(ii)

"

Section 194H reSuires deduction of tax at source , from commission and
bro%rage payments to a resident. However, no tax is to be deducted at source
where the amount of such payment does not exceed X 17,000.

Jn the given case, RB( Eac%aging Ltd.G the consignee, has not remitted the
commission of X 70,000 to the consignor KFQ 0 evelopersGvhile remitting the sales
consideration.

Since the retention of commission by the consignee4agent amounts to constructive
payment of the same to him by the consignor4principal, deduction of tax at source
is reSuired to be made from the amount of commission @ ircular 10.. 19A

&herefore, XFQ O evelopers has to deduct tax at source on X 70,000

1,000

(i)

Section 19, provides that tax is reSuired to be deducted on the payment made as
salaries. &ax is to be deducted on the estimated income at the rates specified under
section 117B: ( H: - or at the average of income tax computed on the basis of the
rates in force for the financial year in which payment is made in case the employee
submitted a declaration of opt out of the default regime under section 117B: ( .

S S——

® @ > Your Faculty - CA Mayank Trivedi

@

@ WWW.CAMAYANKTRIVEDI.C M



/\
THE DIRECT TAX COMPILER BOOK (FINAL) (2025) y- \\ == CHAPTER 1-TDS & TCS \

&he employee may declare details of his other incomes +#ncluding loss under the
head I)ncome from house propertyd but not any other loss- to his employer. )n this
case, since 8 r. /aj has submitted a declaration of opt out of section 117B: ( and
also notified his employer : B Ltd. of loss from self;occupied house property, the
employer has to ta% the same into consideration for deduction of tax at source.

&herefore, : B Ltd. is reSuired to deduct tax at source on the salary of 37,000 per
month paid to 8 r. / aj, in the following mannerL

Jncome under the head salaries ® 37,000 x 1, - 10,, 0,000

LessLStandard deduction under section 1. 4a- 70,000
.,10,000

Jncome under the head IThouse propertyG +,97,000-

9 ross total income 7,30,000

LessLO eduction under ( hapter Ul;: 1il

&otal )ncome 2,27,000

&ax on X 2,27,000 . 2,700

: ddLHealth and Kducation cess 4" , ,200

&ax to be deducted at source 20,, 00 | 20,, 00

(iv)| Mhere the payer is an individual or HS6 whose total sales, gross receipts or
turnover from the business carried on by him exceed X 1 crore during the financial
year immediately preceding financial year in which such rent was credited or paid,
is liable to deduct tax at source. Since the turnover from business of 8 r. : nand
was %2, 0, la%hs for the 6.F. , 0XX;XX, he is liable to deduct tax at source under
section 194;) in respect of rental payments during the financial year , 0XX;XX.

: ccordingly, 8 r. : nand is liable to deduct tax at source under section 194;) on the
rental payments made. Section 194;) provides that rent includes any payment, by
whatever name called, for the use of land or building together with furniture,
fittings etc. &erefore, in the given case, apart from monthly rent of X 17,000 p.m.,
service charge of X . ,000 p.m. for use of furniture and fixtures would also attract
&0 S under section 194;). Since the aggregate rental payments of 3, ,7, ,000 to 8 r.
/ during the financial year , 0XX;XX exceeds X , ,40,000, 8 r. : nand is liable to
deduct tax at source 10" under section 194;) from rent paid to 8 r. /. ,7,, 00

O uestion No. 11.

Mr. Madhusudan is reAular in deductinA taF at source and depositinA the sa: e. In respect o" the

Luarter ended 2%st Dece: ;erE+)44Ea su: 0" ¥ 6)B)) ?as deducted at source "ro: the

contractors. The state: ent o" taF deducted at source under section +) ) ?as "iled on +2rd MarchE

+) 44 "or the Luarter ended 2%%t.+) 44.

GD Is there any delay on the part o" Mr. Madhusudan in "ilinA the state: ent o" TD' B

@iDI" the ans?er to GDa; ove is in the a"ir: ativeEho? : uch a: ount can ;e levied on Mr.
Madhusudan "or such de"ault under section +24EB

@GiiDs there any re: edy availa;le to hi: "or reduction7? aiver o" the levyB GCAI - ' MD

AN' WER O

4- Fes, there has been a delay on the part of 8 r. 8 adhusudan in filing the statement of &0 S.

— «»
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: s per section , 008- read with /ule 31 : , the statement of tax deducted at source for the Suarter
ended 31st Oecember, , 0XX has to be filed on or before 31 st Hanuary, , 0XX. However, the same
has been filed only on , 3rd 8 arch, , 0XX. Hence, there has been delay of 7, days on the part of 8 r.
8 adhusudan in filing the statement of & S.

fi- : s per section , 34K of the )ncome;tax : ct, 19. 1, where a person fails to file deliver or cause to be
delivered the statement of tax deducted at source within the prescribed time, then, he shall be liable
to pay, by way of fee, a sum of ¥ , 00 for every day during which the failure continues.
&he amount of fee shall not, however, exceed the amount of tax deductible.
)n this case, since 8 r. 8 adhusudhan has delayed filing the statement of & S by 7, days, he would
be liable to pay a fee of ¥ 10,400 R , 00 x 7, days-under section , 34K. &he said fee does not exceed
the tax deductible ® 30,000, in this case-.

4ii- Snder section 119, the ( BO & is empowered to issue general or special orders, whether by way of
relaxation of any of the provisions of sections 139, 143, 144, 142 etc. or otherwise, in respect of any
class of incomes or class of cases. &he ( BO &may issue such order-s- from time to time, if it considers
expedient to do so, for the purpose of proper and efficient management of the wor%of assessment
and collection of revenue. Section , 34K is included in the list of sections in respect of which the
( BO &is empowered to issue order for relaxation of the provisions of the : ct.
Hence, the remedy available to 8 r. 8 adhusudhan is that he can file an application to the ( BO &
under section 119 and see%waiver4reduction of the penalty levied4leviable under section , 34K.

O uestion No. 10.

H'aF Recovery

icerEcan recover the arrear de: ands "ro: the assessee in de"ault out o" sale
proceeds o" the property attached a"ter : akinA a procla: ationH Ho? can such procla: ation ;e
: ade under the ActB Is there any ti: e li: it "or sale o" attached i: : ova;le propertyB Discuss.
QCAI - ' MD
AN' WER O
8 anner of ma%ng a proclamation
8 ovable Eroperty @ ules 33 & 39 of Schedule )) to the )ncome;tax : ct, 19. 1A
Mhere the &ax / ecovery Cfficer orders sale of movable property, he should issue a proclamation in the
language of the district, of the intended sale, specifying the time and place of sale and whether the sale
is subject to confirmation or not.
&he proclamation should be made by beat of drum or other customary mode, ;
fa- in the case of property attached by actual seizure =
4- in the village in which the property was seized, or, if the property was seized in a town or city,
then, in the locality in which it was seizedNand
4i- at such other places as the &ax / ecovery Cfficer may directN
+- in the case of property attached otherwise than by actual seizure, in such places, if any, as the &ax
/ ecovery Cfficer may direct.
: copy of the proclamation should also be affixed in a conspicuous part of the office of the &x / ecovery
Cfficer.
Jmmovable Eroperty @ ule 74 of Schedule )) to the )ncome;tax : ct, 19. 1A
&he &ax [/ ecovery Cfficer shall ma%  a proclamation for sale of immovable property at some place on or
near such property by beat of drum or other customary mode. : copy of the proclamation shall be
affixed on a conspicuous part of the property and also upon a conspicuous part of the office of the &ax
/ ecovery Cfficer.

S S——
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S S——

Mhere the &ax / ecovery Cfficer directs, such proclamation shall also be published in the Cfficial 9 azette
or in a local newspaper or in both, and the cost of such publication shall be deemed to be cost of the
sale.
Mhere the property to be sold is divided into lots for the purpose of being sold separately, then it is not
necessary to ma%e a separate proclamation for each lot of property, unless in the opinion of the &ax
/ ecovery Cfficer, proper notice of sale cannot otherwise be given.
& me limit for sale of attached immovable property @ ule . 3B of Schedule )) to the )ncome;tax : ct,
19. 11
&he sale of immovable property attached has to be made on or before the expiry of 2 years from the end
of the financial year in which the order giving rise to a demand of any tax, interest, fine, penalty or any
other sum, for the recovery of which the immovable property has been attached,

— has become conclusive under the provisions of section , 47;1 where order of settlement under

section , 470 #4- is deemed to be conclusive as to the matters stated therein- or

— has become final in terms of the provisions of ( hapter XX + ppeals and / evision-.
However, the ( BO &may, for reasons to be recorded in writing, extend the aforesaid period for a further
period not exceeding 3 years.
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