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 EKATVAM ACADEMY 

SOLUTION FOR PAPER 12 : ADVANCE TAX, TDS AND 

INTRODUCTION TO TCS 

CA/CMA INTER 

 

SOLUTION 1 

Obligation to pay advance tax arises in every case, where the advance tax payable is  

₹10,000 or more. As a consequence of such failure, assessee may be charged with interest 

under section 234B and 234C.In the given case, since Mr. Jay did not deposit any amount 

of advance tax during the previous year, he will need to pay the total tax due on his income 

along with interest for default in payment of advance tax [under section 234B] and interest 

for deferment of advance tax [under section 234C] before filing of his return. Total tax due 

on returned income of ₹ 8,70,000 is ₹ 89,960 [(20% of ₹ 3,70,000 + ₹ 12,500) + cess@4%] 

 

Interest under section 234B 

Interest under section 234B is attracted :  

a) When the assessee, who is liable to pay advance tax has failed to pay such tax; or  

b) Where the advance tax paid by the assessee is less than 90% of the assessed tax. 

Since, Mr. Jay did not pay any amount as advance tax, interest under section 234B at 1% 

per month or part of the month will be levied beginning from 1st April of the following year 

i.e., 01.04.2024 till the time he deposits the whole tax under self-assessment. 

Interest will be levied on tax liability of ₹  89,900 (rounded off to nearest hundred, ignoring 

fraction) at 1% for four months i.e., from 1st April to 29th July. 

The interest under section 234B amount to ₹ 3,596 

 

Interest under section 234C  

Assessees, other than assessees who declare profits and gains in accordance with provision 

of section 44AD(1) or section 44ADA(1), are liable to pay advance tax in 4 installments 

during the previous year. Section 234C is attracted, if the actual installment paid by the 

assessee is the less than the amount required to be paid by him on such instalments. The 

interest shall be calculated at 1% per month or part of the month for short payment or non- 

payment of each instalment. 

In the given scenario, since Mr. Jay, did not deposit any amount as advance tax, 

the interest under section 234C is calculated as under : 

 

Date of 

Instalment 

  Specified  %   

 of  estimated  

 tax 

Amount due and 

unpaid (rounded off 

to  nearest ₹ 100, 

ignoring       fraction) 

Period Interest 

@ 1% 

15th June 2023 15% 13,400 3 months 402 

15th September 2023 45% 40,400 3 months 1,212 

15th December 2023 75% 67,400 3 months 2,022 

15th March 2024 100% 89,900 1 month 899 

Total interest under section 234C 4,535 

 

Mr. Jay needs to pay ₹ 98,091 as total of tax and interest on or before filing of return in the 

month of July, 2024 
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SOLUTION 2 

(i) Tax implications in the hands of Mr. X 

 As per section 50C, the stamp duty value of house property (i.e. ₹ 85 lakh) would 

be deemed to be the full value of consideration arising on transfer of property, 

since the stamp duty value exceeds 110% of the consideration received. 

Therefore, ₹ 45 lakh (i.e., ₹ 85 lakh – ₹ 40 lakh, being the purchase price) would 

be taxable as short-term capital gains in the A.Y.2024-25. 

Since rural agricultural land is not a capital asset, the gains arising on sale of such 

land is not taxable in the hands of Mr. X. 

(ii) Tax implications in the hands of Mr. Y 

 In case immovable property is received for inadequate consideration, the difference 

between the stamp value and actual consideration would be taxable under section 

56(2)(x), if such difference exceeds the higher of ₹ 50,000 and 10% of the 

consideration. 

Therefore, in this case ₹ 25 lakh (₹ 85 lakh – ₹ 60 lakh) would be taxable in the 

hands of Mr. Y under section 56(2)(x). 

Since agricultural land is not a capital asset, the provisions of section 56(2)(x) are 

not attracted in respect of receipt of agricultural land for inadequate consideration, 

since the definition of “property” under section 56(2)(x) includes only capital assets 

specified thereunder. 

(iii) TDS implications in the hands of Mr. Y 

 Since the sale consideration of house property or the stamp duty value of house 

property exceeds ₹ 50 lakh, Mr. Y is required to deduct tax at source under section 

194-IA. The tax to be deducted under section 194-IA would be ₹ 85,000, being 1% 

of ₹ 85 lakhs (higher of ₹ 60 lakhs or ₹ 85 lakhs). 

TDS provisions under section 194-IA are not attracted in respect of transfer of rural 

agricultural land. 

 

SOLUTION 3 

(i) Since the annual premium exceeds 10% of sum assured in respect of a policy 

taken after 31.3.2012, the maturity proceeds of ₹ 4.50 lakhs due on 31.3.2024 are 

not exempt under section 10(10D) in the hands of Mr. X. Therefore, tax is required 

to be deducted @5% under section 194DA on the amount of income comprised 

therein i.e., on ₹ 75,000 (₹ 4,50,000, being maturity proceeds - ₹ 3,75,000, being 

the aggregate amount of insurance premium paid). 

(ii) Since the annual premium is less than 20% of sum assured in respect of a  policy 

taken before 1.4.2012, the sum of ₹ 3.95 lakhs due to Mr. Y would be exempt under 

section 10(10D) in his hands. Hence, no tax is required to be deducted at source under 

section 194DA on such sum payable to Mr. Y. 

(iii) Even though the annual premium exceeds 10% of sum assured in respect of  a 

policy taken after 31.3.2012, and consequently, the maturity proceeds of ₹ 95,000 

due on 1.8.2023 would not be exempt under section 10(10D) in the hands of Mr. Z, the 

tax deduction provisions under section 194DA are not attracted since the maturity 

proceeds are less than ₹ 1 lakh. 
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SOLUTION 4 

(i) No tax is required to be deducted at source under section 194C by M/s S Ltd. on payment 

to transporter Mr. R, since he satisfies the following conditions: 

(1) He owns ten or less goods carriages at any time during the previous   year. 

(2) He is engaged in the business of plying, hiring or leasing goods        carriages; 

(3) He has furnished a declaration to this effect along with his PAN. 

(ii) As per section 194J, liability to deduct tax is attracted only in case the payment made 

as fees for technical services and royalty, individually, exceeds ₹ 30,000 during the 

financial year. In the given case, since, the individual payments for fee of technical 

services i.e., ₹25,000 and royalty ₹ 20,000 is less than ₹ 30,000 each, there is no liability 

to deduct tax at source. It is assumed that no other payment towards fees for technical 

services and royalty were made during the year to Mr. Shyam. 

(iii) Provisions of section 194C are not attracted in this case, since the payment   for repair 

of building on 30.06.2023 to M/s X Ltd. is less than the threshold      limit of ₹30,000. 

(iv) According to section 194C, the definition of “work” does not include the manufacturing or 

supply of product according to the specification by customer in case the material is 

purchased from a person other than the customer or associate of such customer. 

Therefore, there is no liability to deduct tax at source in respect of payment       of ₹ 2,00,000 

to Mr. A, since the contract is a contract for ‘sale’. 

(v) As per section 194LA, any person responsible for payment to a resident, any sum in the 

nature of compensation or consideration on account of compulsory acquisition under any 

law, of any immovable property, is responsible for deduction of tax at source if such 

payment or the aggregate amount of such payments to the resident during the financial 

year exceeds ₹ 2,50,000. 

In the given case, no liability to deduct tax at source is attracted as the         payment made 

does not exceed ₹ 2,50,000. 

(vi) As per section 194H, tax is deductible at source if the amount of   commission or 

brokerage or the aggregate of the amounts of commission or brokerage credited or paid 

during the financial year exceeds  ₹15,000. 

Since the commission payment made to Mr. Y does not exceed ₹15,000, the provisions of 

section 194H are not attracted. 

 

 

SOLUTION 5  

(a)  Since the rent paid for hire of machinery by B. Ltd. to Mr. Raman exceeds ₹2,40,000, the  

      provisions of section 194-I for deduction of tax at source are attracted. 

      The rate applicable for deduction of tax at source under section 194 -I on rent paid for hire    

      of plant and machinery is 2%, assuming that Mr. Raman had furnished his permanent       

      account number to B Ltd. 

      Therefore, the amount of tax to be deducted at source: 

       = ₹ 2,60,000 x 2% = ₹ 5,200. 

      Note: In case Mr. Raman does not furnish his permanent account number to B Ltd., tax   

       shall be deducted @ 20% on  ₹ 2,60,000, by virtue of provisions of section 206AA. 

  

(b) As per the provisions of section 194J, a Hindu Undivided Family is required to deduct tax     

     at source on fees paid for professional services only if the total sales, gross receipts or  

     turnover form the business or profession exceed ₹1 crore in case of business or ₹ 50 lakhs  

     in case of profession, as the case may be, in the financial year preceding the current financial  

     year and such payment made for professional services is not exclusively for the personal  

     purpose of any member of Hindu Undivided Family. 
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     Section 194M, provides for deduction of tax at source by a HUF (which is not required to  

     deduct tax at source under section 194J) in respect of fees for professional service if such  

     sum or aggregate of such sum exceeds ₹ 50 lakhs during the financial year. 

     In the given case, the fees for professional service to Dr. Srivatsan is paid on 1.12.2023 for a  

     personal purpose, therefore, section 194J is not attracted. Section 194M would have been  

     attracted, if the payment or aggregate of payments exceeded ₹ 50 lakhs in the P.Y.2023-24.   

     However, since the payment does not exceed ₹ 50 lakh in this case, there is no liability to  

     deduct tax at source under section 194M also. 

 

(c) Section 194J provides for deduction of tax at source @10% from any sum paid by way of any  

     remuneration or fees or commission, by whatever name called, to a resident director, which  

     is not in the nature of salary on which tax is deductible under section 192. The threshold   

     limit of ₹ 30,000 upto which the provisions of tax deduction at source are not attracted in   

     respect of every other payment covered under section 194J is, however, not applicable in   

     respect of sum paid to a director. Therefore, tax @10% has to be deducted at source under  

     section 194J in respect of the sum of  ₹ 19,000 paid by ABC Ltd. to its director. 

     Therefore, the amount of tax to be deducted at source : = ₹ 19,000 x 10% = ₹ 1,900 
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