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DEDUCTION OF TAX AT SOURCE (TDS) 

B1. SALARY PAYMENTS - Discuss the liability for tax deduction in the following cases: 

# Section Case TDS 
1 192 CA2019(M) - An employee of the Central Government received arrears 

of salary for the earlier 3 years. He enquires whether amount will be 
received after deduction of tax at source during the current year. 

Arrears will be paid after TDS u/s 
192. TDS will be computed after 
providing relief u/s 89(1) if 
necessary details are furnished by 
employee. 
Mistake by students – Failure to 
refer to section 89(1) 

2 192 Assume in the above situation that he is an employee of Mr. X, a sole 
proprietor. 

Arrears will be paid after TDS u/s 
192. TDS will be computed without 
considering relief u/s 89(1). 

3 192 Prem, employed with JKL Pvt. Ltd., received accumulated balance of his 
account in the recognized provident fund consequent to resigning from 
service after a period of four years. JKL Pvt. Ltd. was his first employer. 
Provident Fund is managed by JKL Pvt. Ltd. through the PF Trust and is 
recognized by the CIT under the Income Tax Act. 

Payment not exempt as continuous 
service is for less than 5 years. 
Employer will deduct TDS u/s 192. 

4 192A CA2019(N) – Mr. Tandon, a resident, received a sum of Rs. 1,75,000 as 
pre mature withdrawal from Employees Provident Fund Scheme before 
continuous service of 5 years on account of termination of employment 
due to ill health. Examine and explain the TDS implications assuming he 
has a PAN which he has furnished to the deductor. 

Payment exempt since service 
terminated due to ill health. No 
TDS u/s 192A. 
Mistake by students - Failure to 
analyze exemption conditions for 
EPF withdrawal. 

 

B3. INTEREST, DIVIDEND & INVESTMENT INCOME - Discuss the liability for tax deduction in the following cases: 

# Section Case TDS 
1 193 BD Pvt. Ltd, paid interest on debentures of Rs. 4,000, to JK 

HUF, a resident, by account payee cheque on 1.6.2021. 
TDS will be deducted @ 10% of Rs. 4,000 
(i.e., Rs. 400) u/s 193 as payer is not widely 
held company. 

2 193 CD Ltd., paid interest of Rs. 20,000 on listed bonds to Mr. Y, a 
resident, on 15.5.2021. Bonds were held in demat account. 

TDS will not be deducted u/s 193 since it is a 
listed security of company in demat form 

3 193 Mr. Z, a resident, received Rs. 10,000 as interest on 7.75% 
Savings (Taxable) Bonds, 2018 for FY 2021-22 on 31.3.2022 

TDS will not be deducted u/s 193 since 
amount for the FY ≤ Rs. 10,000.  

4 193 Mrs. Y, a resident, received interest of Rs. 65,000 on 
15.12.2021 on Rajasthan Government Bonds. 

TDS will not be deducted u/s 193 on 
Government security 

4A 193 CA2021(JAN) – Mr. Marwah, resident aged 80 years, holds 
6½% Gold Bonds, 1977 of Rs. 2,00,000 and 7% Gold Bonds, 
1980 of Rs. 3,00,000. He received yearly interest on these 
bonds on 28.2.2022. 

TDS u/s 193 since total nominal value of 
bonds > 10,000. Interest = 13,000 (6½% of 2 
lakh) + 21,000 (7% of 3 lakh) = 34,000. TDS 
@ 10% is 3,400. 

5 194A CA2019(N) – A sum of Rs. 42,000 has been credited as 
interest on recurring deposit by a banking company to the 
account of Mr. Hasan (aged 63 years). 

No TDS u/s 194A, since interest ≤ Rs. 50,000, 
assuming Mr. Hasan is a resident 

6 194A CA2017(M) – Pallavi Bank Ltd. has paid interest of Rs. 29,000 
to Mr. A, a resident Indian aged 50 years, from its Chennai 

No TDS u/s 194A if no CBS since interest is 
computed per branch and is ≤ Rs. 40,000. 







preceding FY > 1 crore. 
�x Mr. A – No TDS u/s 194C since it is a 

contract for sale as material not supplied by 
Mr. Bobby.  

�x Mr. Satheesan – No TDS u/s 194C as 
individual payments ≤ Rs. 30,000 and 
aggregate payment during FY ≤ Rs.1 lakh 

3 194C CA2016(M) – Ashwin, a resident individual carrying on 
business (turnover for FY 2020-21 Rs. 2.2 crore; for FY 

No TDS u/s 194C since amount ≤ Rs. 30,000, 
although Ashwin is covered u/s 194C since 



2021-22 Rs. 20 lakh), made payment to Vijay for repair of 
office building – Rs. 23,000. 

turnover from business in preceding FY > Rs. 1 
crore. 

4 194C CA2020(N) – ABC Ltd. makes payment of Rs. 1,50,000 to 
Ramlal, an individual transporter, who owned 6 goods 
carriages throughout the PY. He does not furnish his 
PAN. 

Though Ramlal is goods carriage operator 
owning ≤ 10 goods carriages, he does not furnish 
PAN. Hence, TDS to be deducted u/s 194C @ 
20% (in terms of section 206AA) on Rs. 1.5 lakh = 
Rs. 30,000 

5 194C JK Pvt. Ltd. made payment to Ravi, a resident contractor, 
on 15.4.2021 (Rs. 25,000), on 15.9.2021 (Rs. 27,000) on 
15.12.2021 (Rs. 29,000) and on 15.3.2022 (Rs. 26,000). 

Even though single payment ≤ Rs. 30,000, TDS 
will be deducted u/s 194C since aggregate 
payments for FY 2021-22 > 1 lakh. TDS will be 
deducted on Rs. 1,07,000 at time of 
credit/payment of Rs. 26,000. TDS @ 1% = Rs. 
1,070. Last payment = Rs. 26,000 – Rs. 1,070 = 
Rs. 24,930. 

6 194C JK Pvt. Ltd. made payment to Ravi, a resident contractor, 
on 15.4.2021 (Rs. 35,000), on 15.9.2021 (Rs. 27,000) and 
on 15.3.2022 (Rs. 31,000). 

Aggregate payment during FY ≤ Rs. 1 lakh. TDS 
u/s 194C @ 1% on Rs. 35,000 and @ 1% on Rs. 
31,000, being amounts in a single payment > Rs. 
30,000. 

7 194C JK Pvt. Ltd. made payment to Ravi, a resident contractor, 
on 15.4.2021 (Rs. 25,000), on 15.9.2021 (Rs. 35,000) on 
15.12.2021 (Rs. 30,000) and on 15.3.2022 (Rs. 20,000). 

�x 15 April – No TDS since amount ≤ Rs. 
30,000;  

�x 15 Sep – TDS @ 1% of Rs. 35,000, i.e., Rs. 
350;  

�x 15 Dec - No TDS since amount ≤ Rs. 30,000;  
�x 15 Mar – Since aggregate for FY > Rs. 1 lakh, 

TDS @ 1% on Rs. 75,000 (Rs. 1,10,000 – Rs. 
35,000 on which TDS deducted earlier), i.e., 
Rs. 750.  

�x Total TDS = Rs. 1,100.  
8 194C Z Ltd made payment of Rs. 1 lakh as rent for machinery 

hired from Mr. K, a resident. 
No TDS u/s 194C as payment is not for work. 
Section 194-I is applicable. 

9 194C PQR Pvt. Ltd. made payment of Rs. 50,000 to Mr. J, a 
resident transporter, for transporting goods from the 
factory to its premises. Mr. J submitted declaration to 
PQR Pvt. Ltd. that he owns not more than 10 goods 
carriages, along with his PAN. 

No TDS u/s 194C since Mr. J fulfills the 
conditions for TDS exemption for small 
transporters. 

10 194C KMC Ltd entered into a contract with Mr. Law, a noted 
lawyer and a resident, for providing legal services during 
PY 2021-22 and made payment of Rs. 10 lakh during the 
year. 

No TDS u/s 194C. S. 194J will apply. 

11 194C Mr. B, carrying on business with turnover of Rs. 90 lakh 
for PY 2020-21 and Rs. 120 lakh for PY 2021-22, paid Rs. 
90,000 to M/s CDE Pvt. Ltd., an Indian company, on 
1.3.2022 for advertising services. 

No TDS u/s 194C since turnover of Mr. B does 
not exceed Rs. 1 Cr in PY 2020-21. TDS liability to 
be examined u/s 194M. 

12 194C Shubh, a Chartered Accountant, received professional 
fee of Rs. 60 lakh during PY 2020-21. During the PY 2021-
22, he made payment of Rs. 50,000 to Shailesh, a 
resident, for printing invitation cards for the marriage of 
his daughter as per his specifications. Raw material was 
procured by Shubh and provided to Shailesh. He also 
made payment of Rs. 75,000 to Saurabh, a resident, for 
catering services during the marriage ceremony. 

Shubh is covered u/s 194C as GR for preceding 
FY > Rs. 50 lakh. Each payment > Rs. 30,000. 
Printing is ‘work’ since raw material is supplied 
by Shubh. Catering is also ‘work’. But TDS will 
not be deducted since payments are for 
personal purpose of Shubh.  

13 194C Mr. Jinesh gave a contract to Mr. Vinesh, a resident, in 
respect of manufacture of machinery spare parts as per 
his specifications. Mr. Vinesh procured the raw material 
for such manufacture from Shah & Co, a partnership firm 
in which Mr. Jinesh held 25% share of profits. Mr. Jinesh 
paid Rs. 1,20,000 in three equal instalments on 
15.4.2021, 15.6.2021 and 15.8.2021. Mr. Jinesh was 
liable to tax audit for FY 2020-21. 

Mr. Jinesh is covered u/s 194C since his 
TS/GR/TO > Rs. 1 cr for preceding FY (as he was 
liable to tax audit). Shah & Co is an associate in 
term of section 40A(2). Manufacture as per 
specifications using material purchased from 
associate firm is ‘work’ u/s 194C. Each payment 
> Rs. 30,000. TDS applicable @ 1%. 

14 194C For transport of its cargo, M&N LLP of Delhi paid Rs. 
30,000 to Mr. C, a resident, for carrying the cargo from 

�x Payment to Mr. C – No TDS u/s 194C since 
amount ≤ Rs. 30,000.  



its factory to the railway station and Rs. 75,000 to Indian 
Railways for transport of cargo to Chennai. 

�x Payment to Railways – Exempt from 194C. 

15 194C Suresh, carrying on a business, having turnover of Rs. 1.2 
crore for FY 2020-21 and Rs. 95 lakh for FY 2021-22, 
made contract payment to Harsh, a resident, of Rs. 
24,000 on 15.12.2021 in respect of two contracts of Rs. 
12,000 each. 

Suresh is covered u/s 194C since turnover for 
preceding FY > Rs. 1 cr. But no TDS since single 
payment ≤ Rs. 30,000 and aggregate payment 
for FY ≤ Rs. 1 lakh. 

16 194C M/s Z Ltd. made payment of Rs. 2 lakh to Mr. J, a 
resident transporter. Mr. J owns 9 goods carriages 
throughout the PY. He has also furnished a declaration 
to this effect along with his PAN. 

No TDS u/s 194C since Mr. J is a goods carriage 
operator owning ≤ 10 goods carriages at any 
time during the PY and has furnished declaration 
along with PAN. 

17 194J CA2020(N) – Payment of royalty of Rs. 22,000 and FTS of 
Rs. 28,000 to Mr. R, who is having PAN, were made 
during the PY 2021-22 by M/s Z Ltd. 

No TDS u/s 194 since amount of royalty and FTS 
is ≤ Rs. 30,000 for each category of payment. 

18 194J CA2020(N) – Z Ltd. paid Rs. 18,000 to one of its directors 
as sitting fees on 2.2.2022 

TDS u/s 194J @ 10% of Rs. 18,000 if it is not in 
the nature of salary – there is no threshold. TDS 
u/s 192 if in the nature of salary. 

19 194J CA2019(M) – XYZ Pvt. Ltd. pays the following amounts to 
Mr. Narayan during the PY 2021-22: (1) Rs. 22,000 
towards fee for professional services, (2) Rs. 18,000 
towards royalty. 

No TDS u/s 194J since sum ≤ Rs. 30,000 limit for 
FPS as well as royalty. 

20 194J CA2019(M) – Talent Pvt. Ltd. pays Rs. 12,000 to Ms. 
Sudha, its director, on 1.12.2021 towards sitting fee 
which is not taxable u/s 192. 

TDS u/s 194J @ 10% of Rs. 12,000. There is no 
TDS threshold for director fee. 

21 194J CA2019(M) – Radha Ltd is engaged only in the business 
of operation of call centre. On 18.3.2022, the total 
amount credited by Shyam Ltd in the ledger account of 
Radha Ltd is Rs. 70,000 regarding service charges of call 
centre. The amount is paid through cheque on 28.3.2022 
by Shyam Ltd. 

TDS u/s 194J @ 2% of Rs. 70,000 to be deducted 
on 18.3.2022, i.e., earlier of credit or payment. 
Rate is 2% since Radha Ltd. is engaged only in 
the business of operation of call centre. 

22 194J CA2019(M) – A television company pays Rs. 50,000 to a 
cameraman for shooting of a documentary film. 

TDS u/s 194J @ 10% of Rs. 50,000, since sum > 
Rs. 30,000. This is FPS since cameraman is a film 
artist covered u/s 44AA. 

23 194J CA2011(N) – Fee paid to Dr. Srivatsan by Sundar (HUF) 
Rs. 35,000 for surgery performed to a member of the 
family. 

HUF is liable to deduct TDS only if business 
turnover > Rs. 1 cr for preceding FY. Even then 
no TDS in this case since payment of FPS made 
exclusively for personal purposes of member of 
HUF. 

24 194J CA2016(M) – Ashwin, a resident individual carrying on 
business (turnover for FY 2020-21 Rs. 2.2 crore; for FY 
2021-22 Rs. 20 lakh), made payment of fees for technical 
services to Vivek on 15.4.2021 – Rs. 35,000. 

Ashwin is covered since turnover from business 
in preceding FY > Rs. 1 crore. Amount > Rs. 
30,000. TDS u/s 194J @ 10% or 2% of Rs. 35,000 
depending on whether FTS is being professional 
services or not. 

25 194J Soft Ltd., an Indian company, purchased business 
application software for which it made payment after 
deducting TDS u/s 194J. It sold the software, as it is, to 
B&C LLP. Soft Ltd. gave a declaration to B&C LLP that it 
had earlier deducted TDS u/s 194J and also furnished its 
PAN number.  

Payment is in nature of royalty u/s 9(1)(vi). But 
B&C LLP will not deduct TDS u/s 194J in view of 
exemption under Notification 21/2012 since all 
its conditions are fulfilled. 

26 194J XYZ Ltd. made payment to Mr. C, a Chartered 
Accountant, of Rs. 50,000 on 1.6.2021 for professional 
services rendered.  

TDS u/s 194J on FPS @ 10% of Rs. 50,000 since it 
is > Rs. 30,000. 

27 194J Gyan Publishers Pvt. Ltd. made a payment of Rs. 2 lakh 
to Mr. Writer, a resident, on 15.4.2021, as royalty on 
sale of books for which Mr. Writer holds the copyright. 

TDS u/s 194J @ 10% of Rs. 2 lakh on royalty. 

28 194J Mr. K, having business turnover of Rs. 5 crore in PY 2020-
21, made a payment of Rs. 40,000 on 15.1.2022 to JK 
Ltd. for use of certain design templates developed and 
owned by JK Ltd. 

Mr. K is covered u/s 194J since TO for preceding 
FY > 1 crore, but is not required to deduct TDS 
on royalty payment. 

29 194J M/s Z Ltd. made payment of Rs. 25,000 as fees for 
technical services and royalty of Rs. 20,000 to Mr. K. Mr. 

No TDS u/s 194J since payment ≤ Rs. 30,000 
each for FTS and royalty, assuming there were 



K has furnished PAN to Z Ltd. no other payments towards FTS or royalty 
during the PY to Mr. K. 

29A 194M CA2021(JULY) – Payer: Kale, receiving pension from 
Central Government. Nature of payment: Contractual 
payment made to a resident during April 2021 for 
reconstruction of his residential house in Arunachal 
Pradesh. Rs. 52,50,000. 

Kale is a pensioner, hence, not covered u/s 
194C. Payment for ‘work’ to resident > 50 lakh. 
TDS u/s 194M = 5% of Rs. 52,50,000 = Rs. 
2,62,500. 

29B 194M CA2021(JULY) – Payer: Golu, an individual carrying on 
garment trading business with turnover of Rs. 95 lakh in 
FY 2020-21. Nature of payment: Payment of commission 
to Vinay, a resident, for securing a contract from a big 
business house in November 2021. Rs. 1,20,000. 

Golu is a non-specified individual as TO of 
preceding FY ≤ 1 crore. Hence, not covered u/s 
194H. No TDS u/s 194M as amount ≤ Rs. 50 lakh. 

30 194M CA2020(N) - Sanjay, a resident Indian individual, not 
deriving any income from business or profession, makes 
payments of Rs. 12 lakh in January 2022, Rs. 20 lakh in 
February 2022 and Rs. 20 lakh in March 2022 to Mohan, 
a contractor, for reconstruction of his residential house. 

Sanjay is a non-specified individual, hence, not 
covered u/s 194C. TDS u/s 194M @ 5% of Rs. 52 
lakh since it is > Rs. 50 lakh = Rs. 2,60,000. 

30A 194M CA2021(JAN) - Mr. Avinash, pays Rs. 55,00,000 during FY 
2021-22 to Mr. Harsh for supply of labour for carrying 
out the construction work of his factory. During the PY 
2020-21, Mr. Avinash was not liable for tax audit u/s 
44AB. 

If TO of Mr. Avinash for PY 2020-21 was > 1 
crore (though not liable to tax audit due to 10 Cr 
limit applicable to him), he will deduct TDS u/s 
194C @ 1% of Rs. 55 lakh.  
If TO of Mr. Avinash for PY 2020-21 was ≤ 1 
crore, he will deduct TDS u/s 194M @ 5% of Rs. 
55 lakh since the amount > Rs. 50 lakh. 

31 194M Suman carries on a business having turnover of Rs. 1.5 
crore for FY 2020-21 and Rs. 90 lakh for FY 2021-22. She 
paid commission to Mr. G of Rs. 15,000 on 1.7.2021. She 
also paid Rs. 10 lakh to a contractor for renovation of her 
residential house.  

Suman is a specified individual u/s 194H and 
194C since turnover of preceding FY > Rs. 1 cr. 
But no TDS on commission u/s 194H since 
payment ≤ Rs. 15,000. No TDS u/s 194C since 
payment made for personal purpose. No TDS u/s 
194M as payment to each payee ≤ Rs. 50 lakh. 

32 194M Yugal carries on a profession whose gross receipts for FY 
2020-21 were Rs. 45 lakh. He got his residential house 
renewed for which he made payment to the contractor 
of Rs. 20 lakh on 1.10.2021, Rs. 25 lakh on 1.11.2021 and 
Rs. 10 lakh on 1.12.2021. 

Yugal is not covered u/s 194C since gross 
receipts in preceding FY ≤ Rs. 50 lakh. TDS 
liability arises u/s 194M @ 5% since payment for 
FY > Rs. 50 lakh. Payment for personal purpose 
is not exempt from TDS u/s 194M. 

33 194M Jugal carries on a business whose turnover for FY 2020-
21 was Rs. 30 lakh. He paid Rs. 60 lakh to a contractor 
for manufacture of office furniture as per his 
specifications. The contractor procured the raw material 
by himself from the open market.  

Since turnover of preceding FY ≤ Rs. 1 cr, Jugal is 
not covered u/s 194C. Since contractor does not 
manufacture furniture using material purchased 
from Jugal or his associate, it is not ‘work’. Thus, 
no TDS u/s 194M.  

34 194M Manav, a salaried person, paid Rs. 51 lakh to a lawyer on 
5.4.2021 for defending criminal proceedings against him.  

Since Manav is a salaried person, section 194J is 
not applicable. Payment to lawyer is FPS. Since 
payment > Rs. 50 lakh, TDS will be deducted u/s 
194M @ 5% of Rs. 51 lakh. 

35 194M Dheeraj, a retired employee drawing pension, made 
payment of fee for technical services of Rs. 55 lakh to 
BCD Pvt Ltd on 15.2.2022. 

Dheeraj is not covered u/s 194J. FTS is not 
covered u/s 194M. No TDS. 

36 194M Rashi is a professional having gross receipts of Rs. 60 
lakh for FY 2020-21. She paid Rs. 25,000 as commission 
to BK & Co agents on 15.7.2021. 

Rashi is covered u/s 194H since gross receipts of 
preceding FY > Rs. 50 lakh. TDS u/s 194H @ 5% 
of Rs. 25,000 since payment > Rs. 15,000. Thus, 
section 194M not applicable. 

 


