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Dated: 06/09/2021 

To 

1. The concerned section of Main Office, 

2. Area Accounts Office, Shillong, 

3. PAO (ORs) 58 GTC Shillong, 

4. PAO (ORs) ARC Shillong, 

5. All AOGEs. 

Sub: TDS deductions under section 194Q of the Income Tax Act 1961. 

Ref : HQrs. Office letter no. AT/Army (Stores) /9504/CDA Matters/ misc dated 10/08/2021 

(Available at CDA Guwahati 	 t) 
************************************************************************************* 

• 	Govt. of India, Ministry of Finance, [)epartment of Revenue (CBDT) circular bearing No. 

370142/26/2021-TPL dated 30.06.2021, received under HQr office letter No. AT/Army (Stores) 

/9504/CDA Matters/ misc dated 10/08/2021 on the above subject is forwarded herewith for your 

information, guidance and necessary action please. 

O (c.cou4s) 	Seen, 

End: As above. 

C 	

• 	 AO(AJCs) 

Copy To:  

Officer-in-Charge,\ 

& SW (Local) 

AO (A/Cs) 
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C1,  ontiolici (nci ! of J'Ye fe ne AcCourit 

t'Iui B it it 1u id P Lim, Dc 1111 ( int' - 110010 

Ph No. 011 	26680 72) FAX No. 011 2674806 
I) 

O AI /Arm\ 	o s) El 	
/ t Di Maltc / Ii 	dated 	10 08 2021 

All Concci ned PC sDA/( sDA 

h cmail/C DID \\'A ou 	 N) 

Subject I D dc d u tions und i sct o 10 10 of I u ir1cOIn I 	Act 1961 

Reference: MoE, Department of Revctr; Ittet io..3701. 42/6/202 1 TPL 
dL d 30 06 )02J 

Plc ase fu mci c nc losed i op of (xO\ c nin lit of India, Mold, DcpaA tment of 
Rcvcn ci c iertc r ci ted under refcrc ace o:h the above suhI oct for oop1iance and. 
necessary action at your end. . 

2 In addi 1  1011 	O is dVi cd 	at 	 n th 	ru ssary ist r uc tions to sub of es may b 
issued to comply with pi ovision /clu1d linc s p omulgated them em W. r I 

ddit morial deau ton 01 IT equals to 01. 1% on cicoi 1  p iym at of 50 lakEs and 
a hove 

Foci As above.  

(S 1. Vcirna) 

nior Acc ourV Ofticer (Arm) 

pi 
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F. No, 370142/26/2021 -TPL 
(;t\e'rIneIit of India 

iVilnistry of Finance 

.1)epartnient of' Revenue 

(Central Board of 1)ireci Taxes) 
********¼c* 

: Dated: 30th  June. 2(121 

'uh(tndehuesu 

Finance 	t 	I inserted  a D\\ section  OR? in the Income-tax Act 461  
( hereinafter re. -[,'erred to as "the Am") which takes e I[ect from I 	of .1 u ly. 2021, it aj;kcs 
t 	1\ buyer ho is responsible for pqang any surn to 	 resident seller for purchase 
goods ot the value or aggregate of vake exceed . ing Sly lahh rupees in any pi OVIOL1S 	u 
The.  buyer. at the time of credit of such sum to the account of the seller or at the tin 	4 
payment. w,.hichever Is earlier is ILquued to deduct an amount equal to 0 1% of such sum 
exceeding fifty lakh rupees as income tax. 

2. Buyer is defined to he person whose total sales or gross receipts or turnover from :the 
business carried on by him c\cLLd Len ci Oic rupees during the financial year immed n 
preceding the financial 

'
year  10 which the pwehase of good is cat ted out ( njral  

Government has been authorised to specify by notification in the Official Gazette, person 
who s ould not be considered as hu\ ci I 'or the purposes of this section 

3. Sub-section (3) of' section 1 94.Q of the Act empowers the Board (with the approvhl cd 
the Centrad Government) nment) to iSSUC eu felines Wr the purpose of removing difficulties 	at a 
representations have been received is cd hs the Board for issuing,  guidelines Wr removing tag cc I 

difficulties. In exercise of power contained under subsection (3) of section 1 94Q of the AOL 

the Board, s ith the approval al ot the Central  Government. hereby issues the fohl\\ ii  4 
guidelines. These guidelines at some places have also tried to remove difficulties to 

implementing the provisions of section ton 1 94 0 and sub-section (hi I) of sect ton 206( cd tl 

Act using power contained in sub sect on (4) Of SL eti(n 194-0 of the Act and sub-section I 
I) of section 206C of the Act. 

4. Guidelines 

4.1 	Applicability on transactions carr i ed through various Exchanges: 

4. 1. 1 	it has been represented that there are practical cli fflcu lties in implementing tho 
pi'O\/iSiOflS of Tax Deduction at Source (TDS) contained in section 1 94-Q of the Act in Case 
Of ecitifl C\chdflges and clearing erpoi ttions It has been stated that sonietimc in ihe 
transactions there is no onO to one contract between the buyers and the sellers. 

4. 1.2 	In order to remove such difficulties. it is provided that the provisions of section H4.Q 
of the Act shall not be applicable in relation to. 

(i) transactions in securities and commodities which are traded through recogi.u!cci 
stock e\ch inces or cleared 	tid settled h 	the recognized dci ing corpoi cu1  loll 



Cocular No. 13 oh0? 

including recognized stock-exchanges or recognized clearing  corporation located in 

1nt in tion ii I innnc i I 	U\ k 

(ii) ta r iionc in cicctncit\ 	renewable encrrw ccrt Ocates tu.i enern 	sa\ on 

cerfilcates traded throunTh power cxchai igcs rep kiered n accordance v ith Regu I at ion 

21 of the C [fRC: and 

For this purpose- 

(i) 	ILcoLmcd clearing; corporation" Wall have the nwcming 0 iL'i1Ld to it in ci in 

(i) o[the Explanation to cia use (23EL) olsection I () of the Act: 

(u)"recognized stock w N In c shall have the ilL nin assigned to H in C uc ( 	(0 

the Explanation I to sub-sectiioii (5) of section 43 of rhe Act: and 

(I i) 	"International Financ ni Serwces CanHa Shcdl have the meaning assigned to it in 

clause (q) of section 2 of theSpccia.l 1 conom ic onc5 Act. 2005. 

4.2 	Calculation of threshold for the financial year 2021 -22 

4.2.1, Since section 1 94Q of the Act won Id conic into e fleet Cotu C J u lv, 202 1. it was 
requested to clan f\ how the. threshold of PRy laNd rupees speci fled under this sechon shall be 

computed and whether the tax is requ red to be deducted in respect of advance paid he fore I 

July 202 I and sum c red bed therea tic 

4.22.it hereby clarified thaL 

(F) Since section 1 94Q of the Act mandates buyer to deduct tax on credit of sum in the 

account of seller or on paYment of such sum. IV, cliever earlier. the provision of this 

sub--section shall not apply on an sum credited or paid before I .1 ulv 2021 If' either of 

the two events had happened before W July NOT that transaction would not be 
subjected to the provisions of seotion .1 94Q of the Act. 

(ii) Since the threshold of tifiv Iakh rupees is with reslaect  to the previous 	ear. 

oiL'Ltiot of sum fot n g inc TDS undL wL on 10 Q shall be eOn fluter horn I 

'\p ii 2021. 1 ICHoL if ci n bei ng hu\ u his Ready ci di ft d or p iid ft i f\ i Ikn 

rupees or more up to 30th June 2D21 to i seller. the t DS under section 194Q shaH  

apply on, all creTt ar pd\muH Owing the prccvi ,,-)us ycar,on 01 alan I JuI\ 2021 RO 
such sel1ev. 

• 	43 	Adjustment for CST, purchrise returns 

4.3. 1 	It is requested to clan C'  that whether ad t.srme.nt is ietuircd to he made tbr CS'!' or 

pLirchase returns Or the purpose of' Lax dcci uctton i.uder sect ion l 94Q of' t h e. Act 	' ide 

circular no 17 of 2020 dated 29 °  Sept 2021) it y as ci an fled that no ad ustnicnt on acccu it of 

OST is ne.qui.re.d to be made fOr collection of tax cinder su b-sew ion (110) o N section 206C of 
the A since the collection is. made with re;fO.rence to receipt UI amount of sale consideration. 
I Ioweu the situ lOon iS difLLilt I as11 is it bcen eiu ifod in 61-cular  

no 23 of 201 7 dated 1 9°  .1 ulv 201 7 as under 

10 tecnix 0/ /120 0Oi'c'0ff1('f1i  or commci /nh/cofI tht pt/i'll' f/m/ 1/10 lyive, 

	

/ em ' 	' 	c' 0 ,  (f 	,,' ,,. 	11 1 in ,  ('((7, 	71 / ))( 711)1' II 	7 1 Ii- c' 1, 1 	j 
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/1(1/C l/( j wepewel v II\ //(I// 150 / /uc /1 I LII Some itiiIc '  

h i ton the (Ifl()/J?f /)UI(I i)/ I)R (Ih7( 	H I/hüUI l/7C (iI///7 	l!C!1 	G S I on S / / 

GST ,/)r /how (• /)i!I7)Os 2  Y//(l!/ I7c!i.!/? IHief C iii Gomly (7/1(1 Semilvv  

Am C eni;i/ G()o(/s' :iiic/ &A -vic es 7 iv, Slate (Joo/c uimf Se)vic(?c Tax Lnc/ ( 

(.jooer' runt Sei , viccs i'rix, 

1.3.2 ACdi neiv w tb respect to ]US under section 1 94Q of the Act, it is clarified Ill at 
hen ta\ is deducted at the time çf credit of amount in the account of seller and in termS if 

the agreement or contract between the buyer and the seller, the component of GST compncd 
the anioont pa y able  m I he seller is indicated separately, tax SO he deducted under s 

19 4() of the Act on the amount credited  ithout including such CKE Howeve r, ii the t 	is 

deducted on payment bests because the payment is ea,rh er than the credit the tax NXIOUldbe  

deducted on the whole amount as it is not possible to identify that payment with ( $T 
conii)onent of the amount to be invoiced in future. 	. 

423 Further. with respect to purchase return it is clari:fled that the tax is required a be 
deducted at the W e of payment or credit. vvhicfiever is earlier. icr Thus bel ore purchase IL Iii 

happens. the tax must have already been deducted under Scctiofl 194 ' Q  of the Act Oil that 

urchase. If that is the case and against this purchase return the mony is refunded he the 
seller. then this tax deducted may be adjusted against the fle\L purchase against the sadc 
seller. No adjustment is required if the purchase return is replaced by the goods by the sefice 
as in that case the purchase on which tax was deducted under section 1 94Q of the Ace has 
been completed \\ ith  goods replaced.  

4.4 	Whether non-resident can be buyer under section 1 94Q of the Act? 

4.4. 1 	it is requested to C lari IF if the provisions of section 1 94Q of the Act shall appb . 
hover being a non-resident. To remove di fPcuities. it is clan Ped that the provisions of sccin 
940 of the 1\Lt shall not apply to a non L sideit \\ hose  purchase of goods from s 

resident in India is not efiet.ivelv connected with the permanent establishment of such .n3.-
resident in India. Fo,r this purpose. 'permanent establishment" shall mean to include a Paced 
place of business through which the business of the enterprise is whol Iv or partly carries cm. 

4.5 	Whether tax is to be deducted wheil the seller is a person whose income :is  

exempt 

4.. I 	It is requested to clarify if the provisions of section 1 94Q of the Act shall apply "'o i 

scltei \ hose income is exempt he KCATIOW dii Iieult\ it is clarified that the provisions 

section 1 94Q of the Act shall not app.1y on purchase of goods from a person. being a sel I2i. 

who as a person is exempt from income tax Linden the Act (like person exempt under sednati 

10) or under any other Act passed he die Parliament tament (1 iL RBI Act ADD Act etc ) 

4 2 	rni tier i\ 	s rth respect to sub-section (1H) of section 206( of the Act it is cat ii 	1 

that the provisions of this sub-section shall not apply to sale of goods to a person, being p 

buyer, who as a person is exeni pi Born income tax UndQr the Act (like person exempt uncle. r 

Section 1 0) Or Linder arly other Act loassed by the Par i n lent (Like: RB I Act AI-)B Act etc 

I 	The above clarifications 	oud not apply if only part of the neotTle of tilt! Li L I 

(being a seller or being a buyer, as the case may be) is exempt. 
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4.6 	Whether tax is to be deducted on advance pavm CI) 

It is requested to clan t'y if'the provisions(Asec on 34Q  ofthe Act sha apply ic 

advance payment made h\ thL k1jer. it is clarified ih ii sincc the provisions apply On paynnent  

or credit whichever is earl en, the provisions nh sec ion I 94Q oh the Act shall appi to 

advance payment made by the huycr to the se lie 

4.7 	Whether provisions of section 1 94Q ol' the Act shall apply,  to buyer in the year of 

incorporation? 

17. 1 	it is requested to clarifS ,  f the p,rov is ions or section 1 94Q oh the Act shall appl to a 

buyer in the year of its incorporation, In is clan Pod that under section. I 94Q of the Act a buser 
is required to have total sales or gross receipts or turnover fiom the bus ness carried on by 

him exceeding ten ci ot e ru.pees during IL I ma iv tal year nii mcdi nm is preceding tn thy financial  

year in which the purchase oh nood is carried out Since this condition vou Id not he sat is Ped 

in the year of incorporation, the provisions of section I 94Q of the Act shall not apply in the 

year of incorporation. 

4.8 	Wbethei' provisions of seCtiOn 1 94Q of the Act shall apply to buyer if the 
turnover from business is 10 crore or less? 

48. 1 	it is requested to clariFy if the provisions of section I 94Q of the Act shall appI to a 

huvet' who has turnover or cross receipt exceeding R.s 10  crone but total sales or gross receipts 

on turnover P'om business is Rs .1. () crone or less. ii is clarinet!  that Or the purposes of section 
1 94Q of the Act, a buyer is required to have total sales or gross receipts ot turnover from the 
business carried on by hi u v d on iou COil c upLcs during the U noon tal year immcdi dcl\ 

preceding the financial :ea1' in which the. purchase of good is carrte.d out. Hence, the sales or 
gross receipts or turnover from business carried on by him ni ust exceed R.s I U crone. 11 is 
turnover or receipts from non-business activity is not to he counted for this purpose. 

4.9 	Cross application of section 19440. su bsection (I U) of Section 2.03C and s ectior 

194Q of the Act. 

4.9.1 	it is requested to clarify how section 1940   sub-section (Ill) of section 206(1' ann 

section. 1 94Q of the Act. apply on the same transaction. 

09.2 	Under sub-secti( --n ('3) of section 1 94-(..) of the Act, a transaction in respect ot \ Hic 
tax has been deducted by the c-commerce operator under sub-section (1), or \vh cl is iv 
liable, to deduction n.inde.r sub-section (2). shall not be liable to tax deduction at source undn 
any othet' provsion of ebaet' X\(1 of the Act. 

4.9.3 	Under second proviso to sub-section (li'I) of sccl:ion 206(1.' of the Act., provisions 

this sub-section s'hal. I not applr. it the buyer is I lahic to deduct tax. at soLrrcc under any oth 
Provisions ofthis Act Oil the n0(i5 P cli lSc 0 H him from die seller anO has deducted 0 

tax. 

4.9.4 	Under sub-section () ci sectton I 94Q of the Act, the provision ,  of this Section sh 
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(i) tax is deductible under itfl of The provisions of this Act; and 

tax is collectible under the provisions of section 2O(C, other than a transactious on 

which sub suctnr (1 H) of crtiOn 206C applies 

4.9.5 	Afte.t conjoint reading of al these l:rovisions  tl'ie 1I lowing is clarified: 

(1) If tax has been deducted H the e-commerceoperator on a transaction under so 

.9H0 of the Act { i nd udino tr1nSaC•tiOflS oil which tax is not deducted on acc.ouor of 
sub-section (2) oF section 1 94O. that transaction shall not he subjected to urx 
deduction under section 1 94Q olihe Act. 

(ii) Though sub-section (Ill) of section 206 of the Act provides e emption trotu 
it tho hu\Tr has deducted toy at source on goods purchased by him to r ci 
di fiThuities it is clad dod that this exemption would also covet a situation where in.stbad 
of tle buyer the c-commerce operator has deducted tax at source on that tran.sacticr4 o f 
scode UI goods H seller to buyer through o Lommor Uc operator.  

(iii) If a transaction is both within the purview of seclion I 94Q of the Act as W211 
section 1 94Q of the Act, tax is required to he deducted under' section I 94-0 of the 
and not under section 1 94Q of the Act. 

( iv) Similarly.r f a transaction is both vithhi the purview ,  o section 1 94-() of the AC.1,  
\Vell as sub-section ( I 1-1) of section 206C of the Act, tax is required to be deducted 
under Section 1 94-0 of the Act. The transaction shall come out of the purview of stTh-
SCCti ':ra ( I 1) of section 206C of the Act after tax has been deducted by the ccomiidieo 
operator on that transaction Once the c-commerce operator has deducted the tax •oti a 
transaction. the seller is not required to collect the tax under sub-section (1 H) of s•FHr 
206C of the Act on the same transaction. It is clarified that here primary responsiI5ii.iIv 
is on e-commei'ce operator to deduct the tax under section 1 94-0 of the Act and dvrt 
responsibility cannot he condoned it  the se.11cr has collected the tax under suh-secr :.itn 
(1 N) of section 206C of tbc Act. This is Hr the reason that the rate of TDS 
section I r)40  is higher than rate of I C S under sub-section ([H) of section 206C 11 t at 

Act 

(v) If a transaction is both within the pur\'iew of section I 94-Q of the Act as Qkw 
suHSection (lii) of section 206C of the Act. the tax is required to be deducted oatH 
section 1 9443 of the Act. The transaction shall come out of the purview of srth-set.ten 
(1 H I of section 206E of thr A-ci after tax has been deducted H the buyer on h 
transaction. Once the buyer has deducted the tax oil a trail sction. the seller i5'i0' 
required to collect the tax under sub-section (IT')) of section 206C of the Act on nIx 
same transaction. However, if for any reason. tax has been collected by the seller undo' 
so Hsetion (I H) of section 206(,' of the Act, bethi'e the buyer could deduct tax undo 
section I 94-Q of the Act on the same transaction, such transaction would not h 
cuh1ectd to tax deduetiun again by the hover. This cOfleCiOfl is provided  to rcmo' 
difficulty, since tax rate of deductioft and collection are same in section 1 94Q anc Suh 
section (iN) of section 206C o the Act.  

(An kit 1 xi 
Under Secretary to the Govt. oft 
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Copy to: 
1 PS to FM- OSD to FM PS to MoS(FY OSL) to MoSt V) 

2. PPS to 

3. Chairman. CBDT &. Ail Mombot CBDT 

4, All Pr. DGsI'L Pr. CCiT 

5. All joint Scera otrleS' CsI'lF DiroCtOIS Deputy SeerCtttFtCS- 
	 of C DT U odor Sect otaries  

6. The C&AG of ludia 

7. The iS & Legal AdviSet N, n istry of Lau & VAR, O'\ Delhi 

8. CIT (M&l P;t. Oficiai Spol:eapCto0 of CBDT 
9, Oo Pr. DCIT (Systems) for uploadiug on otbcial \\'obIte. 

10. JOlT (DatabtSc Cell) 1r uploadn 01 


