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OFFICE OF CONTROLLER OF DEFENCE ACCOUNTS,

UDAYAN VIHAR, NARANGI, GUWAHATI-781171 THE MARATMA
IMPORTANT CIRCULAR
NO. A/IV/18/Imp. Cir/Vol.-VII 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 1940 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 -~ ‘Websile)
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Govt. of India, Ministry of Finance, Department 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.

GO0 (Accounts) has ceen,

Encl: As above.

AO (A/Cs)

Copy To:

THe Officer-in-Charge,\ for up!oqdhg ?‘mﬁxrwm(m
1T & SW (Local)

G

AO (A/Cs)
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Controller (;cne'x’,
Ulan Batar Road, Palan
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No. AT /Arm\f Stores)/ 9504 /L,.D/\ Mat
To,

e 10010

" éf_evn‘cé ACC‘OfUn‘t’S ,

All C*onwl ned PC‘%D/\/(ASH/\

—
oy

21so through email /CG DA

Subject: TDS deductions under sect

Reference: MoF, Department of Reve
dated 30.00.2021]

Picase find enclosed a copy of G
Revenue leiter aited under refercrice (
necessary action at your end.

2. [n addition, it is advised that ne:
issued to- mmp] with  provisions
additional deduction of IT cquals 1o
above. :

The  ehouts It 4t

Kncl: As above.

pr———_

;.‘Sfiényq Accounts Officer (Army)

*
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Circular No. 13 of 2;)2*1
F. No. 370142/26/2021-TPL
Government of India
Ministry of Finance
Department of Revenue
(Ccntral B()ard of Direci Taxes)

Dated: 30" June, 2021

Sub.: Guidelines under section 1940 of the Income-tax Act, 1961 - reg.

Finance Act. 2021 inserted a new section 1940 in the Income-tax Act ] %4({{
(hereinafter referred to as "the Act") which takes effect from 1™ day of July, 2021, [t applic
to any bU\”]' who is 1‘espomib§e for paying any sum to any resident seller for purchase of gny
garegate of value exceeding fifty lakh rupees in any previous v,
]ile buyu. at th(, time of credit of such sum to the account of the seller or at the thmd of
payment. whichever is earlier. is required to deduct an amount equal to 0.1% of Quch sum

exceeding fifty lakh rupees as income tax,

Buver is defined to be person whose total sales or gross receipts or turnover from the
business carried on by him cxceed ten crore rupees during the financial year immediaten
preceding the financial vear in which the purchase of good is carried out. Cenira
Government has been authorised to specify by notification in the Official Gazette, perset
who would not be considered as buyer for the purposes of this section, | '

™

3. Sub-section (3) of section 1940 of the Act empowers the Board (with the apprm al of
the Central Government) to issue guidelines for the purpose of removing difficulties. Various
representations have been received by the Board for issuing guidelines for removing certiin
difficulties. In exercise of power contained under sub-section (3) of section 194Q of the Act
the Board, with the approval of the Central Government, hereby issues the fo!lmw 0
guidelines. These guidelines at some places have also tried to remove difficulties” in
implementing the provisions of section 194-0 and sub-section (111} of section 206C ol the
Act using power contained in su hu-smtzon {4) of section 194-0 of the Act and sub- seutxm@l—

D of section 206C of the Act,

4, Guidelines

4.1 Applicability on transactions carried through various Exchanges:

411 1t has been represented that there arc practical difficulties in' implementing. the
provisions of Tax Deduction at Source (TDS) contained in section 194-Q of the Act in tase
of certain exchanges and clearing wrpc rations. It has been stated that sometime in these
transactions there is no one to one contract between the buyers and the sellers. 3

4.1.2  Inorder to remove such difficulties. it is provided that the provisions of section | %\\)
of the-Act shall not be applicable in relation to.-

(1) transactions in securities and commodities which are traded through recognized
stock exchanges or cleared and settled by the recognized clearing corporation.
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including recognized stock “excha 1g"§ or recognized clearing corporation located in

=B

ernatjonal Financial Service Centre

=

(i) wansactions n clecuricity. renewable energy certificates and energy  saving

s

certificates traded through power exchanges registered in accordance with Regulation
“the CERC: and

For this purpose.-

{1) "recagnized clearing corporation” shall have the meaning assigned to it in clause
(1) of the Explanation to clause (23EE) of section 10 of the Act:

(i1) "recognized stock exchange” wa«.l' have the meaning aésimcd to i{ in clause (1) of
the Explanation 1 o sub-section (3) of section 43 of the Act:

(i) "International Financial Services Cenlre” shall have the meaning assigncd to it in

clause (@) of section 2 of the Special Feonomic Zones Act. 20 l)ﬁ

N

@ 4. Calculation of threshold for the financial yeay 2021-22,
. y o . - - . N - 81 Y e .
421, Since section 194Q of the Act would come into effect from 17 July. 20210 1t was
requested to clarify how the threshold of fifty lakh rupees specified under this section shall be
computed and whether th: tax is required 1o be deducted in respect o advance paid before 17
July 2021 and sum credited thereafter.

4.22 It hereby clarified that,-
(i) Since section 1940 of the Act mandates buyer to deduct tax on credit of sum in mc
account of seller or on payment of such sum. whichever earlier. the provision of
sub-section shall not apply on any sum credited or paid h‘ciom l’“ .luly 20201 ﬁzmher ui’
the twa events had mppcnui before [T July 2021, that transaction would not be
subjected to the provisions of section 194Q of the Acl.
(i) Since the threshold of fiftv lakh rupees is with respect to the previous year.
caleulation of sum for triggering TDS under section 194Q shall be computed from
April. 2021, Hence, ifa pm'w"‘m being buver has already credited or paid fifty takh
rupees or more up to 30th June 2021 to a seller. the TDS under section 194Q shall
apply on all credit or pa_\smazm during the previous vear, on or after 17 July 2021,
such seller ' '

4.3 Adjustment for GST, purchase returns

4.3.1 Ttis requested to clarify that whether adjustment 1s vequired to be made for GST or
.

purchase returns for the }H})Ow w' tax deduction under section 194Q of the Act Vide
circular no 17 of 2020 dated 29" Se 20 i was clarified that no adjustiment on account of

GST is required to be made for collection of tax under sub-section (1H) of section 200C of
the Act since the collection is made \\fih eference to receipt of amount of sale consideration.
1.

However. the situation is different so far ag T 1,)5 s concerned. It has been claritied in circular
no 23 of 2017 uc.:tc:-d 19" July 2017 as under

Srherever in terms of the aurecinent or coniract between the paver and the pavee,

P EE ! !
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indicated separately. (ax shall be deducted ai sowrce under Chapter XVI-B ol e
Aot on the amount paid or pavable without incliuding such 'GST on services'
omponent. GST for these purposes shall include Jntegrated Goods and Ser

Cenvral Goods and Services Tax, Stare Goods and Services Tax and r‘zﬁr

[SEPNy,

N

Lerritor Goods and Servicey Tax,”

232 Accordingly with respect to TDS under section 194Q of the Act, it 1s clarified that
when tax is deducted at the time of credit of amount in the account of seller and in termﬁ‘wf"
the agreement or contract between the buyver and the seller, the component of GST compriked
in the amount pavable to the seller is indicated separately. tax shall be deducted under secthon
[94Q of the Act on the amount credited without including such GST. However, if the tax 15
deducted on payment basis because the payment is earlier than the credi(, the tax wouldibe
deducted on the whole amount as it is not possible to-identify that payment with ¢ T

component of the amount to be invoiced in future. |

4.3.3  Further. with mspcct to purchase return it is clarified that the tax is required 1o be
dccm ted at the time of payment or credit. whichever is earlier. Thus, before purchase retum
rappens, the tax must have already been deducted under section 194Q of the Act on that
purchase. If that is the case and against this purchase return the money is refunded by *I‘v'c
selter. then this tax deducted may be adjusted against the next purchase against the same
seller. No adjustment is required if the purchase return is replaced by the goods by the seller
as in that case the purchase on which tax was deducted under section 194Q of the Act has

&

been completed with goods replaced. b

4.4 Whether nou-resident can be buyer under section 194Q of the Act?

440 1tis requested to clarify it the provisions of section 194Q of the Act shal ap;’_)l)-,zé a
buver being a non-resident. To remove dilficultics. it is clarified that the provisions‘ofscc’ugm
1940 of the Act shall not apply to a non-resident whose purchase of goods from seller
resident in India is not effectively connected with the permanent establishment of such ndn-
resident in India. For this purpose. “permanent establishment™ shall mean to include a fixed
place of business through which the business of the enterprise is wholly or partly carries on.

4.5 Whether tax is to be deducted when the seller is a person whose income is
exempt L

4.5.1 It is requested to clarify t‘xc provisions of section 194Q of the Act shall apply mf a
;

seller whose income is exempt. 'Io remove difficulty. it is clarified that the provisions o
section 194Q of the Act shall not apply on purchase of goods from a person. being a sellcr.
who as a person is exempt from income tax under the Act (like person exempt under sectinn

10) or under any other Act passed by the Parliament (Like RBI Act. ADB Actete.), \ﬁ ‘

¥
8]

i

4.52  Similarly. thh respect to sub-section (1H) of section 206C of the Act, it is clarifie
that the provisions of this sub-section shall not apply to sale of goods to a person, being:
buyer. who as a person is exempt from income tax under the Act (like person exempt under
section 10) or under any other Act passed by the Parhiament (Like RBU Act. ADB Act etc. )

4.5.3 The above clarifications would not apply if only part of the income of the pe.}"s{;;]*.‘
(being a seller or being a E. wver, as the case may be) s exempt. "
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4.6 Whether tax is to be deducted on advance payment?
4.6.1 1t is requested to clacify if the provisions of section 194Q of the Act shall apply to
advance payment made by the buyer. It is clarified that since the prov istons apply on payment

or credit whichever is earlier. the provisions ol section 1940Q of the Act shall apply 0
advance payment made by the buyer to the seller,

4.7 Whether provisions of section 194Q of the Act shall apply to buyer in the year of
incorporation?

4.7.1 Itis requested to clarify if the provisions ol section 194Q of the Act shall apply to a
buver in the year of its incorporation. It is clarilied that under section 194Q of the Act a buyer
is required to have total sales or gross rcrfeipi\‘ or turnover trom the business carried on by
him exceeding ten crore rupees during the financial year imy md[\ml\ preceding the financial
year in which the purchase of good is carried out. Since this condition would not be satisfied
in the year of nu,olpomlmn the provisions of section 194Q of the Act shall not apply in the
vear of incorporation.

4.8 Whether provisions of section 194Q of the Act shall apply to buyer if the
turnover from business is 10 crore or less?

4.8.1 Itis requested to clarity if the provisions of section 194Q of the Act shall apply (o a
buver who has turnover or gross receipt exceeding Rs 10 crore but total sales or gross receipts
oF tuz"m‘ver from business is Rs 10 crore or less. 1t is clarified that for the purposes of section

194Q of the Act, a buyer is required to have total sales or gross receipts or turnover from the
business carried on by him exceeding ten crore rupees during the tinancial year immediately
preceding the financial year in which the purchase of good is carried out. Hence. the sales or
oross receipts or turnover from business carried on by him must exceed Rs 10 crore. IHis

turnover or receipts from non-business activity s not to be counted for this purpose.

4.9 Cross application of section 194-O, sub-section (1H) of section 200C and gectior
194Q) of the Act.

4.9.1 It is requested to clarify how section 194-0, sub-section (1H) of section 2060 anc
section 1940 of the Act, apply on the same transaction

4.9.2 Under sub-section (3) of scction 194-0 of the Act. a ransacuon in respect of whic
tax has been deducted by the e-commerce operator under sub-section (1), or which is nc
liable to deduction under sub-section {2). shall not be hiable to tax deduction at source unde
any other provision of chapter XV of the Act. '

4.9

this sub-section shall not applv. i the buyer is lable o deduct tax at saurce under any oth

3 Under second proviso to sub-section (1HH) of section 206C of the Act provisions
provisions of this Act on the goods purchased by him from the seller and has deducted su
tax.

4.94  Under sub-section (3) of section 1940 of the Act the provision of this section sh

[
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(1) tax 1s deductible under anv of the provisions of this Act; and

(i) tax is collectible under the provisions of section 206C. other than a transactions on

which sub-section (1H) of scetion 206C apphies
After conjoint reading of all these provisions the following is clarified:

(1y 11 tax has been deducted the e-commerce operator on a transaction under seetion
194-0 of the Act [including 1‘z-msact1<ms on which tax is not deducted on acc‘onmi of

sub-section (2) of section 194-0]. that transaction shall not be subjected to fax
deduction under section 1940 of the Act. p

(1) Though sub-section (1 H) of section 206C of the Act provides e"uapmon from l”f S
if the buyer has deducted tax at source on goods purchased by him, to w»n&«:

{ifficulties it is clarified that this exemption would also cover a situation where instead

~

il
of the buyer the e-commerce pcramr has deducted tax at source on that transactici 1f of
sale of goods by seller to buyer through e-commerce operator.

(i) 1f a transaction is both within the purview of section 194-O of the Act as well as
section 194Q of the Act. tax is required to be deducted under section 194-0 of the At
and not under section 194Q of the Act. ‘

(iv) Similarly. if a mansamon is both within the purview of section 194-0 of the \m as
well as sub-section (1H) of section 206C of the Act tax is required to be deducicd
under section 194-0 of the Act. The tansaction shall come out of the purview ol siib-
section (1H) of section 206C of the Act after tax has been deducted by the e-commcrie
operator on that transaction. Once the e-commerce o-perat()f has deducted the tax o
transaction. the seller is not required to collect the tax under sub-section (1H) of se¢
206C of the Act on the same transaction. [t is clarified that here primary responsibility
is on e-commerce operator to deduct the tax under section 194-O of the Act and that
respansibility cannot be condoned if the seller has collected the tax under sub-seciion
(1H) of section 206C of the Act. This is for the reason that the rate of TDS ungler
section 194-0 is higher than rate of TCS under sub-section (1H) of section 206C u1lthe
Act.

(v) [f a wransaction is both within the purview of section 194-Q of the Act as w M?, as
sub-section (11H) of section 206C of the Act. the tax is required to be deducted wndkr
section 194-Q of the Act. The transaction shall come out of the purview of sub-section
(1H) of section 206C of the Act after tax has been deducted by the buyer on thal
transaction. Once the buyer has deducted the tax on a transaction, the seller is o
required to collect the tax under sub-section (1H) of section 206C of the Act on the
same transaction. However, if, for any reason. tax has been collected by the seller unde
sub-section ([H) of section 206C of the Act. betore the buyer could deduct tax unde

section 194-Q of the Act on the same transaction. such transaction would not: b
subjected to tax deduction again by the buver. This concession is provided to runﬁw
difficulty. since tax rate of deduction and collection are same in section 1940Q and sub
section (1H) of section 206C of the Act. ' '

(Ankit Jai
Under Secretary to the Govt. of Tigh
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