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**Tax Deducted at Source (TDS) and Tax Collected at Source (TCS) Rates:  

The Indian taxation system relies on **Tax Deducted at Source (TDS)** and **Tax Collected at Source 

(TCS)** to ensure a steady revenue stream and minimize tax evasion. While TDS involves deducting tax 

from income payments (like salaries or rent), TCS requires sellers to collect tax on specific transactions 

(like luxury car sales). This guide explains the **rates, thresholds, and calculation methods** for TDS 

and TCS, supported by practical examples.   

 

**Part 1: TDS Rates and Examples**   

TDS rates vary depending on the nature of payment and the recipient’s status (e.g., PAN availability). 

Below are key TDS provisions under the Income Tax Act, 1961:   

 

**1. TDS on Salaries (Section 192)**   

- **Rate:** Based on the employee’s income tax slab under the old or new regime.   

- **Threshold:** No fixed threshold; TDS applies if taxable income exceeds ₹2.5 lakh.   

- **Example:**   

  - **Annual Salary:** ₹15,00,000 (after deductions).   

  - **Tax Calculation (Old Regime):**   

    - Up to ₹2.5 lakh: Nil   

    - ₹2.5–5 lakh: 5% of ₹2.5 lakh = ₹12,500   

    - ₹5–10 lakh: 20% of ₹5 lakh = ₹1,00,000   

    - Above ₹10 lakh: 30% of ₹5 lakh = ₹1,50,000   

  - **Total Tax:** ₹12,500 + ₹1,00,000 + ₹1,50,000 = **₹2,62,500**   

  - **Monthly TDS:** ₹2,62,500 ÷ 12 = **₹21,875** deducted monthly.   

 

**2. TDS on Interest (Section 194A)**   

- **Rate:** 10% (20% if PAN is not provided).   

- **Threshold:** ₹40,000 (₹50,000 for senior citizens).   

- **Example:**   

  - **Fixed Deposit Interest:** ₹60,000 (for a non-senior citizen).   

  - **Taxable Amount:** ₹60,000 – ₹40,000 = ₹20,000.   

  - **TDS Deducted:** 10% of ₹20,000 = **₹2,000**.   

 

**3. TDS on Contract Payments (Section 194C)**   

- **Rate:** 1% (individuals/HUF) or 2% (others).   

- **Threshold:** ₹30,000 per transaction or ₹1 lakh annually.   

- **Example:**   

  - **Payment to Contractor:** ₹1,50,000 (to a company).   

  - **TDS Deducted:** 2% of ₹1,50,000 = **₹3,000**.   

 

**4. TDS on Rent (Section 194I)**   

- **Rate:**   

  - 2% for plant/machinery rent.   

  - 10% for land/building rent.   

- **Threshold:** ₹2.4 lakh annually.   
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- **Example:**   

  - **Annual Office Rent:** ₹3,00,000.   

  - **TDS Deducted:** 10% of ₹3,00,000 = **₹30,000**.   

 

 **5. TDS on Professional Fees (Section 194J)**   

- **Rate:** 10% (2% for technical services).   

- **Threshold:** ₹30,000 annually.   

- **Example:**   

  - **Legal Fees Paid:** ₹50,000.   

  - **TDS Deducted:** 10% of ₹50,000 = **₹5,000**.   

 

**Other Key TDS Rates**   

| **Section** | **Payment Type**          | **Rate**       | **Threshold**       |   

|-------------|---------------------------|----------------|---------------------|   

| 194EE       | NSS Deposits               | 10%            | ₹2,500+             |   

| 194D        | Insurance Commission       | 5% (individual)| ₹15,000+            |   

| 194G        | Lottery Commission         | 30%            | ₹15,000+            |   

| 194N        | Cash Withdrawal            | 2% (₹1cr+), 5% (₹20cr+)| ₹1 crore+      |   

 

 **Part 2: TCS Rates and Examples**   

TCS applies to sellers of specified goods/services. Key rates under **Section 206C**:   

#### **1. TCS on Scrap (Section 206C(1))**   

- **Rate:** 1%.   

- **Threshold:** ₹2 lakh annually.   

- **Example:**   

  - **Scrap Sale Value:** ₹5,00,000.   

  - **TCS Collected:** 1% of ₹5,00,000 = **₹5,000**.   

 

**2. TCS on Luxury Cars (Section 206C(1F))**   

- **Rate:** 1%.   

- **Threshold:** ₹10 lakh per vehicle.   

- **Example:**   

  - **Car Price:** ₹15,00,000 (excluding GST).   

  - **TCS Collected:** 1% of ₹15,00,000 = **₹15,000**.   

 

**3. TCS on E-Commerce (Section 206C(1H))**   

- **Rate:** 1%.   

- **Threshold:** ₹5 lakh annually per seller.   

- **Example:**   

  - **Sales via Amazon:** ₹7,00,000.   

  - **TCS Collected:** 1% of ₹7,00,000 = **₹7,000**.   

 

 **4. TCS on Overseas Remittances (Section 206C(1G))**   

- **Rate:** 5% (20% if no PAN).   
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- **Threshold:** ₹7 lakh annually under LRS.   

- **Example:**   

  - **Foreign Tour Package:** ₹8,00,000.   

  - **TCS Collected:** 5% of ₹8,00,000 = **₹40,000**.   

 

**5. TCS on Tendu Leaves (Section 206C(1C))**   

- **Rate:** 5%.   

- **Threshold:** No threshold.   

- **Example:**   

  - **Sale Value:** ₹10,00,000.   

  - **TCS Collected:** 5% of ₹10,00,000 = **₹50,000**.   

 

**Other Key TCS Rates**   

| **Section**     | **Goods/Service**       | **Rate** | **Threshold**       |   

|------------------|-------------------------|----------|---------------------|   

| 206C(1D)         | Minerals (coal, lignite)| 1%       | ₹50,000+ per buyer  |   

| 206C(1E)         | Parking Lot Toll        | 2%       | No threshold        |   

| 206C(1I)         | Forex Remittance (non-LRS)| 5%    | ₹7 lakh+            |   

 

**Part 3: Key Differences Between TDS and TCS**   

| **Aspect**          | **TDS**                                  | **TCS**                                  |   

|----------------------|------------------------------------------|------------------------------------------|   

| **Trigger**          | Deducted from income (e.g., salary, rent). | Collected on sale of goods (e.g., cars, 

scrap). |   

| **Responsibility**   | Payer (employer, bank).                  | Seller (dealer, e-commerce platform).    |   

| **Rate Range**       | 1% (contractors) to 30% (salaries).      | 0.1% (overseas remittance) to 5% (tendu 

leaves). |   

| **Tax Credit**       | Deductee claims credit in ITR.           | Buyer claims credit against tax liability. |   

 

**Part 4: Compliance and Penalties**   

- **TDS Compliance:**   

  - Deposit by the **7th of the next month**.   

  - File quarterly returns (Form 24Q, 26Q).   

  - Issue Form 16/16A to deductees.   

- **TCS Compliance:**   

  - Deposit by the **7th of the next month**.   

  - File quarterly returns (Form 27EQ).   

  - Issue Form 27D to buyers.   

- **Penalties:**   

  - Late deduction/collection: 1% monthly interest.   

  - Late filing: ₹200/day penalty.   

 

 **Conclusion**   
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Understanding TDS and TCS rates is critical for businesses and individuals to comply with tax laws and 

avoid penalties. While TDS focuses on deducting tax from income streams, TCS targets high-value 

transactions. By applying the correct rates, adhering to thresholds, and meeting deadlines, taxpayers 

can ensure seamless compliance. For instance, a ₹15 lakh car sale triggers ₹15,000 TCS, while a ₹50,000 

professional fee payment deducts ₹5,000 as TDS. These mechanisms collectively strengthen India’s tax 

infrastructure by ensuring transparency and reducing evasion.   

 


