PRACTICAL ACCOUNTS AND TAXATION

Tax Deducted at Source (TDS) and Tax Collected at Source (TCS) Payment Process:

The TDS and TCS mechanisms ensure timely tax collection by mandating deduction/collection at the
source of income or transaction. While TDS is deducted by the payer (e.g., employer, tenant), TCS is
collected by the seller (e.g., e-commerce platform, car dealer). This guide explains the payment process
for TDS and TCS, including due dates, compliance steps, and practical examples.

Part 1: TDS Payment Process
Step 1: Deduct TDS
- When? At the time of payment or credit (whichever is earlier).

- Rate & Threshold: Use rates prescribed under the Income Tax Act (e.g., 10% on contractor payments
over X30,000).

- Example:
- Payment to Contractor: X1,00,000.
- TDS Deducted: 1% of X1,00,000 = X1,000.
- Net Payment: X99,000.
Step 2: Obtain TAN
- Requirement: The deductor must have a Tax Deduction Account Number (TAN).
Step 3: Deposit TDS to Government
- Mode: Online via the NSDL e-payment portal using Challan 281.
- Due Date: By the 7th of the following month (e.g., TDS for May must be paid by June 7).
- Late Payment Interest: 1.5% per month if delayed.
Example:
- TDS Deducted in May 2024: X50,000.
- Payment Deadline: June 7, 2024.
- Challan Details:
- Type of Payment: TDS/TCS.
- Assessment Year: 2024-25.
- Nature of Payment: Salary (0021), Contractor (194C), etc.
Step 4: File Quarterly TDS Returns
- Forms:

- Form 24Q: For salaries.
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- Form 26Q: For non-salary payments.
- Form 27Q: For payments to NRIs.
- Due Dates:
- Q1 (April-June): July 31.
- Q2 (July—Sept): October 31.
- Q3 (Oct—Dec): January 31.
- Q4 (Jan—March): May 31.
Example:
- Q1 TDS Return (Form 24Q): Filed by July 31, 2024.
Step 5: Issue TDS Certificates
- Form 16: For salaried employees (by June 15).
- Form 16A: For non-salary deductees (within 15 days of return filing).
Part 2: TCS Payment Process
Step 1: Collect TCS

- When? At the time of sale.

- Rate & Threshold: E.g., 1% on e-commerce sales over X5 lakh annually.

- Example:
- Sale of Scrap: X3,00,000.
- TCS Collected: 1% of X3,00,000 = X3,000.
- Total Receivable: X3,03,000.
Step 2: Obtain TAN
- Requirement: The seller must have a TAN to collect TCS.
Step 3: Deposit TCS to Government
- Mode: Online via Challan 281 under "TCS" category.
- Due Date: By the 7th of the following month (similar to TDS).
Example:
- TCS Collected in March 2024: X20,000.

- Payment Deadline: April 7, 2024.
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Step 4: File Quarterly TCS Returns
- Form 27EQ: Filed quarterly, detailing TCS collected.
- Due Dates:
-Q1:July 15.
- Q2: October 15.
- Q3: January 15.
- Q4: May 15.
Example:
- Q4 TCS Return (Form 27EQ): Filed by May 15, 2024.
Step 5: Issue TCS Certificates
- Form 27D: Issued to buyers within 15 days of filing Form 27EQ.
Part 3: Examples of TDS and TCS Payment Process
Example 1: TDS on Rent Payment
Scenario: A company pays %3,00,000 monthly rent for office space.
1. Deduction:
- TDS Rate: 10% (Section 194l).
- TDS Deducted: 10% of X3,00,000 = X30,000.
- Net Payment: X2,70,000.

2. Deposit:

- Amount: 30,000 deposited via Challan 281 by July 7 (for June rent).

3. Return Filing:
- Form 26Q filed by October 31 for Q2 (July—Sept).
4. Certificate Issued:
- Form 16A shared with the landlord.
Example 2: TCS on E-Commerce Sales
Scenario: An Amazon seller generates %6,00,000 in sales in Q1.
1. Collection:
- TCS Rate: 1% (Section 206C(1H)).

- TCS Collected: 1% of X6,00,000 = 6,000.
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- Total Receivable: X6,06,000.
2. Deposit:

- Amount: 6,000 deposited via Challan 281 by July 7.
3. Return Filing:

- Form 27EQ filed by July 15 for Q1.
4. Certificate Issued:

- Form 27D issued to the e-commerce platform.

Part 4: Key Differences in TDS and TCS Payment Processes

| Aspect | TDS | TCS

| | | |

| Trigger | Deducted from payments (income). | Collected on sale of goods/services. |
| Responsibility | Payer (e.g., employer). | Seller (e.g., dealer). |

| Challan | Challan 281 (TDS category). | Challan 281 (TCS category). |

| Forms | 24Q, 26Q, 27Q. | 27EQ. |

| Certificates | Form 16/16A. | Form 27D. |

Part 5: Compliance and Penalties
Common Mistakes to Avoid
- Late Deduction/Collection: Attracts 1% monthly interest.
- Incorrect PAN: Deduct TCS at 20% if buyer’s PAN is missing.
- Mismatched Returns: File revised returns to correct errors.
Penalties
- Late Payment: 1.5% interest per month on overdue tax.
- Non-Filing of Returns: X200/day penalty until filed.
- Non-Issuance of Certificates: X500/day penalty (max X1 lakh).
Part 6: Digital Tools for Compliance
1. Income Tax Portal:
- Track TDS/TCS credits via Form 26AS.
- Verify challan status (BSR code, challan number).

2. Annual Information Statement (AIS):
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- Consolidated view of TDS/TCS transactions.
3. Deductor /Collector Portals:

- File returns, generate certificates, and view payment history.
Conclusion

The TDS and TCS payment processes ensure systematic tax collection by distributing responsibility across
payers and sellers. For TDS, timely deduction, deposit by the 7th of the next month, and quarterly return
filing (e.g., Form 24Q) are critical. For TCS, accurate collection during sales, deposit via Challan 281, and
Form 27EQ filing are mandatory. Examples like deducting 230,000 TDS on rent or collecting 6,000 TCS on
e-commerce sales illustrate practical compliance. Leveraging digital tools like Form 26AS and avoiding
penalties through adherence to deadlines help businesses maintain seamless compliance with India’s tax
regulations.
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