DETAILED GUIDELINES UNDER SECTION 194R

10% TDS on Benefits and
Shares Given to Directors

Cur Bureau

Mew Delhi: Altotmend of shares tadi:
recters. providing cars to them. and 8
sronsored bisiness trip or conference
by 0 company will atiract 10% tax de-
dascted st source (TDS) (o July 1.

The Central Board of [Hrect Taxes
(CBIFT ) on Thaersday B adetalbed
e ided ine on desluet on of taxal sour
o whder Section FEE of (he Ineome
Ta At Tt meaquires deduoction of TTHS
at thee rate of W% by amy person provi.
ding any benefit or perquisiie, exces
eling RE0LOH) i a year Lo a regident.

The provision was inirodaced in the
2=t budged.

As per thee guildeiines, TDS s regained
tor b dedacted aven where benafits or
perguisives may be used by owner, di
rcton ermgdoyes of this feclplent entity
o i regabives W lso i thear indivode-
al capactty muy tot b carrying o biki
M OF eXeTCising o profission

THS will beappiicabde incaseof caga.
tal assets incheding allotment of sha
s Or cars todirectors,

Thee prowvision wikl not beappdicabd on
sales discont, cesh discaunt or rebates
efTered to costomers, bt will apply on
the selber providing seentives oitlar
tham discoand or relate, which are In
ash o Ringd. These cowld be, for insian

TAXING QUESTION

Tax deducted at
source will be
applicablein case
of capital assets including
allotment of shares or pro-
viding cars todirectors

om, can T, compoiers, gobi coin, mobale
Phiie. sponsored trip, free ticket_or me
dicine samples b meclical praciitioners

The pukdelines axempt povernment
hoapitals.

Bustness conferences will be exempl
froen TS, witha ridet that they do moi
Inchilie isure compodent aned sy
members  actompanying . participants
stay hifoceor bevond conferenoe day:

Theealeulation of value wanld be i
ken indo acopunt from April 1, the gui
iheHes said

"It % apparent that taxpayers would
e togear up e ke svstems amed t2 k-
g mechanisms for varieas rowthne
iranssctbons o identdy and withhodd
s odn sigch beaedies and perquelsines,”
sl Sudin Babnls, pariner of Bisiness
eotsuliant frm Mangls Andecssn LLP



Freebies to doctors, social media
influencers liable for TDS

P.rﬁhl'.lnlr'ﬁ

Socal media influencers wall
now be lahle for Lix Deducted
at Soume (FDE] ff they retaim
woads wach ascars, mobde hamd
be dharged ta for free samples
ol medicine or gifis recewed

COMPIrTEs.
This is part of the guidelines
for the off the

new Section [194H) i the Ine
conae Tax Ao, which will come
inta effect oo July L The Section
presiribey TEA "y 3 penon e
spansible for panviding o2 pes
klent, any henefit or perguisite,
whether  coovertible  into
moeey or not, anang frmbus
ness of the exencise of 3 profes
sian.” TS will be applicable d
the valoe of perquisites or beme:
fris swreeds L 20,000 thia year
According o 2 CHOT dreolar
ol Thursday, if a soctal media in
fluencer returme a product such
J5 A rar, mmoaile, autht, cosmed

iox, etc, to the manufactires
afier wemy it for the prarpoee of
rendenng service, then o will
not be treated a5 2 henefper
quaiste. However *if the penduct
15 re@med thewn # will be inthe
nature of beneftjpenguisie and
tax required tobe deducted.ac

roncngly under Sectiom 1988,
thecirmubar sad

Charification foe doctors
The CBOY dartfied that ifdoctar
recerve free mples of medi
rimes whie employed in 2 hos
pital. Sechon FuE would apply
o the disinbution of Eee
samples othe hospral

The hospital, 25 an cmployer,
may breat such samples a1 @x
ahle perquisites for employees
and dedea e In such cases,
the the threshold of 20000
has o be seenwath respectiothe

Hespitals will caim eemp
thon while doctors will paykaas

the perk value will be added 1o
hishersaling

The tax department provided
4 breather on sales discoemis,

cash discoumts, and rebates ak
lowed 1w cusbomers by exclud:
mg them from the pundew of
the new Section as their mehes
sion would put sellers inbo
diffscudte
However, incentives aiber
than sales discnusds, cish dis
counts, and rebates will be
civered. Alvo, Imcentives which
are in sh or lond, for exarmsiple,
cars, I's, coenpasters, gold onins,
maokele phones, sponsosed tnps,
free  oickets, and medicine
snrple to medical practition:
erswill aitact TES ThisHet ixmot
exhasastve bust ooty s iraime.
Margu Andersen (EF, wod SCen
tam particudarhy the apr
withholriing tas an
mimbursement of (FF {oul of
pocker  expenses],  bemefits
provided m ocees of recpEen
not engaged in business ar pro-
Jession, =i could open op a
hnst of pracocal Fnes”



CBDT issues norms on applicability of new TDS provision

Even capital assets given as benefit or perquisite are covered within the scope of Section 194R

NEW DELHI: The income
tax department on Thursday
issued guidelines on the appli-
cability of new TDS provision
regarding benefits received ina
business or profession and said
Lh-a! such perquisites can either

‘The Central Board of Direct
Taxes (CBDT) also said that
the payer/deductor need not
check the taxability of the sum
in the hands of the recipient,
and the nature of asset glven as
benefit or perquisite is not rel-
evant, Even capital assets given
as benefit or perquisite are cov-
ered within the scope of Sec-

ton 194K,

Also Section 194R shall
apply to seller giving incentives,
other than discount or rebate,
which are in cash “;uw g
car, TV, computers, gold coin,
muobile phone, sponsored trip,
free ticket, medicine samples to
medical practitioners,

The Budget 2022-23
brought in the provision of Tax
Deducted at Source (TDS) on
such income to check tax rev-
enue leakage.

The Budget brought in a
new section, 194K, in the |-T
Act which requires deduction
of tax at source at the rate of
10 per cent by any persomn, pro-

-

—

viding any benefit or perquisite
cxceeding Rs 20,000 in a year
1o 2 resident, arising from the
basiness or profession of such
resident,

The new provision conmes
into effect from July 1.

CBDT clarifies that in
case of doctors receiving free

of medicines while
employed in a hospital, Sec-
tion 194K would apply on dis-
tribution of free samples to the
huspital.

The hospital as an employer
may treat such samples as tax-
able perquisite for employees
and deduoct tax under Sec-
tion 192, In such cases, the

threshold of Rs.20,000 has to
be seen with respect to the
hospltal,

For doctors working as con-
sultants with a hospital and
receiving free samples, TDS
would ideally apply on hospi-
tal first, which in turn would
require to deduct tax under
Section 194K with regard to
consultant doctors. To remove
this difficulty, CBDT clari-
fies that as an alternative, the

original benefit or uisite
provider may dhuﬂ;rgcducl
tax uirder Section 194K with
regard to the consultant doc-
tor as a recipient.

Section 194K shall not

- —

apply if the benefit or perqui-
site is provided to a govern-
ment entity, like government
hospital, not carrying on bissi-
ness of profession.

The CRDT also provided
a breather on sales discount,
cash discount and rebates
allowed to customer by exclud-
ing them from the purview of
Section 194R as their inclu-
sion would put the seller into
difficulties,

Nangia Andersen LLP
Partner Sudin Sabnis said it is
theugh apparent that taxpayers
would need to gear up their sys-
tems and tracking mechanisms
for various routine transactions

—

to identify and withhold tax on
such benefits and perquisites.

“Certain as particu-
Tarly applicability of benefits
provided in cases of rectpi-
ent not engaged in business or
profession etc, could open
ahost ul'pm.cdac;l.l issues whic
taxpayers should brace them-
selves with,” he said,

AKM Global Head of Tax
Markets Yeeshu Sehgal said
the guidelines for section 1941
could prove effective in pre-
venting tax leakage as it has
tried to take in its sweep wide
and diversified nature of trans-
actions which are difficult to
envisage. Lt

- ——




