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THE TAX GAME

The TAX GAME is a journal published by Krishnan Retna
and Associates with the objective of providing concise,
reliable, and up-to-date insights on the evolving framework of
Income Tax. The journal brings together significant judicial
pronouncements, important notifications, circulars, advance
rulings, and key requlatory developments to assist
professionals, businesses, and taxpayers in understanding the
practical implications of Direct Tax law.

In a rapidly changing tax environment, staying informed is
essential for ensuring compliance and making well-informed
decisions. Through simplified analysis and structured
presentation, The TAX GAME aims to serve as a valuable
reference for readers seeking clarity on recent amendments,
interpretational issues, and emerging trends under Direct Tax.
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CHAPTER XIX COLLECTION & RECOVERY OF TAX
SECTION 393(1): FOR PAYMENTS TO RESIDENT

1.Commission or Brokerage

As per Income Tax act, 1961 As per Income Tax act, 2025
194D 393(1) SI. No. 1(i)
194H 393(1) SI. No. 1(ii)

1. 393(1) SI. No. 1(i): Insurance Commission

When any person pays commission to a resident person for procuring insurance

business (which also includes continuing, renewing, or reviving insurance
policies), they shall deduct tax (TDS), at the prescribed rate if the annual

payments cross the threshold limit, on the deduction date.

2. 393(1) SI. No. 1(ii): Commission or Brokerage
When any person, other than an Individual or a Hindu Undivided Family

(HUF), pays a resident person commission or brokerage [excluding insurance
commission covered under 393(1) SI. No. 1(i)], they shall deduct income tax

(TDS), at the prescribed rate when the annual payments cross the threshold limit,
on the deduction date.

NOTE: Individual/HUF is required to deduct TDS, when their last year

Turnover is more than Rs 1 Crore in case of business or when their Gross
Receipts is more than Rs 50 Lakhs in case of profession.

Deduction Date: Tax shall be deducted (TDS), at the earlier of:
(i) credit of the income to the resident person account, or

(i)  payment by cash, cheque, draft, or any other mode to the resident.

Threshold limit: For all the above Sections TDS shall not be applicable where
the annual amount of such payment/income, during the financial year, does
not exceed 320,000.

SECTIONS PRESCRIBED RATE

393(1) SI. No. 1(i) Individuals/HUF: 5%

If Resident is Domestic company: 10%.
If Resident has not PAN Provided: 20%
393(1) SI. No. 1(ii) 2%
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2.Rent
As per Income Tax act, 1961 As per Income Tax act, 2025
194-1B 393(1) SI. No. 2(i)
194-1 393(1) SI. No. 2(ii)

1. 393(1) SI. No. 2(i): Rent of Immovable Property
When an Individual or Hindu Undivided Family (HUF) other than those
specified in Section 393(1) SI. No. 2(ii)), and pays rent to a resident person

exceeding threshold limit during the previous year, he shall deduct income tax
(TDS) at the prescribed rate.

e In this Section TDS is required to be deducted only at the time of credit
to the resident person or actual payment of last month rent, whichever
is earlier. [Here last month of year or tenancy as the case may be]

e Where the resident person fails to furnish PAN, TDS shall be deducted
at the rate of 20%. However, such deduction (TDS) cannot exceed the

rent of last month.

2. 393(1) SL No. 2(ii): Rent of Plant, Building, Furniture & Land
When any person not being an Individual or Hindu Undivided Family (HUF),

who pays rent to a resident rent exceeding the Threshold limit , they shall deduct

income tax (TDS) on the_deduction date at the prescribed rate.

NOTE: In this Section Individual/HUF required to deduct TDS, if last year
Turnover is more than Rs 1 Crore in case of business or Gross Receipts more

than Rs 50 Lakhs in case of profession.

Deduction Date: Tax shall be deducted (TDS) at the earlier of:
(i) credit of the income to the resident person’s account, or

(i)  payment thereof by cash, cheque, draft, or any other mode to the
resident person.

Threshold Limit: For all the above Sections TDS shall not be applicable where
the amount of such payment/income, during the financial year, does not

exceed 50,000 for a month or part of a month.
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SECTIONS PRESCRIBED RATE
393(1) SI. No. 2(i) 2%
393(1) SI. No. 2(ii) (a)-2% for the use of any machinery,

plant, or equipment
(b)-10% for the use of any land, or
building or furniture

3. Payment on transfer of certain immovable property other than

agricultural land

As per Income Tax act, 1961 As per Income Tax act, 2025
194-1A 393(1) SI. No. 3(i)

194-1C 393(1) SI. No. 3(ii)

194-LA 393(1) SI. No. 3(iii)

1. 393(1) Sl. No. 3(i): Transfer of Immovable Property
When any person, being a buyer, pays [other than the person referred to in

Section 393(1) SI No.3(iii) which discusses compulsory acquisition] to a resident
seller any amount as consideration for acquiring of any immovable property,
exceeding Threshold limit, he shall deduct income tax (TDS) on the_deduction

date at the prescribed rate.

e Consideration shall also include all charges: club membership fees, car
parking fee, electricity /water facility fee, maintenance fee, advance fee
or any other similar charges incidental in acquiring of such immovable
property.

e This section shall not be applicable to an agricultural land.

Threshold Limit: TDS is applicable only if Consideration or Stamp Duty Value
is Rs 50,00,000 or more.

2. 393(1) SI. No. 3(ii): Consideration Under Joint Development agreement

When any person pays to a resident any sum by way of consideration, as per
Section 67(14), shall deduct income tax (TDS) on the_deduction date at the

prescribed rate.

e TDS applicable only for CASH/MONEY consideration under section
67(14).
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Deduction Date for Sl No.3(i) & (ii): Tax shall be deducted at the earlier of:
(i) credit of the income to the payee’s account, or

(i)  payment thereof by cash, cheque, draft, or any other mode to the
resident person

. 393(1) SI. No. 3(iii): Compensation on compulsory acquisition of Immovable

Property

When any person pays to a resident any compensation or any enhanced
compensation for compulsory acquisition of any immovable property (other
than agricultural land) under any law exceeding Threshold limit, shall deduct

income tax (TDS) on the deduction date at the prescribed rate.

Threshold Limit: TDS is only applicable if payment is more than Rs.5,00,000

Deduction Date for this Section: Tax shall be deducted only at the Time of
Payment.

SECTIONS PRESCRIBED RATE

393(1) SL. No. 3(i) 1% of -

(a)-Consideration OR
(b)-Stamp Duty Value

(whichever is higher)
393(1) SI. No. 3(ii) 10%
393(1) SI. No. 3(iii) 10%

Key Definitions

1.Resident Person

Person includes-

e Individual

e Hindu Undivided Family

e Company

e Firm

e Association of Person (AOI) or Body of Individuals (BOI)
e Local Authority

e Artificial Judicial person
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Learn it Practical...

RAJ AND SHALINI ARE BUYING LAND
FROM VENUGOPAL.

Agreed value of land: ¥60,00,000 (60 L)

RAS SHALINI [ CA HARI ] [VENUGOPALJ
(Client) (Client)

(Advisor) (Seller)
V \"4
A

We are buying this land collectively.

AGREED VALUE OF LANO: ¥80,00,000 (60 L)
CONTRIBUTION BY EACH BUYER:

RAJ - ¥30,00,000 (30 L)

SHALINI - ¥30,00,000 (30 L)

is paying only ¥30 L, does TDS
apply in this case?

E CA Hari, we have a doubt.
Since we are two buyers and each

Great question!
Let's understand
it step by step.

Let's look at the law.
Section 393(1) - of the Income-tax Act, 2025

=

Section 393(1), SI. No. 3(I):

Any person who is responsible for paying
to a resident transferor, any sum in
relation to the transfer of a capital asset,
being land or buiiding or both, of the value
or aggregate of the values exceeding
\fifty lakh rupees.

_J

So, if the consideration (value) of the land
exceeds S0 L, TDS is applicable on the
amount paid or credited to the seller.

Our case: Value is T60 L > 50 L
So, TDS appiies.

Even though the payment is shared,
TDS is decided on the TOTAL consideration,
not on each buyer’s individual share.

FT

N\
r TOTAL CONSIDERATION BUYERS' CONTRIBUTION
(Collectively)
& o
RAJ

T60L 230L
( = ;

Therefore, TDS is applicable on ¥60 L

(payable to the seller).

H What about Form 141?

Since the land is purchasedN
by two or more persons
(co-owners), we need to
give Form 141 -
"Statement to be
furnished by any
person.”

(o > =\
Form 141 - Key Points

To be furnished to
the seller.

Before or at the time
of credit/payment.
Contains detaiis of all

the co-owners and their
respective shares.

& Helps the seller claim
TDS credit correctly.

=

We (Raj & Shalini) will furnish Form 141
to Venugopal before making the payment.

SUMMARY

Land value: R60 L (> 250 L) - TDS applies.

Total consideration is considered, not
individual share.

TDS is to be deducted on Z60 L.

Form 141 is to be fumished to the seller
by any person (not limited to non-individuals)
since the property is bought by co-owners.

Happy to help!
Compliance makes
everyone stress-free.

Thank you, CA Hari!
All our doubts are clear now.

Y Note: This comic is for educational purposes only and not professional advice. Please consult your tax advisor for spocific cases.
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DISCLAIMER

The contents of this journal are intended for informational purposes only.
Readers are advised to refer to the relevant statutory provisions and seek
professional guidance before acting on any matter discussed herein. The
publishers shall not be liable for any loss arising from reliance on this journal.

Editorial Team:

e Alan Vinu
e AdithVS
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