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Tax Deduction at Source (TDS)

Section 51 of CGST Act provides for deduction of tax (GST) at source. Government has
notified October 1, 2018 as the date for implementing the provisions relating to
deduction of tax at source (TDS) under GST law. [Notification No. 50/2018- Central Tax,
dated 13-09-2018].

Following persons are required to deduct TDS:

A department or establishment of the Central / State Government;
Local authority;
Governmental agencies;
An authority or a board or any other body -
e set up by an Act of Parliament or a State Legislature; or
* established by any Government

with 51% or more participation by way of equity or control, to carry out any
function

Society established by Central or State Government or a Local Authority under the
Societies Registration Act, 1860;

Public sector undertakings (PSUs)
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Tax Deduction at Source (TDS) (Cont.)

 The provisions relating to TDS would not be attracted in the following cases-
— where total value of supply, under a contract, does not exceed INR 2,50,000/- or

— where the location of the supplier and the place of supply are in a State or Union
territory which is different from the State or Union territory of registration of the
recipient

 Rate of TDS : TDS is to be deducted at the rate of 1% [i.e. 2% for CGST+SGST/UTGST]
from the payment made or credited to the supplier, to be calculated on the value of
supply excluding CGST, CGST/UTGST, IGST and Cess indicated in the invoice.

e Registration : TDS deductors, whether or not separately registered, are required to
compulsorily register under GST law irrespective of registration threshold limit. All
DDOs in Government, who are performing the role as deductor, have to register with
the common portal (GST portal).

 TDS Deposit & Return : TDS is to be deposited and a return in Form GSTR -7 is to be
filed within 10 days after the end of the month in which such deduction is made.
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Tax Deduction at Source (TDS) (Cont.)

* Supplier/Deductee would be made available a TDS certificate in Form GSTR-7A (made
electronically available), within 5 days of crediting the amount so deducted to
Government, mentioning therein:

— contract value

— rate of deduction

— amount deducted

— amount paid to the Government

— Such other particulars in such manner as may be prescribed

e Credit in electronic cash ledger of supplier/deductee: The tax deducted and reflected in
the return of the deductor furnished in the Form GSTR 7 shall be credited to the
electronic cash ledger of the supplier.

e Auto Population of Data: The details furnished by the deductor in Form GSTR-7 shall be
made available electronically to the supplier in Part C of Form GSTR-2A and Form-GSTR-
4A on the common portal.
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Collection of Tax at Source (TCS)

Section 52 of CGST Act provides for collection of tax at source (TCS). Government
has notified October 1, 2018 as the date for implementing the tax collected at
source (TCS) provisions under GST law. [Notification No. 51/2018- Central Tax,
dated 13-09-2018].

Every electronic commerce operator (“operator”), not being an agent, shall collect
TCS in respect of taxable supplies made through it by other suppliers where the
consideration with respect to such supplies is collected by the operator.

Rate of TCS: TCS is to be collected by the operator at the rate of 1% of the ‘net value
of taxable supplies’ of the goods/services supplied through its electronic commerce
platform. [Notification Nos. 52/2018-Central Tax & 2/2018-Integrated Tax, both
dated 20-9-2018]

Registration: Every operator is compulsorily required to get registered irrespective
of registration threshold limit. As per CGST (Amendment) Act, 2018, compulsory
registration is applicable to only those operators who are required to collect TCS
[Amendment yet to be notified].
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Collection of Tax at Source (TCS) (Cont.)

e TCS Deposit & Return : TCS is to be deposited and a return in Form GSTR-8 is to be
furnished within 10 days after the end of the month in which such collection is
made.

An Annual statement in Form GSTR-9B is also required to be filed by the 31st of
December following the end of every financial year.

e Credit in electronic cash ledger of Supplier: The tax collected by the operator shall
be credited to the electronic cash ledger of the supplier who has supplied the
goods/services through the operator.

 Matching of details of supplies : The details of supplies furnished by the operator
shall be matched with the corresponding details of outward supplies furnished by
concerned supplier in his returns.

In case of discrepancy in the value of supplies, both of them will be informed. If the
same is not rectified, then such amount would be added to the output tax liability
of such supplier and differential amount of output tax along with interest will be
payable.
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