FSIA E-circular dt April 22, 2007

Dear Friends,
Some good TDS information for you.

1. TDS on Rent - pls note , it includes the Rent on Machines, Furniture
a. It came out from a query from a FSIA member recently, --- whether | can do some
tax planning on the TDS front, by bisecting the rent into 2 parts — rent on
Building/Flat and the rent on the furnishings.
b. It was interesting to advise that now the Income Tax definition of Rent includes the
rents on furnishings, whether in one single contract, or in multiple
c. Let us see the “legal language of the Act”.

[Section 194-1 of the Income Tax Act. (law as amended in year 2006 )
Explanation .For the purposes of this section,
[(1) Rent means any payment, by whatever name called, under any lease, sub-lease, tenancy or any other
agreement or arrangement for the use of (either separately or together) any,

(a) land; or

(b) building (including factory building); or

(c) land appurtenant to a building (including factory building); or

(d) machinery; or

(e) plant; or

(f) equipment; or

(g) furniture; or

(h) fittings,

whether or not any or all of the above are owned by the payee;]

.. Thus, the rent for the fittings etc are RENT and
1) you have to deduct TDS on them as TDS-Rent and not as TDS-Contractor.
2) You cannot dissect the Rent into two parts , to avoid the TDS
3) Example .
a. Dealis for Rs. 16000 p.m. for factory shed.
b. Landlord asks the Rent-Factory be fixed at Rs. 9500 p.m., and balance Rs. 6500
p.m. be made as Rent-Machines, or Rent-Furniture etc. He thinks that this way, the
TDS-Rent will be nil, since it is lower than the Rs.120000 p.a. ceiling, and there will
be a TDS of 2% on this 6500 p.m. only.
c. Isheright? NO. Heis 100% wrong.




d. The Income Tax law on this matter, was recently amended in October 2006.
e. As per the law, irrespective whether you break them into two contracts or not, your
rental is over Rs. 120000 p.a. ceiling and you have to deduct the TDS.

2. The New TDS certificates Formats
a. Form 16 for TDS - Salary has changed ( copy attached )
b. Form 16-A for TDS-all other varieties like contractor, professional,
interest etc has changed ( copy attached )
c. Form 27-D for TCS has changed ( copy attached)

3. New TDS Rates are ( for Financial Yr 2007-08 )
TDS Rent — Land and Buildings

Basic rate|Surcharge| Cess Total
Individuals/HUF
Less than 10 lac 15.00 0.45 15.45
more than 10 lac 15.00 1.50 0.50 17.00
Firm/Company

Basic rate|Surcharge Cess Total
Less than 1 Cr 20.00 0.60 20.60
more than 1 Cr 20.00 2.00 0.66 22.66

TDS Rent — Furniture, Plant and Machinery / Cars etc ( April-May 07 )

Basic rate|Surcharge Cess Total
10% 3%
Individuals/HUF
Less than 10 lac 15.00 0.45 15.45
more than 10 lac 15.00 1.50 0.50 17.00
Firm/Company
Basic rate|Surcharge Cess Total
10% 3%
Less than 1 Cr 20.00 0.60 20.60
more than 1 Cr 20.00 2.00 0.66 22.66

TDS Rent — Furniture, Plant & Machinery / Cars etc ( Jun 07 — Mar 08 )

Basic rate|Surcharge| Cess| Total|
Individuals/HUF
Less than 10 lac 10.00 0.30 10.30
more than 10 lac 10.00 1.00 0.33 11.33
Firm/Company
Less than 1 Cr 10.00 0.30 10.30
more than 1 Cr 10.00 1.00 0.33 11.33




a. So, all of you have to charge this new rate of TDS on future TDS deductions.
b. Change your ERP software to charge the new Rate of TDS / TCS

For queries, suggestions and feedback , you can e-mail us at :

Sangeet Kumar Gupta

FCA, ICWA, PGDMM, B.Com(Hons)

Honorary Consultant,

Faridabad Small Industries Association
93126-08426

groupmlg@eth.net

Camp Off : 63, Sector-15, Faridabad

FSIA Off: FSIA Park, Opp. Plot No.23,
Sector- 24,Faridabad- 121005

Subscription

Please send your details, and request e-mail to groupmlg@eth.net

for Discontinuation of this E-mail

To discontinue receipt of e-mails from the author, please reply mentioning "Discontinue" in the Subject.

Notes & disclaimer

For private circulation. Intended for recipient only. This is only for personal information of the members. Based on information &
interpretations available as on April 22, 2007 Please contact your Consultant / Chartered Accountant / counsel for his final opinion, if
deemed fit.
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Advt. : Many Successful businesses are controlling their Business operations, Accounts, Purchase, Sales, Complaints, Collections,

Taxation, Production, ISO-9000/ ISO-14001 and TS-16949 systems on the Finsys ERP packages © MLG Infotech P Ltd 1992-2007.
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! i, Screen to Record Movement of DAK To Your Company & 5[

Dak Received {'In-Bound" Messages) Entry No. |DDDDD1 Date |22,m;200?

i This Screen is to be used to record DAK, Couriers, Faxes, Phone
Calls, visits, fram and to the company , this helps in maintaining the
communication Chain and helps in better cantrol.

DAK From LI IMARUTI UDYOG LIMITED

DAK Thru (Post i Faxi Courieri Hand Dely) |HAND DELIVERY

DAK Topic f Subject ISAMPLE-SPARK PLUG FOR BALENO-NEW MOD

Send Message About this Dak to ﬂuuuu&t |ANURAG

If this data is regularly, fed, the internally generated Log Books, g | ]
reports , MIS etc are immensely valuable in some cases. i = x
Hew Edit Save | Delete | Cancel
ERP User’s
Continous Monitoring 6 New Events(s)! Click To See !

Finsys Live 1 :(22/0407) 0 Purchase Orders Made , 0 Sales Orders Made
The fantastic feature of this module is that all the inward and outward mails ( & also faxes, phones, visits,
samples, anything connected to any customer can be recorded in the ERP. Later it will help getting Log book,
- track of communication and various kinds of MIS Reports from the same.
i, Finsys ERP User's Messaging System

x|
Finsys ERP User's Messaging System Close This Screen , Start ERP |
This Screenis to be used to Send and Receive ERP-Wide Mails
Inbox {Incoming Messages) 1 | | Qutbox {Outgoing Messages) 1 |
From | Subject | Date Hew Messagel Msg No. l—
MLG1 {Dak Received From MARUTI L 22/04/2007 10:58:41

To 10

|
Dak Received From MARUTI UDYOG LIMITEDDO Thru HAMD DELIYO OTopic Sample-Spark Plug For Baleno-new maodsl

From ANURAG Seriiessage | 2

| Press Del to Mark the Message as "Seen™

And further, if this DAK / Courier etc is received at the reception, and this information fed into the
ERP, then, its Short Message is also e-mailed to the intended recipient .( via the internal ERP Mail )

For Trade Enquiries contact : Puneet Gupta 93500-18744, Dinesh Verma 9313136494, Deepak Sharma 9312359961 -
MLG Infotech Pvt Ltd — the company that can give you both the full ERP and also modules, according to your need. ...
And it helps ingrain the ERP functionalities in your company.



