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Government of India
Ministry of Finance

Department of Revenue

Central Board of Direct Taxes

PRESS RELEASE

New Delhi, 13" May, 2020

Reduction in rate of Tax Deduction at Source (TDS) & Tax Collection at Source (TCS)

In order to provide more funds at the disposal of the taxpayers for dealing
with the economic situation arising out of COVID-19 pandemic, the rates of Tax
Deduction at Source (TDS) for the following non-salaried specified payments made
to residents has been reduced by 25% for the period from 14" May, 2020 to 31%

March, 2021:-
Section of Nature of Payment Existing Rate | Reduced rate
the Income of TDS from
S.No | -taxAct 14/05/2020
to
31/03/2021
1 193 Interest on Securities 10% 7.5%
2 194 Dividend 10% 7.5%
3 T194A Interest other than 10% 7.5%
interest on securities
194C Payment of 1% 0.75%
4 Contractors and sub- | (individual/HU | (individual/H
contractors F) UF)
2% (others) | 1.5% (others)
5 194D Insurance Commission 5% 3.75%
6 194DA Payment in respect of 5% 3.75%
life insurance policy

194EE Payments in respect of 10% 7.5%

7 deposits under National

Savings Scheme

194F Payments on account 20% 15%

8 of re-purchase of Units

by Mutual Funds or UTI
194G Commission, prize etc., 5% 3.75%

9 on sale of lottery
tickets

10 194H Commission or 5% 3.75%




brokerage

11 194-I(a) Rent for plant and 2% 1.5%
machinery
12 194-1(b) Rent for immovable 10% 7.5%
property
13 194-1A Payment for acquisition 1% 0.75%
of immovable property
14 194-1B Payment of rent by 5% 3.75%
individual or HUF
194-IC Payment for Joint 10% 7.5%
15 Development
Agreements
194J Fee for Professional or 2% (FTS, 1.5% (FTS,
Technical Services certain certain
16 (FTS), Royalty, etc. royalties, call | royalties, call
centre) centre)
10% (others) | 7.5% (others)
17 194K Payment of dividend by 10% 7.5%
Mutual Funds
T194LA Payment of 10% 7.5%
Compensation on
18 L
acquisition of
immovable property
19 194LBA(1) | Payment of income by 10% 7.5%
Business trust
194LBB(i) | Payment of income by 10% 7.5%
20
Investment fund
194LBC(1) Income by 25% 18.75%
securitisation trust | (Individual/HU | (Individual/H
21 F) UF)
30% (Others) 22.5%
(Others)
194M Payment to 5% 3.75%
29 commission, brokerage
etc. by Individual and
HUF
194-0 TDS on e-commerce 1% 0.75%
23 participants (w.e.f.

1.10.2020)




2. Further, the rate of Tax Collection at Source (TCS) for the following specified
receipts

has also been reduced by 25% for the period from 14th May, 2020 to 31°%' March,
2021:-

Section of Nature of Receipts Existing Reduced
the Rate of TCS | rate from
S.No| Income- 14/05/2020
tax Act to
31/03/2021
206C(1) |Sale of
(a) Tendu Leaves 5% 3.75%
(b)Timber obtained under a 2.5% 1.875%
forest lease
(c) timber obtained by any 2.5% 1.875%
1 other mode
(d) Any other forest produce 2.5% 1.875%
not being timber/tendu leaves
(e) scrap 1% 0.75%
(f) Minerals, being coal or 1% 0.75%
lignite or iron ore
206C(1C) | Grant of license, lease, etc. of 2% 1.5%
(a) Parking lot
2 (b) Toll Plaza 2% 1.5%
(c) Mining and quarrying 2% 1.5%
3 206C(1F) | Sale of motor vehicle above 1% 0.75%
10 lakhs
206C(1H) | Sale of any other goods 0.1% 0.75%
4 (w.e.f
01.10.2020)

3. Therefore, TDS on the amount paid or credited during the period from 14 May,
2020 to 31° March, 2021 shall be deducted at the reduced rates specified in the
table in para 1 above. Similarly, the tax on the amount received or debited during



the period from 14™ May, 2020 to 31%' March, 2021 shall be collected at the
reduced rates specified in the table in para 2 above.

4. It is further stated that there shall be no reduction in rates of TDS or TCS,
where the tax is required to be deducted or collected at higher rate due to non-
furnishing of PAN/Aadhaar. For example, if the tax is required to be deducted at
20% under section 206AA of the Income-tax Act due to non-furnishing of
PAN/Aadhaar, it shall be deducted at the rate of 20% and not at the rate of 15%.

5. Legislative amendments in this regard shall be proposed in due course.

(Surabhi Ahluwalia)
Commissioner of Income Tax
(Media & Technical Policy)
Official Spokesperson, CBDT



Micro, Small and Medium Enterprises (MSME) are a
significant engine for socio economic growth in India.
MSMEs provide largest share of employment after
agriculture and hence, development of MSME sector
can contribute enormously to development of India as a
whole. Consequently, the Micro Small Medium
Enterprises Development (MSMED) Act, 2006 seeks to
facilitate development of these enterprises, enhance
their competitiveness and provide a legal framework
for recognition of both manufacturing and service
businesses. The categorization of micro, small and
medium enterprisesis based on investmentin plant,
machinery and equipment which is now proposed to be
revised and the new criteriais based on the investment
and turnover.

Criteria Micro Small Medium
Investment <210 mn <100 mn <200 mn
Turnover <50 mn <500 mn <%1 bn

Procedure for claiming benefits:

In order to be eligible for benefits, MSME needs to
get itself registered and obtain a unique Udyog
Aadhaar Number (UAN) after establishing the unit
and starting commercial operations.

There are no foreign ownership or common ultimate
beneficial ownershiprestrictions applicable for
getting such registration.

Benefits from Government of India:

Credit Linked Capital Subsidy for Technology
Upgradation (CLCSS): This scheme provides 15%
up-front subsidy to Micro and Small Enterprises for
additional investment up to X 10 mn for induction of
well-established and improved technologiesin
specified sub-sectors/products approved under the
scheme.

Marketing Assistance Scheme: Assistancein
organising exhibitions abroad and participationin
international exhibitions/ trade fairs.

Financial assistance for quality management:
Financial assistance for implementation of Quality
Management Standards (QMS) and Quality
Technology Tools (QTT) in the MSME's selected
through expert organisations provided up to

% 250,000.

Financial Assistance for lean manufacturing
competitiveness for MSMEs: Financial assistance
for manufacturing MSE's up to 80% of cost for
implementation of lean manufacturing techniques,
primarily the cost of implementation of lean
manufacturing consultant.

ATcATAT
Atmanirbhar MSME

Financial support in ZED Certification Scheme:
Financial assistance to MSME's for assessment,
rating, re-rating, gap analysis and hand holding for
inculcating Zero Effect & Zero Defect practicesin
manufacturing processes, ensure continuous
improvement and supporting Make in India
initiative.

Funding for IPRs: Funding support in the form of
grant of Geographical Indication/Patent registration
ranging from ¥ 25,000 to X 200,000.

Mandatory public procurement: Central
Government Ministries, Departments and Public
Sector Undertakings are mandated to procure
minimum 25% of annual value of goods or services
from MSE's.

Benefits in tenders: No fees for procuring tender
document or furnishing earnest money; and, in
certain cases, price adjustment also permissible for
MSE's to the extent of 15% to match lowest bid in
tender.

Reservation of certain items for MSE's: Central
Government Ministries, Departments and Public
Sector Undertakings are mandated to procure
certain reserved items from MSE's only.

Credit Guarantee Trust Fund for Micro & Small
Enterprises (CGTMSE): By virtue of this trust fund,
collateral free loan up to a limit of T 10 mn is
available for individual MSE on payment of
guarantee fee to bank by the MSE.

Benefits from State Governments:

In addition to the benefits available by Central
Government, there are various benefits offered by each
states, in their own specific MSME Policies. lllustrative
list of such benefits can be as under:

Subsidy on amount of capital investment
Subsidy on payment of interest

Support for seed capital

Reimbursement of SGST
Reimbursement/concession of stamp duty
Reimbursement/concession of electricity bill

Reimbursement of costs incurred on employer’s
contribution of ESI and PF for generating
employment

Reimbursement of costs incurred on account of
training for skill development of employees

Support in respect of payment for any quality
control audit



Provision of one time grant for the amount incurred
in raising capital through SME Exchange

Exemption from payment of land tax
Exemption from payment of market fee

Payment within stipulated threshold: Liability of
buyers to make payment to MSME vendors within 45
days from acceptance of goods or services, otherwise
delayed payment at compounded interest, with monthly
rests, at 3 times of bank rates provided by RBI. Dispute
can be raised with the Micro and State Enterprise
Facilitation councilin each state and the council shall
resolve dispute through conciliation or seek the
reference of alternate dispute resolution institution or
centre.

COVID-19 Stimulus:

Collateral-free loans allocation of % 3 trillion. Banks
and NBFC's to provide emergency credit line up to
20% of outstanding credit <250 mn for MSME
enterprises for a tenor of 4 years witha 12 month
premium moratorium and exemption from
guarantee fees. Valid till 31 October 2020.

Fund of Funds allocation of 2 500 billion to make
equity investmentsin MSME enterprises to support
expansion of size and capacities and encourage
listing on stock exchanges.

Subordinated debt allocation of 200 billion for
stressed MSME with funding provided to promoters
for equity infusioninto the enterprise.

How EY can help?

We can help you evaluate feasibility of obtaining
benefits through a review of your current status

We can support you in obtaining necessary
registrations to claim benefits as an MSME

We can assist to identify your eligibility for
obtaining Covid-19 related stimulus financing and
the potential banks/ NBFC with whom you need to
engage

We can support you in understanding the eligibility
criteria of the banks/ NBFC and the documentation
to be completed, along with any covenants that are
being prescribed, in order to apply for Covid-19
stimulus financing

We can support you in putting together the
necessary documentationrequired and reviewing
the same before submission to the banks/ NBFC

We can prepare a checklist of reporting and
compliance obligations to be undertaken to retain
the MSME status and also for the benefits availed

We can support you in identifying and evaluating
various central and state government level
incentives that are available to the MSME sector

We can also consider the potential tax (direct and
indirect) and requlatory implications of the
incentives availed as also the Covid-19 stimulus
financing

If you are a large enterprise, then we can work
with you to provide support to your eco-system of
vendors, business customers, distributors and
trade partners

Why EY

As one of India’s leading tax advisory and compliance
firm, EY has the technical know-how, subject-matter
resources and digital platforms to quickly assist small
and mid-sized businesses in availing benefits from
central and state governments and also related to
COVID-19. EY brings the tax technical capabilities and
experience of our Regulatory and Private business
practices to assist our clients during this time of crisis.
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EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build
trust and confidence in the capital markets and in economies
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people, for our clients and for our communities.
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more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee, does not provide
services to clients. For more information about our
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