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Sub: Guidelines regarding Section 194R of Income Tax Act, 1961.

In reference to the above subject, Finance Act 2022 inserted a new section 194R in the Income-tax Act, 1961
from 1" April, 2022 which will take effect from 1st July, 2022 .

Some
1.

important points of the section are as follows:

The new section mandates a person, who is responsible for providing any benefit or perquisite to a
resident, to deduct tax at source @10% of the value or aggregate of value of such benefit or
perquisite, before providing such benefit or perquisite.

The benefit or perquisite may or may not be convertible into money but should arise either from carrying
out of business, or from exercising a profession, by such resident.

TDS should be deducted before providing such benefit or perquisite and no TDS is required to be
deducted in case of benefit/perks per person is not more than Rs. 20,000/ in a financial year. For
calculating Aggregate limit of Rs. 20,000/ financial year is to be considered as a whole(from 01-04-
2022 to 31-03-2023 for F.Y. 2022-23).

Such gifts, perks or benefits provided on some special occasions like festivals (Eg. Diwali sweets),
marriage occasions, etc. may not liable for tax deduction at source, as section 194R contemplates to
cover only those benefits or perquisites, which arise out of business or profession. Similarly, gifts, perks
or benefits which are not in relation to business of resident person. For eg. honorarium given to resident
as guest of honor for function or event etc. will also fall beyond the purview of sec. 194R and no TDS is
liable to be deducted on the same under this section.

GOI has issued certain clarifications in respect of the above section 194R via circular no. 12 of 2022 dated
16-06-2022. Following are some of the important pointz clarified the above circular:-

>

In case of sales discount, cash discount and rebates, no tax is required to be deducted. For example : A
seller is selling its items froin its stock in trade to a buyer. The seller offers two items free with purchase
of 10 items. In this case, No TDS is required to be deducted w/s 194R. On the other hand, free samples
are liable to tax under this section.

This section is also not applicable where benefit or perquisite is being provided to a government entity,
like government hospital, not carrying on business or profession. .

The valuation of benefit/perquisite would be based on fair market value of the benefit/perquisite excent
in following cases :

o Where the benefit/perquisite provider has purchased the benefit/perquisite before providing it to
the recipient. In that case the purchase price shall be the value of such benefit/perquisite.

o Where the benefit/perquisite provider manufactures such items given as benefit/perquisite, then
the price that it charges to its customers for such items shall be the value for such
benefit/perquisite. 4

< (Note : GST will not be included for the purposes of valuation of benefit/perquisite for

TDS under this section.) )
Any expenditure including reimbursement of out of pocket expenses, which is the liability of a person
carrying out business or profession, if met by the other person is in effect benefit/perquisite provided by
the second person to the first person in the course of business or profession. For example, Auditor’s-
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travel expenses met by the company is benefit/perquisite provided by the company to the auditor shall be
liable to TDS u/s 194R. However, no TDS is required to be deducted on such expenses that are incurred
by the recipient exclusively and wholly for rendering of services to the person reimbursing it and invoice
is also in the name of the person reimbursing it, then it shall not fall under the purview of section 194R.
For eg. Say a consultant deposits filing fees to MCA on behalf of Mr. A. The invoice too is in the name
of Mr. A. In such a case, since the filing fees is paid on behalf of Mr. A and the invoice too is in the
name of Mr. A. Hence, no TDS is required to be deducted u/s 194R.

In case where person is providing benefit in kind to a recipient, the person is required to ensure that tax
required to be deducted has been paid by the recipient. Such recipient would pay tax in the form of
advance tax. In the alternative the benefit proveder may deduct the tax under this section and pay to the
government. In the form 26Q he will need to show it as tax deducted on benefit provided.

Summary of Sec 194R

Sr. Nature of Monetary Payer (Person making Payee Rate
No. Payment Limit for payment) (Receiver)
7 Deduction _ _
‘| 194R | Benefit or Above Rs. | Any person (Other Than | Resident 10%
perquisite provided | 20,000/- Individual/HUF) And Person
in cash or Kind. Individual/ HUF having
(gifts, perks or Turnover above
benefits) Rs.1,00,00,000/- or
professional Receipts above
Rs. 50,00,000/-

Therefore, it is hereby instructed that all DDO’s should ensure compliance of the section, wherever applicable.

Encl.:

Circular No. 12 of 2022 &
Text of Section 194R

(Ranjan Kuné Srivastav)

] ] Director (Finance)
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Copy to following:-
1. PSto MD, U.P. Power Transmission Corporation Ltd., Shakti Bhawan Lucknow.

‘2.

3.

4.

3.
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PS to Director (Commerclal)/Operat10n/SLDC/Commerc1al & Planning, U.P. Power Transmission
Corporation Ltd., Shakti Bhawan Lucknow.
Chief Engineer, (TW)/(TC)/(TSE)/(TNE)/(TSC)Y/(TSW), U.P. Power Transmission Corporation Ltd.,
Meerut/Lucknow/Prayagraj/Gorakhpur/Jhansi/Agra.
Zonal Accounts Officer, (TW)/(TC)/(TSE)/(TNE)/(TSC)/(TSW), U.P. Power Transmission Corporation
L, Meerut/Lucknow/PrayagraJ/Gorakhpur/JhansVAgra.
Accounts Officer, Corporate Accounts/Head Quarter Payment/Central Payment Cell/Fund U.P. Power
Transmission Corporation Ltd., Shakti Bhawan Lucknow.
Accounts Officer, (GPF-Trust)/(CPF-Trust), U.P. Power Sector Employees Trust, Shakti Bhawan,
Lucknow.
Executive Engineer, Website, U.P. Power Transmission Corporation Ltd.. 11" floo akti Bhawan Ext.,
Lucknow for uploading on website.
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(Ranjan Kumar Srivastav)
Director (Finance)




= F | 80

" Amendment of 56. In section 194-IA of the Income-tax Act,—
section 194-1A. _ ’ _
(1) in sub-section (1), after the words “one per cent. of
such sum”, the words “or the stamp duty value of such
property, whichever is higher,” shall be inserted,;

(i1) in sub-section (2), for the words “immovable property
is”, the words “immovable property and the stamp duty value
of such property, are both,” shall be inserted;

(iii) in the Explanation, after clause (b), the following
clause shall be inserted, namely:—

‘(c) “stamp duty value” shall have the same meaning
as assigned to it in clause (f) of the Explanation to clause
(vii) of sub-section (2) of section 56.".

- Amendment of 57. In section 194-IB of the Income-tax Act, in sub-section
section 194-1B. 4y the words, figures and letters “or section 206AB” shall be
omitted.
Insertion of new 58. After section 194Q of the Income-tax Act, the following
section 194R. gection shall be inserted, namely:—
Deduction of tax - ‘194R. Any person responsible for providing to a resident,

on ‘?e_‘:"'ﬁ‘ ?l;f any benefit or perquisite, whether convertible into money or
181! ™ ¢ . .
perquisite not, arising from business or the exercise of a profession, by

respect of . o
. bus?iness o such resident, shall, before providing such benefit or
profession. perquisite, as the case may be, to such resident, ensure that tax

has been deducted in respect of such benefit or perquisite at
the rate of ten per cent. of the value or aggregate of value of
such benefit or perquisite:

Provided that in a case where the benefit or perquisite, as
the case may be, is wholly in kind or partly in cash and partly
in kind but such part in cash is not sufficient to meet the
liability of deduction of tax in respect of whole of such benefit
or perquisite, the person responsible for providing such benefit
or perquisite shall, before releasing the benefit or perquisite,
ensure that tax has been paid in respect of the benefit or
perquisite:

Provided further that the provisions of this section shall not
apply in case of a resident where the value or aggregate of
value of the benefit or perquisite provided or likely to be
provided to such resident during the financial year does not
exceed twenty thousand rupees:

Provided also that the provisions of this section shall not
apply to a person being an individual or a Hindu undivided
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Question 3. Is there any requirement to deduct tax under section 194R of the Act, when the benefit
or perquisite is in the form of capital asset? -

Answer: As has been stated in response to question no 1, there is no requiremen heck whet! :
perquisite or baneﬁt is taxable in the hands of the recipient and the section unde? whw:ii it is mm,
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person provides free ticket for an event ~
*  When a person gives medicine samples free to medical pi actitioners,




Answer: The valuation would be based on fair market value of the benefit or perquisite except i
following cases:-




 reimbursed by “X” Inms since the expense paid
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and the imrem is in the name of “X”, then the reimbursement awﬁeby‘“"x*’ bming ﬁmmﬁmmkpmf
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Question 8: If there is a dealer conference to educate the dealers about the “products of the

. expendity T dealer/business conference would not ba mdmd as
hmmﬁymamfmmepuw afsmtmﬂ éﬁ#&aftheﬁat In & case where dealer/business conference
is held with the prime object to educate dealers/customers about any 0fﬁmfeﬂmwamm‘ s

(iv) teaching sales techniques to dealers/customers
(v) addressing queries of the dealers/custome

However, such conference must not be in the nature of i incentives/benefits
who have achieved particular targets.
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Question 9: Section 194R provides that if the Mﬂmmkm kind or partly in kind (and
cash is not sufficient to meet TDS) then the persén responsible for providing such benefit or
perquisite is requived to ensure that tax required to be Mm&d has been paid in respect of the
benefit or perquisite, before releasing the benefit or perquisite. How can such person be satisfied
that tax has been deposited?




Answer: The requirement of law is that if a person is providing benefit in kind to a recipient and tax is
required to be deducted under section 194R of the Act, the person is required to ensure that tax required to
be deducted has been paid by the recipient. Such recipient would pay tax in the form of advance tax. The
tax deductor may rely on a declaration along with a copy of the advance tax payment challan provided by
the recipient confirming that the tax required to be deducted on the benefit/perquisite has been deposited.
This would be then required to be reported in TDS return along with challan number. This year Form 26Q
has included provisions for reporting such transactions.

In the alternative, as an option to remove difficulty if any, the benefit provider may deduct the tax under
section 194R of the Act and pay to the Government. The tax should be deducted after taking into account
the fact the tax paid by him as TDS is also a benefit under section 194R of the Act. In the Form 26Q he
will need to show it as tax deducted on benefit provided.

Question 10. Section 194R would come into effect from the 1* July 2022. Second proviso to sub-
section (1) of section 194R of the Act provides that the provision of this section does not apply
where the value or aggregate of value of the benefit or perquisite provided or likely to be provided
to a resident during the financial year does not exceed twenty thousand rupees. It is not clear how
this limit of twenty thousand is to be computed for the Financial Year 2022-237

Answer: It is hereby clarified that,-

(i) Since the threshold of twenty thousand rupees is with respect to the financial year, calculation of value
or aggregate of value of the benefit or perquisite triggering deduction under section 194R of the Act shall
be counted from 1™ April, 2022. Hence, if the value or aggregate value of the benefit or perquisite
provided or likely to be provided to a resident exceeds twenty thousand rupees during the financial year
2022-23 (including the period up to 30th June 2022), the provision of section 194R shall apply on any
benefit or perquisite provided on or after 1% July 2022.

(ii) The benefit or perquisite which has been provided on or before 30™ June 2022, would not be subjected
to tax deduction under section 194R of the Act. )

v
nkit Jain)
Under Secretary to the Govt. of India

Copy to:
1. PSto FM/ OSD to FM/ PS to MoS(F)/ OSD to MoS(F)
2. PPS to Secretary (Revenue)
3. Chairman, CBDT & All Members, CBDT
4. All Pr. DGsIT/ Pr. CCsIT
5. All Joint Secretaries/ CsIT/ Directors/ Deputy Secretaries/ Under Secretaries of CBDT
6. The C&AG of India
7. TheJS & Legal Adviser, Ministry of Law & Justice, New Delhi
8. CIT (M&TP), Official Spokesperson of CBDT
9. Olo Pr. DGIT (Systems) for uploading on official website,
10. JCIT (Database Cell) for uploading on www. sonli

irsofficersonline.gov.in.




