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CBDT issues guidelines on the applicability of TDS provisions on purchase of 
goods, on e-commerce operators and TCS provisions on certain payments 

 

Executive Summary 

The Finance Act, 2020 introduced a new provision i.e., Section 194-O in the Income-tax Act 1961 (the Act) with 
effect from 1 October 2020 which provides that an ecommerce operator shall deduct tax at the rate of 1 per cent 
of the gross amount of sale of goods or provision of service or both, facilitated through its digital or electronic 
facility or platform.  

Further, Section 206C(1H) was introduced with effect from 1 October 2020, where a seller receiving an amount as 
consideration for sale of any goods of the value or aggregate of such value exceeding INR 50 lakh in any 
previous year shall collect tax from the buyer a sum equal to 0.1 per cent.  

Subsequently, the Finance Act, 2021 introduced new set of provisions [Section 194Q in the Act] with effect from 1 
July 2021. Section 194Q is applicable to any buyer who is responsible for paying any sum to any resident seller 
for the purchase of any goods of value exceeding INR 50 lakh. The buyer, at the time of credit of such sum to the 
account of the seller or at the time of payment, whichever is earlier, is required to deduct an amount equal to 0.1 
per cent of such sum exceeding INR 50 lakh. 

From time to time, Central Board of Direct Taxes (CBDT) has been issuing guidelines1 to remove difficulties 
arising from the application of Section 194-O, Section 206C(1H) and Section 194Q. 

On 25 November 2021, CBDT has issued further guidelines2 to remove difficulties under the provisions of 
Sections 194-O, 194Q and 206C(1H) of the Act. The guidelines are summarised as follows: 

Transaction/issue Clarification 

E-auction services 
carried out through 
electronic portal 

 

The provisions of Section 194-O shall not apply in relation to e-auction activities 
carried out by e-auctioneers if all the following specified conditions are satisfied: 

• The e-auctioneer conducts e-auction services for its clients in its electronic 
portal and is responsible for the price discovery only which is reported to the 
client. 

• The price  so discovered  through  e-auction process is not necessarily the 
price at which the transaction takes place and it is up to the discretion of the 
client to accept the price or to directly negotiate with the counter-party. 

• The transaction of purchase/sale takes place directly between the buyer  and 
the seller party outside the electronic portal maintained by the e-auctioneer and 
price discovery only acts as the starting point for negotiation and conclusion of 
purchase/sale. 

• The e-auctioneer is not responsible for facilitating the purchase and sale of 
goods for which eauction was conducted on its electronic portal except to the 
extent of price discovery. 

• Payments for the transaction are carried out directly between the buyer and 

 
1 CBDT Circular No. 17/2020, dated 29 September 2020 and CBDT Circular No. 13/2021, dated 30 June 2021 
2 CBDT Circular No. 20/2021, dated 25 November 2021 
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the seller outside the electronic portal and the e-auctioneer does not have any 
information about the quantum and the schedule of payment which is decided 
mutually by the client and the counterparty. 

• For payment made to e-auctioneer for providing e-auction services, the client 
deducts tax under the relevant provisions of the Act other than Section 194-O. 

This clarification shall not apply if any of the above conditions is not satisfied. 
Further, it is clarified that the buyer and the seller would still be liable to 
deduct/collect tax as per the provisions of Section 194Q and 206C(1H). 

Adjustment of various 
indirect tax levies other 
than GST 

In the case of purchase of goods which are not covered within the purview of 
GST3, when tax is deducted at the time of credit of amount in the account of seller 
and in terms of the agreement or contract between the buyer and the seller, the 
component of VAT/Sales tax/ excise duty/CST, has been indicated separately in 
the invoice, then the tax is to be deducted under Section 194Q on the amount 
credited without including such VAT/excise duty/sales tax/CST.  

However, if the tax is to be deducted on payment basis, if it is earlier than the 
credit, the tax is to be deducted on the whole amount as it will not be possible to 
identify the payment with VAT/Excise duty/Sales tax/CST component to be 
invoiced in the future.  

Further, in case of purchase returns, the clarification with respect to ‘purchase 
returns’ provided in earlier guidelines under Circular 13/20214 shall also apply to 
purchase return relating to non-GST products liable to VAT/excise duty/sales tax/ 
CST etc. 

Applicability of Section 
194Q in cases where 
exemption has been 
provided under Section 
206C(1A)  

 

It is seen that the provisions of Section 194Q does not apply in respect to those 
transactions where tax is collectible under Section 206C [except sub-section (1H) 
thereof].   

Since by virtue of sub-section (1A)5 of Section 206C, the tax is not required to be 
collected for goods covered under Section 206C(1), it has been clarified that in 
such cases, the provisions of Section 194Q will apply and the buyer shall be liable 
to deduct tax under the said section if the conditions specified therein are fulfilled. 

Applicability of the 
provisions of Section 
194Q in case of 
department of 
Government not being a 
public sector 
undertaking or 
corporation 

 

In case of any Department of the Government  which is not carrying out any 
business or commercial  activity, the primary requirement for being considered as 
a buyer will not be fulfilled. Accordingly, such an organisation will not be 
considered as ‘buyer’ for the purposes of Section 194Q and will not be liable to 
deduct tax on the goods so purchased by them. However, if the said department 
is carrying on a  business/commercial  activity,  the  provision  of  Section  194Q  
shall  apply  subject  to  the fulfillment of other conditions. 

Further for the purposes of Section 194Q, Central Government or State 
Government shall not be considered as ‘seller’ and no tax is to be deducted by 
the buyer, in cases where any Department of Central or State Government are 
seller of goods. 

Any other person, such as a Public Sector Undertaking or corporation established 
under Central or State Act or any  other such  body, authority or entity shall be 
required to comply  with  the  provisions  of  Section 194Q,  and  tax  shall  be  
deducted accordingly. 

 

 

 

 
3 Clarity with respect to GST has already been provided under Circular 13 of 2021  
4 The tax is required to be deducted at the time of payment or credit, whichever is earlier. Thus, before purchase return happens, the tax must have already been 
deducted under Section 194Q on that purchase. If that is the case and against this purchase return the money is refunded by the seller, then this tax deducted 
may be adjusted against the next purchase against the same seller. However, no adjustment is required if the purchase return is replaced by the goods by the 
seller as in that case the purchase on which tax was deducted under Section 194Q has been completed with goods replaced. 
5 No collection of tax shall be made in the case of a buyer, who is resident in India, if such buyer furnishes to the person responsible for collecting tax, a 
declaration in writing to the effect that the goods referred in Section 206C(1) are to be utilised for the purposes of manufacturing, processing or producing articles 
or things or for the purposes of generation of power and not for trading purposes. 
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Our comments 

The guidelines issued by CBDT is a welcome move and it is in continuation of government’s effort to provide 
clarity on specific issues raised by various stakeholders.  

CBDT has clarified on practical difficulties faced by e-auctioneers while complying with the TDS provisions under 
Section 194-O. Relief provided under the guidelines is subject to specified conditions. Taxpayers should consider 
such conditions strictly to avail the benefit of the clarification provided in the guidelines. 

The clarification on non-applicability of TDS on VAT/Sales tax/ excise duty/CST will provide relief to deductors. 
However, such exemption is not available to seller while collecting TCS on sales. 

These guidelines provide much-needed clarity on various issues. However, certain issues are still open and will 
require clarifications from CBDT like TDS on reimbursement of expenditure, stock transfer from one branch to 
another branch, definition of ‘goods’, etc. 

 

 



 

 

 

 

 

 

Noida 

Unit No. 501, 5th Floor, 

Advant Navis Business Park, 

Tower-A, Plot# 7, Sector 142,  

Expressway Noida,  

Gautam Budh Nagar,  

Noida – 201 305. 

Tel: +91 0120 386 8000 

 

Pune 

9th floor, Business Plaza,  

Westin Hotel Campus, 36/3-B,  

Koregaon Park Annex,  

Mundhwa Road, Ghorpadi,  

Pune – 411 001. 

Tel: +91 20 6747 7000  

 

Vadodara  

Ocean Building, 303, 3rd Floor,  

Beside Center Square Mall,  

Opp. Vadodara Central Mall,  

Dr. Vikram Sarabhai Marg,  

Vadodara – 390 023. 

Tel: +91 265 619 4200 

 

Vijayawada 

Door No. 54-15-18E,  

Sai Odyssey, 

Gurunanak Nagar Road, NH 5, 

Opp. Executive Club, Vijayawada, 

Krishna District, 

Andhra Pradesh – 520 008. 

Tel: +91 0866 669 1000 

 

 

Ahmedabad 

Commerce House V, 9th Floor,  

902, Near Vodafone House, Corporate 

Road, 

Prahlad Nagar, 

Ahmedabad – 380 051. 

Tel: +91 79 4040 2200 

 

Bengaluru 

Embassy Golf Links Business Park,  

Pebble Beach, ‘B’ Block,  

1st & 2nd Floor,  

Off Intermediate Ring Road, Bengaluru – 

560071 

Tel:  +91 80 6833 5000 

 

Chandigarh 

SCO 22-23 (1st Floor),  

Sector 8C, Madhya Marg,  

Chandigarh – 160 009. 

Tel: +91 172 664 4000  

 

Chennai 

KRM Towers, Ground Floor,  

1, 2 & 3 Floor, Harrington Road, 

Chetpet, Chennai – 600 031. 

Tel: +91 44 3914 5000  

 

Gurugram 

Building No.10, 8th Floor, 

DLF Cyber City, Phase II, 

Gurugram, Haryana – 122 002. 

Tel: +91 124 307 4000 

 

 

 

 

Hyderabad 

Salarpuria Knowledge City,  

6th Floor, Unit 3, Phase III,  

Sy No. 83/1, Plot No 2, Serilingampally 

Mandal,  

Ranga Reddy District,  

Hyderabad – 500 081. 

Tel: +91 40 6111 6000 

 

Jaipur  

Regus Radiant Centre Pvt Ltd., 

Level 6, Jaipur Centre Mall, 

B2 By pass Tonk Road, 

Jaipur – 302 018. 

Tel: +91 141 - 7103224 

 

Kochi 

Syama Business Centre,  

3rd Floor, NH By Pass Road,  

Vytilla, Kochi – 682 019.  

Tel: +91 484 302 5600  

 

Kolkata 

Unit No. 604,  

6th Floor, Tower – 1,  

Godrej Waterside,  

Sector – V, Salt Lake,  

Kolkata – 700 091.  

Tel: +91 33 4403 4000  

 

Mumbai 

2nd Floor, Block T2 (B Wing), 

Lodha Excellus, Apollo Mills 

Compound, N M Joshi Marg, 

Mahalaxmi, Mumbai- 400011  

Tel: +91 22 3989 6000 
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