
Tds Introduction Lecture-1 short notes

Title: Introduction to TDS (Tax Deducted at Source)

1. Definition: Tax Deducted at Source (TDS) is a mechanism introduced by the Income
Tax Department of India to collect taxes at the source from where an individual's income
is generated. It ensures a steady source of revenue for the government and facilitates
tax compliance.

2. Applicability: TDS is applicable to various types of income such as salaries, interest,
rent, commission, etc., exceeding specified thresholds as per the Income Tax Act.

3. Key Entities:
● Deductor: Any person/entity who is responsible for making payments subject to

TDS. This could be an employer, a financial institution, or any individual or entity
making specified payments.

● Deductee: The recipient of income against which TDS is deducted.
● Income Tax Department: Governing body overseeing the TDS process and

ensuring compliance.
4. TDS Rates: Different types of payments attract different TDS rates as prescribed by the

Income Tax Department. These rates may vary based on the nature of income and the
applicable provisions.

5. TDS Deduction and Deposit: The deductor is required to deduct TDS at the applicable
rates from the payments made to the deductee and deposit the same with the
government within the specified time frame.

6. TDS Return Filing: Deductors are mandated to file TDS returns periodically, providing
details of TDS deducted and deposited. This facilitates transparency and accountability
in the TDS process.

7. Consequences of Non-Compliance: Failure to deduct TDS or non-payment of TDS to
the government within the stipulated time may attract penalties and legal consequences.

8. Role of PAN: Permanent Account Number (PAN) plays a crucial role in TDS
compliance, as it serves as a unique identifier for both deductors and deductees.

9. Exemptions and Thresholds: Certain incomes are exempt from TDS, and there are
specified thresholds below which TDS may not be applicable.

10. Importance of TDS: TDS ensures a steady stream of revenue for the government,
promotes tax compliance, and simplifies the tax collection process by collecting taxes at
the source itself.

Remember, TDS is a significant component of the Indian tax system, and understanding its

nuances is crucial for both individuals and entities involved in financial transactions subject to

TDS.


