Advisory for Deductors

1 Deductors deduct tax at lower rate on payment/credit to deductee on production
of certificate duly issued by assessing officers under section 197. Deductors quote such
certificate number in quarterly TDS statement. Instances of huge default of ‘Short
Deduction’ have been observed due to wrong quoting of 197 certificate number. The
scenario of wrong 197 certificate generally arises when the deductor accepts from
deductee a manually issued lower deduction certificate by assessing officer & quotes

~ the same in TDS statements.

2, CPC(TDS) has provided the facility of validating the 197 certificate to the

deductors on www.tdscpce.gov.in (TRACES). This enables a deductor to first validate the

197 certificates given to him by their deductees and then furnish the same in the
TDS/TCS statement.

3. If the 197 certificate is not valid as per TRACES validation, the deductor should
always insist upon an ITD system generated certificate having a unique 10 digit alpha

numeric number. This would minimize the generation of default of “Short Deduction due
to 197 certificate”.

4. This also applies to certificates issued under section 195(2) & 195(3) by LTU &

international taxation officers.

b, Instruction to field authorities to issue only system generated certificate were
issued vide instruction No. 36 through F.No. SW/TDS/2/2/08-DIT(S)-1I[Vol.ll] dated July
15" 2009 ( copy enclosed).
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To,

All The Commissioner of Income-tax (TDS)
All The Commissioner of Income-tax (Computer Operations)

Sir/Madam,

Subject: New functionality in the TDS software for issuing certificates for
no deduction/collection of tax or deduction/collection of tax at
lower rates under section 197/206C of the Income-tax Act.

Issue of TDS/TCS Certificates

1.1. Sections 197/206C of the Income-tax Act provide for issue of certificates for
no deduction/collection of tax or for deduction/collection of tax at lower
rates by Assessing Officers. At present, such certificates are being issued
manually. : )

12. With a view to ensure that no deduction/collection of tax or
deduction/ collection of tax at lower rate is made by the deductor only on
the basis of a certificate issued by the Assessing Officer and also to verify
the lower rate authorized by the Assessing Officer, a new functionality has
been provided in the TDS module of the ITD application for issue of
TDS/TCS certificates under section 197/206C(9).

1.3. Functionality has also been provided to cancel the certificates issued,

1.4. Privilege to issue the certificates/cancellation has been given to the
ITO(TDS) as mentioned in Notification No. 224 dated 10-08-2007.

1.5. An All India Unique Certificate Number will be generated and printed on
the certificate issued. This number would be unique across RCCs and
would be validated at the time of processing of the TDS/TCS returns for

verifying the rate at which tax was authorized to be deducted/collected at
source,
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1.6. Further, since the Finance (No. 2) Bill, 2009 proposes to make quoting of
PAN mandatory for issue of TDS/TCS certificates under section
197/206C(9), the software has been modified to make the field of PAN of
applicant mandatory.

1.7. In view of the emphasis on tracking of such certificate it is suggested that
" manual issue of such certificates could be discontinued and only
certificates issued as per the prescribed procedure be taken cognizance of.

. Screen shots and directions to invoke the above functionality are enclosed for

ready reference.

- The new functionality may be brought to the notice of all the TDS Assessing

Officers and all the Assessing Officers advising them to take cognizance of
certificate issued through the system.

You‘?aithfully

=j/ﬂ ANA e -
{ Ravi Agrawal)

Director of Income Tax (Systems)-11

Enclosures: As above
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Annexure of TDS Instruction No. 36
falssue of certificates for no deduction/collection or deduction/collection
at lower rates

MENU for Certificates=> TDS /TCS Certificates [u/s 197/206C(9)]

B TDS Lower/No Deduction
B TCS Lower/No Collection
B Report On TDS / TCS Certificate Issued
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. Welcome to the Income Tax Application éystems,

Click the appropriate menu aption for working on the application...
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This form provide the facility to generate the certificate for deduction of tax at
source, User will have to center all the information, save the data and generate the
certificate : : : g

.

FASECHANORS PATEL

Basind) i
v

HTTARVAL A AFSH AMRALT

T e
Malage. i

* | Comaunicaten
fefeeracin. 1
Raamnar

oyt offee

FiaDge fFaasae s oo
Hlch . [PORRTE TERRA

T ks i is concelied by me.

Assossing Officar




Sty

S

For cancellation of certificate: ~ Click on “Cancel” button. A window will be
displayed. Enter the date of cancellation and save the details. Press “Print
Certificate” to print the Cancel Certificate
B :
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