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MOSLURGENT

No.10O1-01/20O9lToxotion/BSNL/742 Doted:4rh Morch 2011

To,

Heods of All Telecom Circles / Metro Districts'

sub: Applicobility of TDS on discount scheme of the BSNL Soles ond Distribution

Po | i cy?ao6u /s |g4Hof the IncomeToxAc t -196 t .

Ref: 1. This office letter no.lool -ot/2oog,/Toxation/BsNL/219 doted 27.o4'2010'

2. This office letter no.1001 -o1/2009/Toxotion/BsNL/261 doted t7.O5.20rO'

As per BSNL C.O. letter no.27-2L/04-Mtkg. Dated t3.12.20A7 various clauses of BSNL

sares and Distr ibution poricy 2006 have been amended. According to this amendment, for sel l ing

of cash cards e.g. recharge coupons, ITC cards etc' shown in Annexure-C of the Policy' the

franchisee is not acting as an agent and rather the transaction is on a principal to principal basis'

lncome tax authority of different circles l ike Rajasthan' Chennai '  AP' UP(W)'

Uttarakhand, Kolkata Telephone etc. have issued show cause notices regarding non-recovery of

TDS on discount al leging that discount al lowed by BSNL is actually commission in nature and

therefore Tax should have been deducted at source as per provisions of section 194H of the lT

act on the entire amount whatever nomenclature given to i t  cit ing the judgments of ITAT

cochin, Kolkata and Delhi High court. The circles have already been instructed to f i le necessary

appeals to the competent authority against such notices/orders received by them' The same

may be pursued and progress be int imated to this off ice'

The issued was reviewed in the 50th and 81"'t  meeting of the Management

Committee of the Board. The decision of the competent authority in the matter is as fol lows:

t. BSNL may change the terms and condit ion of the sales and Distr ibution Policy

2006 so as the nature of transaction is commission based' BSNL may revert to

the earl ier terms and condit ions of sales and Distr ibution Policy exist ing prior to

t3-12-20A7 as regards commission'
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Z.  BSNL may deduct  TDS a t  app l i cab le  ra te  under  sec  L94H on commiss ion  earned

by the  f ranch isee fo r  purchase o f  a l l  BSNL produc ts '

3 .  As  a  consequence to  change o f  na ture  o f  the  t ransac t ions  be tween BSNL and i t s

f ranch isees ,  serv ice  tax  w i l l  be  app l icab le  on  the  commiss ion  pa id  to  f ranch isees

under  ca tegory  o f  bus iness  aux i l ia ry  serv ices .  By  v i  r tue  o f  th is ,  f ranch isees  are

ent i t led  to  ra ise  serv ice  tax  on  BSNL wh ich  BSNL may c la im as  Cenvat  Cred i t .

ln  v iew o f  above you are  reques ted  to  deduc t  TDS a t  app l i cab le  ra te  under  sec t ion

194H fo r  f ranch isees  as  Per  above.

Th is  i ssues  w i th  the  approva l  o f  competent  au thor i ty '
. t )

/ \ .-t 'r-
-  

f '  t '  ' - iH
(Smita choudiiiry)

GM(Taxation)

Copy to :

1.  Sr.GM(S&M-CM)/Sr.GM(S&M-CFA/Sr.GM(5&M-EN) for information and n/a .

2.  GM(F-CM)/GM(F-CFA)/GM(F-EnI.)  for information and n/a .

3.  GM(CA),C.O.,BSB,BSNL,C.O.,New Delhi  for issue of Account ing instruct ions .


