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Disclaimer

This presentation has been prepared for
academic use only for sharing knowledge
on the subject. Though every effort has
been made to avoid errors or omissions
in this presentation yet any error or
omission may creep in.

It is suggested that to avoid any doubt
the user should cross check the
correctness of text, contents and the law
with the original documents and to dispel
confusion should seek professional
help/opinion.
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Social Audit.
• Member of Taxation Audit Quality Review Board 
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fellow professionals.
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How to deal 
with TDS 
demand 
notices?



Sample demand intimations



Actions points

1. First check if demand is of NSDL era or 
generated by TDS CPC

2. In case of NSDL period demand, file a 
dummy correction. This will trigger re-
processing by TDS CPC.

3. Apply for and obtain Justification Report 
for each return and quarter from TRACES.

4. Carefully identify each demand from JR. 
Some may require correction and some may 
require deposit of tax/interest.

5. Quite possible, amount is already deposited 
but due to error in return, challan is not 
adjusted. 



Actions points

6. Each demand requires separate action and 
needs to be handled patiently.  

7. Corrections could be on account of 
a) Rate correction
b) PAN correction 
c) Adjustment
d) Incorrect LDC certificate numbers. 
e) Amount of payment correction
f) Flag corrections etc

8. Sometimes corrections have be carried out 
in multiple stages.

9. If you are unable to find old records, then a 
nil TDS statement for one of the current 
quarters may be filed and based on that 
DSC may be registered on TRACES



Actions points

10.Using DSC, Consol files/JR for any quarter 
can be obtained and using the same 
correction may be filed. 

11. Challans can be added in statement using 
online correction only. 

12. Incorrect challans entered in statement can 
be replaced with correct challans in online 
correction only.

13. However adjustment of amount within 
minor heads can be done online or offline 
both. 

14.Online corrections does not allow you to 
reduce amount of payment or tax. Only 
possible through offline. 



Actions points

15. Online corrections does not allow you to 
enter 
a) Date of payment beyond FY for 24Q
b) Date of deduction beyond FY for all statements. 
c) Date of credit prior to respective quarter (with in 

FY) in 26Q/27Q
d) These can be done through offline correction 

however

16.Only certain corrections like challan 
corrections can be done without DSC, online. 
For rest, you need DSC for online 
corrections. 

17.In some unforeseen circumstances, appeal 
and writ route may also be explored.



Case study



Case study



Case study



Case study

• In 19 days we 
managed to reduce 
demand to Nil.

• In 1 case it took us 9 
months to get 
demand to Zero 
from Rs. 1.5 cr, 
which involved 
more that 80 
statements for 
multiple years, 
quarters and type. 

• Correction needs 
time and patience!!
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Common 
Issues and 
resolutions



Multiple Authorised Signatories

How to resolve this?

TRACES can 
accommodate 

only one 
Authorised 
Signatory

Mr. B is 
authorised for 
Salary returns

Mr. A is 
authorised for 

Non-Salary 
returns`



Old Demand + Correction 

Will it be possible for the 
deductor to settle the old 

demands by paying taxes and 
interest without any obligation 
to compulsorily file correction 

statement?



Minor amount demands

• Immaterial short-deductions of say Rs. 5 (or 
less than 10)  because of rounding off.

• Unless tax is deposited and correction return 
is filed, these demands can not be removed

Solution:
a. Immaterial demands may be ignored
b. Demand for interest can be removed by AO, 

on application
c. Other demands can be removed only 

through corrections



Proviso to Section 201(1)

•24Q filed with a deduction of 
Rs. 50,000 as tax of employee

•Tax Deductible as per law: Rs. 
55,000

•Employee has filed already filed 
his return u/s 139



Solution -

1. Deductor to raise online 26A request for 
each such PAN of short-deduction. This 
request will be pushed to e-filing portal.

2. Deductor to identify and authorise
practicing CA to certify annexure A (steps 
similar to add CA for audit report etc.) on 
normal e-filing portal.

3. Online certification by CA on e-filing portal.
4. Digitally signed 27A pushed back to TRACEs.
5. Short-deduction deleted and late deduction 

interest demand generated.
6. Deposit challan and adjust demand.



Interest adjustment issues

Problem : Demand of interest for X amount

Case 1: I had suo-moto deposited interest 
before filing return and even 
considered challan in my TDS return

Case 2: I immediately deposited interest but 
demand still not deleted OR 

Now, do I need to intimate AO or file 
correction return to get demand 
adjusted?

Case 3: I want to deposit interest but have 
no clue regarding section head



Demand u/s 221

Problem:  
• Demand of interest for X amount was raised 

by TRACE on 01-04-2014
• Interest was deposited on 05-05-2014
• Correction return filed on 25-05-2014 and 

processed on 05-06-2014
• Fresh demand of section 221 raised

Should I deposit this demand?



TAN mixed up in challans

• A company has two TANS for location A and 
Location B.

• By mistake tax of TAN A, deposited in TAN B.

How to resolve this problem?



Challan inter field issues

• Actual liability: Tax – 50000, Interest – 2000
• In Challan: Tax – 51000, Interest – 1000

➢How do I use 2000 as Interest in return? 
➢Should I deposit 1000 again?
➢Do I need to get challan corrected?



Correct challan presentation

Challan details:
Field In 

Actual Challan
To be reported

in return
Remarks

Serial No. XX

Section XXX XXX Put any – no relevance

Income Tax 51,000 50,000

Amount entered in actual challan has no relevance. 

Amount entered in respective challan field of TDS 
return will only be considered and processed as if it 

is the value to be assigned to a particular field.

Fee u/s 234E

Surcharge

Education Cess

Interest 1,000 2,000 

Penalty

Other Amount Paid

Total 52,000 52,000 Total of actual challan and in return should 
always match, else mismatch may occur

TDS Interest 
Amount

2,000 Amount entered here can not exceed amount of 
Interest entered above

TDS Other Amount



PAN corrected. Demand not deleted

• Deductee’ correct PAN: AXKPB3856J
• PAN mentioned in original return: AYPPB3365I. 

Demand raised since PAN was invalid.
• Correction statement filed. 
• I am able to generate form 16A on correct PAN but 

demand still not deleted.

Is it a system error? How to overcome this 
problem?



Understanding system logic

Character no: 1 2 3 4 5 6 7 8 9 10 Total

PAN before correction A Y P P B 3 3 6 5 I

PAN after correction A X K P B 3 8 5 6 J

         

Change? N Y Y N N N Y Y Y Y

Change score for Alphabets 1 1 1 3

Change score for Numerics 1 1 1 3



Date of credit v/s date of deduction in salary

• Date of credit of salary to director: 
31/03/2018 (FY 2017-2018). No TDS was 
deducted at the time of credit u/s 192.

• Date of actual payment of salary as well as 
TDS: 02/06/2018

➢Which assessment year to be mentioned on
challan?
➢In which return this deduction should be 

disclosed and how?



Can I use challan next year?

• AY 2018-2019 – Tax deposited u/s 192 – 10 
Lacs. Used in 24Q: 6 Lacs

• Tax for other returns already deposited, thus 
excess tax paid this year: 4 lacs u/s 192

➢Should I file refund to get back excess tax 
deposited?
➢Can I use it in next FY? 
➢Can I use it against non-salary TDS liability 

in next year?



Challan related issues

Q: After using challan in various quarters 
as well return type, I am still left with 
some “unconsumed” amount in challan of 
FY 2017-2018. Is it possible to “consume” 
this “unconsumed” amount in FY 2018-
2019?

A: Yes. You may use challan of FY 2017-2018 
like this:

a. FY 2016-17 (Challan year -1)
b. FY 2017-18 (Challan year)
c. FY 2018-19 (Challan year +1)

 Any further excess can only be refunded!



Challan related issues

Q: Can I knock off “Company” deductee 
against challan with “non-company” code?
A: Yes. Company deductee and non-company 
deductees codes in challan are used only for 
statistical purposes!

Q: While depositing TDS in bank,  by mistake 
entered minor code 400 instead of 200 in 
challan. Can I use this challan to discharge 
my regular liability?
A: Yes. Simply select 400 in challan detail, while 
preparing your return and use like normal 
challan.



Challan related issues

Q: Is it possible to use one challan in 
multiple quarters?
A: Yes

Q: Can I use challan deposited for section 
194C to discharge liability for section 194J 
(within same return type)?
A: Yes

Q: By mistake, I entered FY 2010-11 instead 
of 2020-21, in the challan. Can I get it 
corrected?
A: Yes, it’s possible, provided date of actual 
deposit is not earlier than FY 2020-21.



Q: Can I use challan deposited for non-
salary (Say sec. 195) to discharge liability 
for Salary (sect. 192) (i.e in different 
return type)?

A: Yes. From FY 2013-2014 onwards, challan 
section head has no relevance. One challan can 
be used in multiple types of returns 
(26Q/27Q/27EQ/24Q). 

You may suggest your client to deposit only 
single challan for a particular month for regular 
TDS liability.

Challan related issues



Section 197 certificate demand

• Certificate u/s 197 issued for 5 lac value @ 1% 
u/s 194J

• Total amount paid 5,60,000 @ 1%. 
• Demand for Rs. 5400/- raised - deposited 

with interest.

How to prepare correction return to close 
this demand?







Thanks for your 
time!



Contact us

921, Tower Astralis
Supernova, Sector 94
Expressway, Noida 201303, UP
T: +91 (120) 432 8552
M: +91 9810 575 565
E: support-ncr@daksm.com
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