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Tax Defaults- Action by the tax authorities
• TDS is the major source of collection for the tax authorities. There are stringent penal 

provisions for non deduction of TDS from specified payments. 

• In order to enhance the tax collections on year end the tax authorities for the past few 
years have been heavily using “TDS Survey” and have been successful in collecting 
tax from the tax payers. 

• In the recent past, the tax authorities have been very strict with the tax payers who 
defaulted in complying with the TDS provisions and initiated prosecution 
proceedings. The tax authorities have been successful in prosecuting the errant 
directors for not depositing TDS with the Government.

• In the last month, thousands of notices were issued by the tax authorities per 
instruction of the CBDT which created fear and agitation by genuine tax payers 

• While the battle of prosecution continues, the tax authorities have aggressively 
started TDS survey to unearth TDS defaulters and collect tax revenues. 

• The recent news speaks LOUD



Tax Defaults- Action by the tax authorities (News)
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Purpose of Survey

• To broaden the tax base by discovering new 
assesses;

• To gather information;

• Serves as evidence for detecting evasion of tax;

• To collect information on the spot from place of 
business by inspecting stock, cash, books of 
accounts and other items related to business.

• To identify the tax payer who do not comply with 
the TDS provisions and divert the tax deducted for 
business activities or any other purpose.
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Recent Trend of TDS Survey

• Central Board of Direct Taxes (CBDT) has directed the
field officers to step up survey operations to check non-
deduction of tax deducted at source (TDS) by firms and
employers, especially in cases where such payments
have dropped by more than 15% as compared to last
year.

• Field officers of the income tax department are taking a
series of steps including spot verifications, launching
prosecutions for lower deductions and closer monitoring
of payments made to foreign entities to enforce
compliance.

• The directive has been issued by the CBDT as part of its
recently issued Central Action Plan 2018-2019. A new
target of at least 30 surveys/spot verifications by each
Assessing Officer during the year has been incorporated
in this plan.
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Place and Timing of Survey
Income Tax Authority can conduct 
survey at following places:

Director’s Residence, Key 
Management Personnel or any 
place where books of accounts 

are located

Any place within area 
assigned to them

Any place occupied by any 
person in respect of whom they 

exercise jurisdiction

Any place in respect of 
which they are authorised

for survey

OtherGroup  
Company
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Timing of Survey

At which 
business or 
profession is 

carried on

Business 
Hours

Entry of Tax 
Authority for 

Survey should be 
after Sunrise but 
before Sunset.

No restriction for 
exit



 to inspect such books of account or other documents as required and which may be available at such place;

 to check or verify the cash, stock or other valuable article or thing which may be found therein;

 to place marks of identification on the books of account or other documents inspected and make or cause to be made 
extracts or copies therefrom;

 record the statement of any person which may be useful for, or relevant to, any proceeding under this Act;

 all the powers under section 131(1) of the Income Tax Act, in case any person who is required to afford facility to income tax 
authority to inspect books of account or other documents or to check or verify any cash, stock or other valuable article or 
thing or to furnish any information or to have his statement recorded either refuses or evades to do so;

 to disclose the purpose and to commence survey of the business premises, without disturbing the ongoing business and 
without dislocating the normal business;

 Director, CEO, CFOs, Finance head and head of tax are being summoned by the tax authorities and their statements are 
recorded on oath.

 to prepare and provide panchnama of copy of books of account and documents found in the course of the survey;

 to prepare a report containing details of survey and findings on the material found in the course of the survey;
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Powers and duties of Income Tax Authority for TDS Survey



TDS Survey Findings

Deciding the
“Appointed Date”
form taxation
stand point
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Payments on 
which short TDS 

deducted/TCS 
collected

Payments on 
which TDS 

deducted/ TCS 
collected but not 

deposited

Payments on 
which TDS 
deducted 

under wrong 
section

Payments made to 
foreign entity 

without withholding 
tax

Failed to give 
justification for nature 

of payment

Identifying Salary 
payments and TDS 
deducted thereon



Actions post survey

 Revenue authorities review the information and documents collected during the 
survey.

 Recording of statement of the CFO/Head of Tax/Management Personnel asking various 
questions about the business and the transactions.

 Seeking additional information and clarifications by Tax Authorities.
 Overall review of the information by the Tax Authorities and identification of 

defaults/non-compliances o the TDS front.
 Issuance of show cause notice by the Tax Authorities alleging defaults/non-

compliances and seeking to initiate penal consequences.
 Representation before the tax authorities and making submissions.
 Passing of the order by tax authorities raising tax demands and levying penalties.
 The penal consequences for non-compliance of TDS provisions are very severe. (Refer 

subsequent slide)



Penal consequences for non-compliance
Sr. No Penal Consequences Quantum Penalty
1 TDS Collection
2 201(1A) Interest i. 1% for every month or part of the month 

from the date tax was deductible till the 
date it was deducted

ii. 1.5% for every month or part of the 
month from the date tax was deducted till 
the date it was actually paid

3 Penalty u/s. 221 As directed by the AO, not exceeding the 
amount of tax in arrears.

4 Penalty u/s. 271C Amount of tax in default

5 Prosecution Punishable with rigorous imprisonment which 
shall not be less than 3 months, which may 
exceed up to 7 years.



How KPMG can assist in TDS Survey Proceedings?

Assisting in 
representation 

before income tax 
authorities during 

the course of 
survey

Assisting in filing 
submissions and 

documents on technical 
issues and 

representation before 
Tax Authority post the 
survey proceedings

Assisting in filing appeal 
before appellate 

authorities challenging 
the order of the Tax 

Authorities and other 
compliance.

Assisting in Pre 
Survey Training

Assisting in filing TDS 
returns or filing revised 

returns within the 
prescribed time limits
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Reviewing the order 
passed by the Tax 

Authorities and 
advising on the next 

course of action.
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