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Overview of Key Changes In
TDS and TCS Provisions

Income Tax Act, 1961 vis-a-vis the Income Tax Act, 2025

Executive Summary

In light of the newly introduced Income Tax Act, 2025, we believe it is important to keep you
informed regarding the key developments, particularly concerning the TDS and TCS
provisions, wherein the amendment have been brought into Sections, Forms and Timelines
to ensure smooth compliance with the revised Income Tax Law and associated Compliances.

The Income Tax Act, 2025 has consolidated all TDS provisions into a single framework and
made structural, procedural and interpretational changes when compared with the Income
Tax Act, 1961. The key amendments are explained below in simple terms in relation to the
TDS and TCS provisions.
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Key Proposed Changes

1. Renumbering of TDS and TCS Forms

» The transition to the Income Tax Act, 2025 brings significant changes in the renumbering of TDS and
TCS forms. While the purpose of these forms remains the same, professionals and taxpayers will
need to pay careful attention to the new numbering system. The updated forms now cover a range
of TDS and TCS reporting, including salary payments, non-salary payments, and remittances.

Old Form New Form Section Covered Description

Form 24Q Form 138 Section 392 TDS on Salaries (Quarterly Return)

Form 26Q Form 140 Section 393(1) TDS on Non-Salary Payments to Residents
Form 27Q Form 144 Section 393(2) TDS on Payments to Non-Residents

Form 27EQ Form 143 Section 394 TCS Return (Tax Collected at Source)
Form 26QB Form 141 Section 393(1) TDS on purchase of property

Form 26QC Form 141 Section 393(1) TDS on rent by Individual/ HUF

Form 13 Form 128 Section 395 Nil or Lower Deduction Certificate

TDS by Individual/ HUF for

Form 26QD From 141 Section 393(1) .
contractor/professional

Form 16 Form 130 Section 395(4) TDS Certificate for Salaries

Statement showing particulars of claims by
Form 12BB Form 124 Section 392(5)(b) employee for deduction of tax under Section
392(5)(b) of the Act.

Form 16A Form 131 Section 395(4) TDS Certificate (Non-Salary)

Form 27D Form 133 Section 395(4) TCS Certificate
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2. Foreign Remittance Compliance Update

» The Income Tax Act, 2025 introduces more detailed disclosure requirements in relation to the

compliance under foreign remittance.

While the basic principle remains the same, that is,

compliance is required where payment to a non-resident is chargeable to tax in India, the new
regime introduces more detailed disclosure requirements like the revised forms now require
additional information such as TIN, country of residence, contact details, authorised dealer details,
RBI purpose code/sub-code and TRC (Tax Residency Certificate) details.

A key practical change is that TRC-related details will now be required upfront, which means

taxpayers will need to keep treaty documents ready in advance before initiating remittances.

Updated Forms under Income Tax Act, 2025:

Old Forms (Income Tax Act, New Forms (Income Tax Act, Description

1961) 2025)

Form 15CA Form 145 Reporting forgign remittances
and tax compliance.
Chartered Accountant's

Form 15CB Form 146 certificate for taxability and TDS

Form 10F Form 41 Cert|f|'es tax residency for treaty
benefits.

Form 10FA Form 42 Apply ff)rlower Qr nil tax
deduction certificate.

Key Changes in Form 146 (New) vs. Form 15CB (Old):

Expanded remitter details: Additional information such as status, residential status, TAN, email
ID, and contact details is now required.

Enhanced remittee information: Mandatory disclosure of TIN, principal place of business, and
contact details of the non-resident.

Detailed remittance reporting: Inclusion of currency-wise amounts, authorized dealer details,
ITDREIN, and RBI purpose code/sub-code.

Standardised classification: Predefined categories for nature of remittance to ensure uniform
reporting.

Structured DTAA reporting: Detailed disclosure of TRC, applicable DTAA, relevant article, and
taxable income.

Capital gains reporting: Additional details required for capital gains transactions including
computation aspects.

Clear TDS disclosure: Explicit reporting of taxability, applicable rate, tax deducted, and net
remittance amount.

Mandatory UDIN reporting: Reporting of Unique Document Identification Number (UDIN) in Form
146 is now mandatory for validation and authentication of the certificate issued by the
Chartered Accountant.
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3. TDS on Motor Accidents Claims Tribunal (MACT) compensation interest

» Under the 1961 Act, interest on compensation awarded by the Motor Accidents Claims Tribunal
(MACT) was treated differently at the stage of credit and payment. No TDS was required at the time
of credit, but the TDS was required at the time of payment if the amount exceeded Rs. 50,000.
Under the 2025 Act, this distinction has been removed. Now, no TDS is required only if the aggregate
amount of such interest does not exceed Rs. 50,000 during the tax year. Otherwise, the provision
applies without separately distinguishing between credit and payment.

However, this creates a practical issue. The taxability of such interest still continues to be based on
actual receipt, not mere credit. Therefore, if TDS is deducted at the time of credit before the amount
is actually received, it may create a mismatch between the year of TDS deduction and the year of
taxability. This appears to be a drafting inconsistency in the 2025 Act.

Amendment introduced by Finance Act, 2026

In order to provide relief to individuals and mitigate hardship arising from accident-related
compensation, it has been proposed that:

No tax shall be deducted at source on interest on compensation awarded by the Motor Accidents
Claims Tribunal to an individual, irrespective of the amount.

4. Application of TDS on Supply of Manpower

» Under the Income Tax Act, 1961, there were discrepancies in the application of TDS rates for
contractual payments versus professional or technical services. This led to confusion regarding the
applicable TDS provisions and rates, especially for payments related to the supply of manpower.

Amendment introduced by Income Tax Act, 2025

To eliminate this ambiguity, the Income Tax Act, 2025 now includes "supply of manpower" within the
definition of "work" under Section 402(47). This clarification ensures that TDS on payments related
to the supply of manpower will be deducted at 1% or 2% under the provisions of Section 393(1),
depending on the nature of the payment, as applicable.

5. CBDT empowered to issue guidelines for the entire chapter

» Under the 1961 Act, the CBDT had power to issue guidelines for removing difficulties only under
certain specific TDS/TCS provisions.
Under the 2025 Act, a new section empowers the CBDT to issue guidelines for removing difficulties
in giving effect to the entire chapter relating to collection and recovery of tax. This is a wider power
than before.
However, one important change is that the 2025 Act does not state that such guidelines will be
binding on taxpayers or income-tax authorities. Under the 1961 Act, such binding effect was
expressly provided in certain cases. Therefore, under the 2025 Act, the legal force of such guidelines
may be weaker and more advisory in nature.
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6. Change in threshold for life insurance policy payments

» Under the 1961 Act, TDS under section 194DA applied where the payment under a life insurance
policy was Rs. 1,00,000 or more.

Under the 2025 Act, TDS applies only if the amount exceeds Rs. 1,00,000.

This means:
e under the 1961 Act, TDS applied even when the amount was exactly Rs. 1,00,000;

e under the 2025 Act, no TDS applies if the amount is exactly Rs. 1,00,000.

This is a small but important drafting change.
7. Change in threshold for National Savings Scheme (NSS) payments

» Under the 1961 Act, TDS on NSS withdrawals applied if the amount paid was Rs. 2,500 or more.
Under the 2025 Act, TDS applies only if the amount exceeds Rs. 2,500.

So, if the amount is exactly Rs. 2,500, no TDS is required under the 2025 Act, whereas it would have
applied under the 1961 Act.

8. Wider definition of “rent” for certain individuals and HUFs

» Under the 1961 Act, for the purpose of section 194-1B, “rent” meant payment for the use of land or
building or both.

Under the 2025 Act, the definition has been expanded to specifically include:

e land;
e building, including factory building; and
* land appurtenant to a building, including a factory building.

This makes the provision wider and aligns it more closely with the broader concept of rent used
elsewhere in the TDS framework. Therefore, certain rent payments that may earlier have fallen
outside section 194-IB may now be covered.

9. TDS on compulsory acquisition of immovable property

» Under the 1961 Act, TDS on compensation for compulsory acquisition of immovable property was
required only at the time of payment.

Under the 2025 Act, TDS is required at the earlier of:
e credit of the amount to the payee’s account; or
e actual payment.

This means the point of deduction has been advanced and TDS may now arise earlier than before.
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10. No higher TDS rate for return non-filers on cash withdrawals

» Under the 1961 Act, section 194N imposed stricter TDS for persons who had not filed returns:
* 2% on cash withdrawals exceeding Rs. 20 lakhs; and
* 5% on withdrawals exceeding Rs. 1 crore.

Under the 2025 Act, these special provisions have been removed. As a result, the higher TDS rates
and lower thresholds for return defaulters no longer apply.

This change appears to be aimed at reducing compliance burden on banks and other institutions,
since verifying return-filing status was practically difficult.

11. Lower or Nil deduction certificate extended to all TDS provisions

» Under the 1961 Act, lower deduction certificates were available only for specified sections.

Under the 2025 Act, this benefit has been extended to all TDS provisions under the relevant
chapter. This is a significant improvement, as taxpayers can now seek lower or nil deduction
certificates more broadly, where justified by their actual tax liability, in order to save blocking of
working capital.

12. No equivalent provision for processing statements by persons other than
deductors

» The Finance (No. 2) Act, 2024 inserted section 200A(3) in the 1961 Act to allow the Board to frame a
scheme for processing statements filed by persons other than deductors.

However, no corresponding provision appears in section 399 of the 2025 Act.
This seems to be a drafting omission in the new law.

13. TCS on motor vehicles and notified goods to be collected earlier

» Under the 1961 Act, TCS on sale of motor vehicles and certain specified goods was collected at the
time of receipt of sale consideration.

Under the 2025 Act, TCS is to be collected at the earlier of:
e debit of the amount to the buyer’s account; or
* receipt of the amount.

This advances the point of tax collection and aligns it with the general principle of collecting tax at
the earliest stage.

www.taxpertpro.com Taxpert Tax Alert Pagelb



T.XPERT

—1‘.“ IF L

14. Time limit for correction statements reduced

» Under the 1961 Act, the second proviso to section 200(3) provides that no correction statement
shall be delivered after the expiry of six years from the end of the financial year in which the
original statement is required to be delivered.

Under the 2025 Act, Section 397(3)(f) provides that a person may correct any discrepancy or update
the information furnished in the statement by delivering a correction statement within two years
from the end of the tax year in which such statement is required to be delivered.

Particulars Income Tax Act, 1961 Income Tax Act, 2025

Relevant provision Second proviso to section 200(3) Section 397(3)(f)

6 Years from the end of the financial | 2 Years from the end of the tax
year in which the original statement | year in which the statement is
is required to be delivered required to be delivered

Time limit for correction
statement

Significantly reduced

Compliance impact Wider correction window ) )
correction window

» Overall Conclusion:

The Income Tax Act, 2025 retains the core TDS/TCS framework of Income Tax Act, 1961, while
introducing a more structured, simplified and unified regime aimed at enhancing clarity and ease of
compliance. It reflects a shift towards a principle-based and delegated framework, increasing
reliance on rules and administrative guidance.

However, certain areas may still lead to practical and interpretational challenges, including timing
mismatches, absence of specific provisions from the earlier law and reduced correction timelines.

Overall, while the Act marks a significant step towards modernization, its effective implementation
will depend on timely clarifications and robust system alignment.

Disclaimer

This publication is intended for general informational purposes only and does not constitute
professional advice. It should not be relied upon as a substitute for detailed research or professional
judgement.

Taxpert Professionals shall not be responsible for any loss arising from reliance on the information
contained herein. Readers are advised to consult their Taxpert Professionals advisor for guidance on
specific matters.
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About Taxpert
Professionals

Taxpert Professionals is a multidisciplinary
advisory  firm  providing integrated
solutions in taxation, accountancy, legal,
and corporate advisory. We partner with
businesses to  navigate regulatory,
financial, and strategic challenges with
clarity, confidence, and precision.

Our approach focuses on converting
technical knowledge into practical, value-
driven outcomes. Through rigorous
research, commercial insight, and a
partner-led delivery model, we ensure
solutions that are compliant, relevant, and
aligned with our clients’ business
objectives.

Driven by our core values — Precision,
Excellence, Impact, and Integrity — we are
committed to strengthening governance,
enhancing compliance, and supporting
sustainable growth.

Taxpert Professionals remains a trusted
advisor for organizations seeking reliable,
insightful, and forward-looking advisory
support.

For more information please visit our
website www.taxpertpro.com
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