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Budget 2024 — What's New? Amendment
regarding TDS and TCS provisions

TDS and TCS are widely used by the Government
as a mechanism to collect taxes as and when
transactions occur. This serves twofold purposes:
On the one hand, taxes are recovered on a
real-time basis as and when transactions occur,

and on the other hand, it helps in tracking a
person's various income streams. m Q
Budget 2024 has brought some key changes to O

rules relating to tax deductions at source (TDS)

and tax collection at source (TCS). The new norms

are directed towards easing compliance provisions

for businesses and aiming to ease the procedure

of tax payments by taxpayers.
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Amendments to TDS provisions

Payment of insurance Payment in respect of life Commission etc. on sale

commission (in case of
person other than company)

Section 194D
Present TDS Rate: 5% §

insurance policy

Section 194DA
Present TDS Rate: 5% §

of lottery tickets

Section 194G

w.e.f.: 1 October 2024: 2%

Payment of commission
or brokerage

Section 194H
Present TDS Rate: 5% ¥
w.e.f.: 1 October 2024: 2%

=

TDS on payment of certain sums by the
e-commerce operator to the e-commerce
participant

Currently, TDS is required to be done by an
e-commerce operator while making payments to an
e-commerce participant on the sale of goods at 1%.
Sale or purchase of goods otherwise than on an
e-commerce platform attracts TDS at 0.1% under
Section 194Q. To align TDS on online sale of goods
with physical sale/purchase of goods, it is proposed
to reduce the TDS rate required by an e-commerce
operator while making payments to an e-commerce
participant to 0.1%.

Payment of rent by
certain individuals or HUF

Section 194IB
Present TDS Rate: 5% ¥
w.e.f.: 1 October 2024: 2%

Payment of certain sums |
by certain individuals or HUF &

.l Section 194M
Present TDS Rate: 5% ¥
w.e.f.: 1 October 2024: 2%

TDS on payment of salary, remuneration,
interest, bonus, or commission by
partnership firm to partners

Presently, there is no provision for tax deduction at
the source (TDS) on payment of salary,
remuneration, interest, bonus, or commission to
partners by the partnership firm. Budget 2024 has
proposed to insert a new TDS Section 194T for
payments to the partners by the partnership firm on
aggregate amounts of more than INR 20,000 in the
financial year. The applicable TDS rate will be 10%

The provisions of Section 194T of the Act will
take effect from the 1 April 2025.
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Amendment of provisions of TDS on sale
of immovable property

Any person buying immovable property other than
agricultural land from a resident should, at the time
of credit or payment of such sum to the resident,
deduct an amount equal to 1% of the sum or the
stamp duty value of such property, whichever is
higher.

No deduction is required where the consideration

and the stamp duty value are less than INR 5 million.

A tax position was adopted such that the term
consideration mentioned in the section refers to
each buyer’'s payment rather than the total
consideration paid for the immovable property. No
TDS was done if such individual payments were less
than INR 5 million.

It has now been clarified that consideration refers to
the total aggregate consideration for the property. If
the same exceeds INR 5 million, TDS shall apply.

The amendments will take effect on 1 October
2024.

Excluding sums paid under Section 194J
from Section 194C

It is clarified that any sum covered under the
provisions of Section 194J — TDS on payment for
professional fees and fees for technical services are

excluded from Section 194C — TDS on Payments to
contractors.

The amendment will take effect from 1 October
2024.

Amendments to TCS provisions

TCS under sub-section (1F) of
Section 206C on notified goods

A seller of a motor vehicle on sale of motor vehicle
exceeding INR 1 million is required to collect from
the buyer a sum equal to 1% of the sale
consideration. However, it has been observed that
people with high net worth have increased
expenditure on luxury goods. For proper tracking of
such expenses and to widen and deepen the tax net,
it is proposed to levy TCS on any other goods of
value exceeding INR 1 million, as may be notified by
the Central Government on this behalf. Such goods
would be luxury goods.

The amendment will take effect from 1 January
2025.

Ease in claiming credit for TCS
collected/TDS deducted by salaried
employees

Section 192 of the Act provides for tax deduction at
source on salary income.

Last year, the Government expanded the scope of
TCS on many transactions, including LRS, tour
packages, etc. TCS was not considered a tax credit
while computing the TDS on salary income and was
claimed as a tax refund in the income tax return.
This also resulted in cash flow issues for individuals.

To avoid cash flow issues for the employees,
the budget has proposed considering TCS while
computing the TDS liability under salary itself.

Claiming credit for TCS of minor in the
hands of parents

It has been proposed that the TCS of the minor shall
only be allowed where the income of the minor is
being clubbed with the parent.

The amendment will take effect from the
1 January 2025.
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Procedural amendments

Alignment of interest rates for late
payment to Government account of TCS

In case of late deduction of TDS, interest at the rate
of 1% per month is levied, and in case of late
payment/deposit of TDS to the Government, a higher
interest rate of 1.5% is applicable.

However, it was noted that the rate of interest
applicable for late collection/late deposit of TCS is
not aligned with provisions of late deduction/
deposit of TDS. Thus, to align the rate of simple
interest charged on failure to pay to the Government
account after collection of tax, it is proposed to
specify that simple interest for non-payment of tax
collected at source to the Government account is to
be increased from 1% to 1.5% for every month or
part thereof on the amount of such tax from the date
on which such tax was collected to the date on
which such tax is actually paid.

The amendment will take effect from the 1 April
2025.

Extending the scope for lower deduction/
collection certificate of tax at source

There are instances where taxpayers incur losses,

and due to tax deducted under Section 194Q of the
Act, their funds are blocked. Moreover, the tax
deducted has to be refunded in such cases. It is also
stated that there is additional compliance as a seller
liable for TCS needs to verify whether the buyer has
deducted tax or not.

Therefore, to facilitate ease of doing business, it is
proposed that a lower deduction certificate/
certificate for collection of taxes relating to TDS on
the purchase of goods and TCS on the sale of goods
may be obtained.

The amendments will take effect from the
1 October 2024.

Time limit to revise TDS returns and TDS
assessments

There was no time limit specified to revise TDS
returns earlier. It is proposed that TDS returns may
now be revised with six years.

Likewise, it is proposed that TDS assessment under
Section 201 shall be made within six years.

These proposed amendments are welcome as they
give more clarity and certainty to assessments.

Visit our Union Budget 2024 website
for more insights
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About Nexdigm

Nexdigm is an employee-owned, privately held, independent global
organization that helps companies across geographies meet the
needs of a dynamic business environment. Our focus on problem-
solving, supported by our multifunctional expertise enables us to
provide customized solutions for our clients.

We provide integrated, digitally driven solutions encompassing
Business and Professional Services, that help companies navigate
challenges across all stages of their life-cycle. Through our direct
operations in the USA, Poland, UAE, and India, we serve a diverse
range of clients, spanning multinationals, listed companies,
privately-owned companies, and family-owned businesses from
over 50 countries.

Our multidisciplinary teams serve a wide range of industries, with a
specific focus on healthcare, food processing, and banking and
financial services. Over the last decade, we have built and leveraged
capabilities across key global markets to provide transnational
support to numerous clients.

USA Canada Poland UAE

www.nexdigm.com

Follow us on

inQERXN > N §

From inception, our founders have propagated a culture that values
professional standards and personalized service. An emphasis on
collaboration and ethical conduct drives us to serve our clients with
integrity while delivering high quality, innovative results. We act as
partners to our clients, and take a proactive stance in understanding
their needs and constraints, to provide integrated solutions. Quality at
Nexdigm is of utmost importance, and we are ISO/IEC 27001 certified
for information security and ISO 9001 certified for quality
management.

We have been recognized over the years by global organizations, like
the International Accounting Bulletin and Euro Money Publications,
World Commerce and Contracting, Everest Group Peak Matrix®
Assessment 2022, for Procurement Outsourcing (PO) and Finance
and Accounting Outsourcing (FAO), ISG Provider Lens™ Quadrant
2023 for Procurement BPO and Transformation Services and Global
Sourcing Association (GSA) UK.

Nexdigm resonates with our plunge into a new paradigm of business;
it is our commitment to Think Next.

India Hong Kong Japan

Reach out to us at ThinkNext@nexdigm.com

Listen to our
podcasts on all
major platforms
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