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ABSTRACT

The Indian government's 2020 budget established a
new Direct Tax system to better assist people and
streamline tax filing procedures. Considering a wide
range of possible outcomes makes it evident that both
tax systems have advantages and disadvantages. The
changes made do not really simplify things for Indian
taxpayers. New workers, those with lower starting
salaries, and the financially strapped will all benefit
greatly from the new tax system.

Investing in someone to lower their tax burden is part
of the old tax system. However, everyone should
remember that your investment and insurance
coverage should not be determined by the tax regime
you select. Any form of investment should be
motivated by achieving your life goals and
safeguarding your future and that of your family.
Keywords: Previous Tax System, New Taxation
System, Taxpaying person

l. BACKGROUND

Despite this, there is significant evidence to
suggest that income taxes were levied even in
prehistoric and ancient communities, which runs
counter to the widespread notion that such taxes are
a product of modern society. Despite the widespread
prevalence of this misunderstanding, this is, in fact,
the situation. The word "tax" comes from the word
"taxation,” which means "estimation." The word
"tax™ comes from that word.

The word "tax" did not come into use until
the 1600s. Transactions involving commodities and
cattle were subject to arbitrary charges, and the
earnings from these levies were collected at sporadic
intervals. Approximately two thousand years ago,
Caesar Augustus issued an edict that mandated the
collection of taxes across the entirety of the known
globe. Greece, Germany, and the Roman Empire all
had tax systems, some of which were based on

occupations, and others of which were based on the
amount of income earned. Greece's tax system was
based on occupations. Since time immemorial, the
Monarch is legally entitled to a portion of the money
collected through taxes.

In the year 1188, people of Northern
England were required to pay taxes on both their
fixed and movable assets. The name "Saladin™ is one
example of a name that falls under this category.
Indirect taxes, often known as "Ancient Customs,"”
such as charges on wool, leather, and hides were
instituted later to complement these taxes. For a very
long time, historians believed that ancient China was
the country where these levies first appeared. A vast
variety of COMMODITIES and WORKING
POSITIONS were subject to a plethora of different
levies and taxes so that the government could meet its
objective of paying its civic and military
expenditures. This was done not just to ensure the
safety of the populace, but also to meet their day-to-
day requirements, such as maintaining and repairing
the roads, maintaining, and enforcing the law, and
meeting the requirements of other governmental
services.

Section 115BAC of the Finance Act of 2020
establishes a system in which taxpayers (including
individuals and HUFs) can elect to pay income tax at
preferential rates. Revenue in the future will be
recorded using the new method, which will be
adopted from the start of the fiscal year commencing
on April 1, 2020.

1. INTRODUCTION
Taxation is often referred to as the "cost of
living in a society." The government pays for the
general welfare of society by collecting monetary
contributions in the form of taxes. The whole tax
burden is divided into two categories: taxation that is
direct and taxation that is indirect.
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DIRECT TAXES:

A "direct tax" is one that is placed on an individual and occurs when that person's income or property is
immediately subject to taxation. There is no way that the duty for paying a direct tax can be passed from the
person who paid the tax to the person who received a refund. One such example is the tax that is placed on one's

income.

SOURCE OF INCOME

CAPITAL

L ASSETS -|

INCOME FROM SALARY

When discussing one's taxable income to the
government, the term "Salary" can apply to a much
wider variety of forms of remuneration than is often
understood. In accordance with the provisions of the
Income Tax Act of 1961, the term "salary" will be

T incoME |

I~ wcomE |

FROM FROM
HOUSE BUSINESS OR
l_PROPERTY_' EROFESSIOE'

*

r INCOME -l

FROM OTHER

I_ SOURCE -|

construed to encompass both monetary and non-
monetary advantages.

The clauses that are relevant to the subject of
"Salaries" can be found in Sections 15, 16, and 17 of
Income.
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INCROME FROM HOUSE PROPERTY

The first step in calculating income under the
"Income from House Property" heading is to
determine the annual value of the property. Section
23 provides an in-depth explanation of both the
notion of yearly value as well as its calculation.

The provisions of the Income Tax Code that are
connected to "House Property" can be found in
Sections 22-27 of that code.

INCOME FROM BUSINESS OR PROFESSION

Income and earnings from any business,
profession, or trade carried on by the assessee or on
his behalf throughout the taxable year fall under this
heading and must be reported and taxed accordingly.
The assessee is subject to the same tax rate regardless
of whether they worked in the trade, business, or
profession themselves.

Specifically, Section 2(13) states that
"business" "includes any trade, commerce, or
manufacture or any adventure or concern in the
nature of trade, commerce, or manufacture."

There is no formal definition of "Profession™
in the Act itself. Employment options that require
some sort of university degree. The term "vocation"
is also included in the definition of "profession™ in
subsection (236).

Between Sections 28 and 44 of the Internal
Revenue Code are what are collectively referred to as
the "Profit and Gain from Business or Profession"
provisions.

INCOME FROM CAPITAL ASSETS

Each year, the 'Capital Gains' area of our income tax
return will include any profits or gains we made from
selling a capital asset. We must report any gains made
from the sale of an asset as income in the year that the
transaction takes place. There are two phrases that
will help people remember this pricing scheme. We
can also use the terms "transfer" and "capital asset”
to express what has happened here.

We will help to figure out which parts of sections 45
through 55 of your tax return pertain to the "Capital
Gain" category.

OTHER SOURCE INCOME

Any income, earnings, or gains that are part
of the assesse's total income but do not fall under any
of the other income heads are taxed under the heading
"Income from other source.” This is known as the
"residuary head of income,” and it includes all
taxable income, earnings, and gains that do not fall
into any of the other categories. Sections 56 through
59 explain what happens to the amount we earn when
we add "Income from Other Sources" to our total,

which is beneficial when money comes in from a
source that does not fall under any of the other
categories.

Total tax collection from Income Tax for the FY
2022-23:

According to initial data on Direct Tax
collections, it is anticipated that net revenues for the
Financial Year (FY) 2022-23 will total 16.61 lakh
crore, representing a 17.63% increase from the figure
of 14.12 lakh crore recorded for the FY 2021-22. The
information that is presented here applies to the
financial year 2022-2023.

In the Revised Estimates (RE), it was
projected that the Union Budget will receive 16.50
lakh crore from direct taxation in the fiscal year
2022-2023. Prior to this adjustment, the Union
Budget Direct Tax Revenue Budget Estimates (BE)
were calculated to be 14.20 million crores.
Provisional Direct Tax receipts (after refunds) have
exceeded the BE by 16.97%, and they have also
exceeded the RE by 0.69%.

The direct tax income for the fiscal year
2022-2023 is predicted to be 19.68 lakh crore, which
is an increase of 20.33 percent when compared to the
gross collection projections for the fiscal year 2021-
2022, which were 16.36 lakh crore.

It is anticipated that the gross revenue from
taxes on corporations will amount to 10,04,118 crores
during the fiscal year 2022/23. This is an increase of
16.91% when compared to the total amount of
8,58,849 crore collected in gross corporation taxes
during the previous year's fiscal year.

The provisional gross collection of Personal
Income Tax for the fiscal year 2022-2023 is
calculated to be 9,60,764 crores, which includes the
STT. As a result of the fact that the total revenue
collected from the Personal Income Tax the year
before was 7,73,389 crores, which represents an
increase of 24.23 percent.

INDIRECT TAX:

An indirect tax is one that is built into the retail price
of a product or service. The Goods and Services Tax
(GST) and customs duty are two common instances
of indirect taxes. The person who shifts the tax's
incidence onto someone else is the one who must
ultimately foot the bill.

Total Tax Collection in GST

In the month of March 2023, a total of
1,60,122 crore was collected as revenue from GST;
this was broken down as follows: 29.546 crore was
collected as CGST, 37.314 crore was collected as
SGST, 82.907 crore was collected as IGST (including
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42.503 crore collected on goods imported), and
10.355 crore was collected as cess (including 960
crores collected on goods imported). Gross GST
collection has surpassed Rs. 1.5 lakh crore for the
fourth financial year in a row, making this year's
amount the second highest since the implementation
of the GST. The amount of IGST that was collected
this month was the highest ever recorded.

The normal settlement between CGST and
IGST is 33,408 crores, and the normal settlement
between CGST and SGST is 28,187 crores. Both
amounts are in Indian Rupees. After accounting for
the impact of IGST, the total revenue from CGST and
SGST for the month of March 2023 is calculated to
be $62,954 crore for the Central government and
$65,501 crore for the state governments.

The total amount of money made from the
GST in March 2023 is 13% higher than it was in the
same month in 2022. In the current month, there was
an increase of 8% in revenues generated from product

imports and 14% in revenues generated from
domestic transactions, which includes revenues
generated from imports of services. The biggest
number of tax returns ever filed was turned in during
the month of March in 2023. Since February, 93.2%
more statements of invoices have been filed (in
GSTR-1), and 91.4% more returns have been
submitted (in GSTR-3B), when compared to the
same month in the previous year. This trend is
expected to continue through March 2023.

OBJECTIVE

° To evaluate the previous and current tax
system

. To conduct an analysis of the possible
consequences that the optional tax regime for the
upcoming assessment year

. To educate individual taxpayers about the
recently introduced about the optional tax regime

RUPEE COMES FROM

Rupee Comes From

15%

A

4%
2% o L
B Non-Tax Receipt
Customs

Corporation Tax

&Borrowing and Other Liabilities

B Non-Debt Capital receipts

Goods and Services Tax & Other

Union Excise Duty
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LEVY OF INCOME - TAX

According to Section 4 of the Income Tax Act of
1961, a person's yearly taxable income must exceed
a certain threshold for them to be required to make an
annual tax payment.

People can be either an individual or a group, such as
a Hindu Undivided Family (HUF), Association of
Persons (AOP), Body of Individuals (BOI), Firm, or
Company.

INCOME AND TAX OBLIGATION

Step 1: Establishing Your Residential Status

Step 2: Categorizing Our Earnings According to
Their Respective Heads Total Income and Tax
Obligation

Step 3: Determine how much money was earned in
each category.

Step 4: Include the income of your spouse, children,
parents, etc.

Step 5: Losses can be offset against one another or
saved for the future.

Step 6: Figuring up the Overall Gross Total Income
Step 7: Calculated by Deducting the Following from
the Gross Income

Step 8: Calculate Your Total Income

Step 9: The next stage involves applying the
applicable tax rates to the total income (under either
the old or new tax regime, as the case may be).

Step 10: Surcharge or Rebate Under Section 87A
Step 11: Health and Education Taxes on income are
lowered in rate.

Step 12: Taxes Deducted at Source and Taxes Paid in
Advance

Step 13: Taxes Due and Refunds Possible

= Interest Payments
Centrally sponsored Schemes
Subsidies
Defence

= Central Sector Scheme

= Finance Commission and other
transfers

OPT IN - OPT OUT

1) Taxpayers who have income from a
business or a profession are not permitted to switch
between the old and new tax regimes on an annual
basis, and the option to opt out of the new tax regime
can only be exercised once during a taxpayer's
lifetime. If a person chooses not to engage in the new
tax system, they will not be allowed to participate
again until such time as they no longer get any
income from a trade, profession, or other source.
They are still obligated to comply with this provision,
even if they later change their minds about
something.

2) Every year, without exception, taxpayers
have the option of taking part in the program.
Therefore, a taxpayer may choose to comply with the
new tax laws in one year and the traditional tax
system in another. The taxpayer may also elect to use
both methods concurrently.

PROS AND CONS OF THE NEW REGIME
Pros:

a) Reduced overall tax burdens

b) A rise in the taxpayer's total disposable income as
well as an increase in the taxpayer's liquidity,
provided the taxpayer does not invest in any of the
mentioned instruments.

c) Taxpayers are not forced to invest solely in the
items that are mentioned or in the manner that is
presented, so they have the flexibility to make their
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investment decisions according to their unique
preferences.

d) It's possible that investors won't be interested in
keeping their money locked up in the requisite
instruments for the required amount of time.

Cons:

Most taxpayers have, for a significant amount of
time, advocated for a new tax system that would
contain both an increased number of tax brackets and
reduced tax rates. On the other hand, this new system
came with the catch because it did away with a
significant number of discounts and exemptions that
were previously available.

i) The currently applicable tax exemptions will be
subject to increased scrutiny over the course of time,

and under the framework of the proposed new tax
system, they will eventually be eliminated.

ii) Because exemptions will no longer be available,
the total amount of our income that is subject to
taxation will be higher than it was under the previous
tax system.

iii) Even though there are six distinct tax bands, the
choice taken by the authorities in charge of the
income tax to completely get rid of the old system
might not be beneficial for all taxpayers. This is
because the decision was made by the authorities in
charge of the income tax.

Old tax rate VS New tax rate:

TAX RATE
An Individual
(Whose age is less than 60 years)
Net Income Tax Rate
AY 2023-24 AY 2024-25
Percentage Percentage
0 to % 2,50,000 - =
% 2,50,000 to X 3,00,000 5 -
% 3,00,000 to % 5,00,000 5 5
% 5,00,000 to % 6,00,000 20 5
% 6,00,000 to % 7,00,000 20 10 (Tax rebate available)
% 7,00,000 to % 7,50,000 20 10
% 7,50,000 to % 9,00,000 20 10
% 9,00,000 to X 10,00,000 20 15
£10,00,000 to X 12,00,000 30 15
¥ 12,00,000 to X 12,50,000 30 20
¥ 12,50,000 to 15,00,000 30 20
More than X 15,00,000 30 30
An Individual
(Whose age is more than 60 years but less than 80 years)
Net Income Tax Rate
AY 2023-24 AY 2024-25
Percentage Percentage
0 to ¥ 3,00,000 - =
% 3,00,000 to X 5,00,000 5 (Tax Rebate Available) 5
% 5,00,000 to % 6,00,000 20 5
% 6,00,000 to % 7,00,000 20 10 (Tax rebate available)
% 7,00,000 to % 7,50,000 20 10
% 7,50,000 to % 9,00,000 20 10
Z9,00,000 to % 10,00,000 20 15
£10,00,000 to X 12,00,000 30 15
¥12,00,000 to X 12,50,000 30 20
¥ 12,50,000 to 15,00,000 30 20
More than X 15,00,000 30 30
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An Individual
(Whose age is more than 80 years)
Net Income Tax Rate

AY 2023-24 AY 2024-25

Percentage Percentage
0 to % 3,00,000 - -
% 3,00,000 to X 5,00,000 - 5
% 5,00,000 to X 6,00,000 20 5

Z 6,00,000 to X 7,00,000 20 10 (Tax rebate available)
% 7,00,000 to X 7,50,000 20 10
% 7,50,000 to X 9,00,000 20 10
2 9,00,000 to X 10,00,000 20 15
210,00,000 to X 12,00,000 30 15
% 12,00,000 to X 12,50,000 30 20
% 12,50,000 to 15,00,000 30 20
More than X 15,00,000 30 30
NEW TAX SYSTEM CHOICE AND RELATED . Pay deductions that are considered standard

CONDITIONS

To take use of the new tax rate's concessional rates,
taxpayers must give up several tax breaks and write-
offs that were available under the old tax system.
Most used by taxpayers are those listed below; there
are a total of 70 disallowed deductions and
exemptions.

Common Exemptions and the deductions that are
"not permitted” under the New Tax Rate

Structure

. LTA — Leave Travel Allowance

. HRA — House Rent Allowance

. Allowance for Transportation

. The ordinary expenses in terms of
employment

. Allowance for children education

under Salary.

. Mortgage interest rate

Following deduction are “permitted” under new

tax structure:

. Allowance for transportation of the disabled
. Conveyance allowance for travel expenses

to and from work

. Section 80CCD(2) Investment in a Notified

Pension Scheme

. Employing new staff is tax deductible under

section 80JJAA.

. Depreciation pursuant to Section 32 of the
excluding any additional

Income Tax Act,
depreciation.

) Any travel reimbursement for business or

relocation.

DEDUCTIONS AND EXEMPTIONS ARE ALLOWED UNDER THE NEW TAX REGIME

Particulars Old Tax Regime | New Tax Regime
(From 1%t April
2023)
(C9) ®
Income requirement to qualify for a rebate 5,00,000 7,00,000
Salary Standard Deductions 50,000 50,000
The Net After-Tax Salary Income 5,50,000 7,50,000
87A - Rebate 12,500 25,000
Tax-free HRA Y N
Travel Expenses for Leave Y N
Other benefits include a food stipend of 50 per meal, Y N
maximum at three meals per day.
Standard Deduction under Salary Y N
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Deductions for entertainment expenses and
professional taxes
Requisites for a professional accomplishment

Home loan interest under section 24b for owner-
occupied or unoccupied properties

Mortgage Interest Deducted for Rental Properties
Under Section 24b

Deductions under Section 80C (Children's tuition fees,
EPF, LIC, ELSS, PPF, FD, etc.)

Employee's (personal) Investment in NPS

Funding for NPS from the employer

80D - Cost of health insurance premiums

Disabled Person — 80U

80E Interest on Student Loans

Interest on a loan for an electric vehicle - 80EEB
Donation of 80G to a political party, trust, etc.
Savings interest under Sections 80TTA and 80TTB
Deductions Not Included in VI-A Chapter

All payments to the Agniveer corpus fund should be

<

2

<

2

<|ZlZZ 222 2 <|Z2

sent to 80CCH.

Family Pension Income Deduction

Gift < 5,000

10(10C) exemption for retirees who leave voluntarily

Gratuity Exempt Under Section 10(10)

leaves

Exemption under Section 10(10AA) of encashment of

Allowed Sum Daily

<| << =<|=<|<] <|=<|=<|=<]<|<]|=<|<]<]|<| =< =<| <|<| <

<| <|=<|=<|=<|=<

OLD TAX STRUCTURE VS NEW TAX STRUCTURE

1. CONCLUSION

Those taxpayers in middle class who have
an annual taxable income of up to 15 lakh rupees may
stand to benefit quite a bit from the new tax structure.
Under the previous framework, people with high
earnings would have been in a better financial
position.

The new tax plan could result in financial
savings for taxpayers who do not make significant
investments. If you file your taxes but don't itemize,
you may be eligible for a lower tax rate under the new
system. This is because the new system prioritizes
people who don't itemize. This is because the new
framework includes seven different income tax
brackets, all of which have rates that are lower than
the previous ones. Under the previous method, the
amount of tax that needed to be paid by an assessee
who had investments worth less than 1,91 thousand
rupees but a total income before deductions of up to

twelve thousand rupees would have been greater. If
the resources you have available to avoid paying
taxes are limited, you should probably give some
thought to making the shift.

However, if we already have a financial
strategy for wealth creation in place, such as
investing in tax-saving instruments, Mediclaim, and
life insurance; paying for children's tuition fees;
making EMI payments on education loans; buying a
home with a home loan, and so on, the previous tax
regime can benefit us with higher tax deductions and
lower tax outgo. This is the situation if we already
have a financial strategy in place for making money.

Taxpayers who are interested in picking the
concessional tax rates can evaluate the two systems,
keeping this background and the new income tax
regime in mind, to determine which one is most
suited to meet their requirements and select that
option. Because this may differ from one person to
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the next, it is recommended to do a detailed
examination and analysis under both protocols and
then choose the one that is most effective for the
individual in question based on the results of this
process.
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