Q GrantThornton (:2) Union Budget 2025

Union Budget 2025

Pre-budget expectations survey: personal tax

F ¥ P

#GTBharat

SHAPING VIBRANT-INDIA.



Individual taxpayers
advocate for
comprehensive reforms in

Budget 2025

Grant Thornton Bharat’s pre-budget survey indicates
that taxpayers expect reforms in personal taxation and
tax compliance measures. The findings reflect taxpayers'
desire for a taxation framework that alleviates financial
burdens and promotes sustainable economic growth.

Individual taxpayers desire lower tax rates, higher
exemptions, and further simplification in the return filing
systems that can improve disposable income and ease
the financial burden.

In addition, taxpayers are seeking targeted incentives,
such as improved benefits for the National Pension
Scheme (NPS] and increased tax incentives for electric
vehicles to accelerate the shift to sustainable

transportation.




Personal
tax relief

—

Ahead of Budget 2025, Grant Thornton
Bharat’s pre-budget survey reveals that
individual taxpayers seek relief on the
personal tax front to increase their
disposable income. A majority of
respondents, 57%, want lower tax rates,
while 25% advocate for higher exemption
limits.

Based on the latest data available, a
significant number of taxpayers have
switched to the simplified new personal
(default] tax regime. In fact, currently, 72%
of taxpayers have opted for this, and only
28% remain in the old tax regimel.

However, to further enhance the appeal of
the new tax regime, about 46% of
respondents advocate for lowering tax rates,
while 26% believe exemption limits can be
increased.

Despite the government's indication that the
old tax regime may eventually be phased
out, it appears that 63% of the taxpayers still
seek an increase in incentives under the old
tax regime.

Source: PIB

What are the individual taxpayer’s overall
expectations from Union Budget 2025?

Lower tax rates 57%
Increase in exemption limit 25%
Hike in standard deduction 11%
Reduction in surcharge rates 6%

What changes should be made to the new tax regime,
to make it the preferred option for salaried taxpayers?

Lower tax rates '-I-6%
Increase in exemption limits 26%
Progressive standard deduction 15%
Allow reasonable deductions 1|'I-°/o

What changes should be made to the old tax regime
in the Union Budget 2025-26?

63%

Increase in deduction limits

No changes

37%
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Personal
tax relief

. e

While the government took steps to reduce What changes are required to avail maximum benefit
tax rates and simplified the Capital Gains tax ~ from set-off of house property loss?
regime in Union Budget 2024, further 4 - 0

. . o . Hike in set-off limit from 2L 26%
rationalisation could offer additional relief. o %
According to the survey, 42% of respondents Remove Z2L limit altogether 21%
would like to see a further reduction in the
LTCG tax rates, while 46% advocate re- Allow loss set-off in new tax regime 53%
introducing indexation benefits for all asset
classes to adjust for inflation.
The majority of respondents, 53%, are —

advocating for the government to allow the
set-off of house property losses under the
new tax regime. Around 47% desire a hike in
the set-off limit or removal of the INR 2 lakh
limit altogether under the old regime.

These changes would provide greater
flexibility in offsetting losses, boost investment
in real estate, and enable taxpayers to fulfil
their aspirations to secure a reasonable
residential accommodation.
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Simplifying tax
compliance

R

As digitalisation reshapes financial processes, taxpayers are increasingly seeking a more
efficient tax filing and compliance system. Grant Thornton Bharat’s pre-budget survey indicates
that 38% of respondents want the option to make tax payments through foreign banks, which
would ease compliance for NRIs. There is also a need to better operationalise tax refunds to

overseas banks and for the use of e-verification with OTPs being sent to foreign mobile numbers,
for taxpayers living abroad.

In terms of domestic tax compliance, 56% of respondents seek an increase in the income
threshold for tax filing to reduce the tax return filing burden on small taxpayers. About 32% of the
respondents desire a reduction in the additional tax applicable in case of updated tax returns,
and 12% would like an extension in the timeline provided for filing the revised Income Tax Returns
(ITRs). These findings suggest that taxpayers are seeking changes that would make tax
compliance less burdensome, especially for those living abroad.

What changes should the Government make in What changes should the Government make in

Union Budget 2025-26 to maximise tax return Budget 2025 to ease tax compliance for NRIs
filing compliance?

Reduce tax on updated returns 32% Enable tax payments from overseas bank 38(%)
Extend period for revised ITR 12% Operationalise tax refunds to overseas banks 270/0
Increase income limits for return filing 56% E-verification using OTPs to foreign mobile 35%
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Demand for targeted
tax incentives

National Pension Scheme (NPS)
53% of taxpayers are calling for
more flexible withdrawal rules and
higher tax exemptions on premature
withdrawals or annuity payouts.
These changes would make the NPS
more attractive, driving greater
participation and securing long-term
financial well-being for individuals.

Electric vehicle promotion

The government had earlier provided
tax deduction for interest payable on
loan taken to acquire an electric
vehicle (EV). This exemption is
available for loans sanctioned during
the period 1 April 2019 to 31 March
2023. Our survey indicates that
taxpayers seek re-introduction of tax
incentives to support the adoption of
(EVs). Introduction of these measures,
would encourage more widespread
use of EVs, contributing to
environmental sustainability.

Support for disabled dependents
46% of respondents support
increasing the deduction limit for
dependents with disabilities and 18%
advocate expanding the scope of
recognised disabilities. These reforms
would provide much-needed financial
relief for caregivers, while promoting
inclusivity.

What steps should the government take to make the
National Pension Scheme more appealing?

Flexible withdrawal rules 27%
Higher tax exemptions on NPS 20%
All of the above 53%

What tax incentives can the Government offer to
promote the use of electric vehicles?

Deduction EV loan interest 19%
Clarify EV tax perquisites 14%
All of the above 66%

What measures can the Government take to
promote claim of deduction of expenditure incurred
for disabled dependents (Section 80DD)?

Increase in deduction limit 36%
Expand ‘disability’ scope 18%
All of the above |-|-6%
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Key insights from the survey

Streamlined tax compliance
for NRI taxpayers

Greater flexibility in Increased flexibility in
setting off house property NPS withdrawals and
losses to provide tax relief raise in tax exemptions

In the
Tax reforms that upcoming Stronger tax
benefit individual budget, survey incentives for
taxpayers across electric vehicles to
respondents
the old and new tax P . accelerate the shift
regimes would like to sustainable
to see: transportation

The individual taxpayers have big hopes from Union Budget 2025 to offer more tax-
saving options in terms of reduced tax rates and increasing the standard deduction limit
under the new tax regime. An increase in NPS tax deduction limits and more flexible NPS
withdrawal rules would certainly promote retirement savings in the hands of taxpayers.
Further, to promote a greener environment through the use of electric vehicles (EV),
clarity is expected from the Government on perquisite taxation rules for EV usage, and
the deduction for the purchase of EVs should be reinstated under the law,

Akhil Chandna

Partner and Global People Solutions Leader, Grant Thornton Bharat
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We are
Shaping Vibrant Bharat

A member of Grant Thornton International Ltd., Grant Thornton Bharat is at the
forefront of helping reshape the values in the profession. We are helping shape
various industry ecosystems through our work across Assurance, Tax, Risk,
Transactions, Technology and Consulting, and are going beyond to shape a
more #VibrantBharat.

Our offices in India

® Ahmedabad @ Bengaluru @ Chandigarh @ Chennai Lo Scan OR code to see our

office addresses

® Dehradun  ® Goa @ Gurugram @ Hyderabad @ Indore

www.grantthornton.in

® Kochi ® Kolkata @ Mumbai @ New Delhi @ Noida @ Pune

Connect @Grant-Thornton-Bharat-LLP @ @GrantThorntonBharat @GrantThornton_Bharat

with us on : @ @GrantThorntonIN @GrantThorntonBharatLLP GTBharat@in.gt.com
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