
New Income Tax Bill 2025: Key Insights and Expectations

Description

The Indian government is set to introduce a new Income Tax Bill in Parliament, with a focus on overhauling the
current Income Tax Act of 1961. This move comes as part of an effort to simplify the tax framework, which has
grown increasingly complex over the past six decades. The existing Act, with its 298 sections, has undergone
continuous modifications, particularly through annual amendments in the Union Budget. These changes, which
range from adjustments to tax rates to the introduction and removal of exemptions, have made the Income Tax
Act far more intricate than its original version.

Given the extensive revisions over time, the Act no longer reflects the straightforward intentions of the 1961
legislation. In response, tax professionals and taxpayers have long advocated for a comprehensive
overhaul—a new, streamlined law that incorporates existing provisions while addressing modern-day needs.
After careful deliberation, the Union Cabinet approved the new bill on February 8, 2025, and it is expected to be
presented in Parliament by February 10, 2025.

Budget 2025 and the New Bill

Following the announcement in the 2025 Union Budget, the Cabinet has endorsed the new Income Tax Bill,
signaling that it will be tabled in Parliament during the current session, likely by February 13, 2025. Key
highlights of the bill include a proposed reduction in the number of sections by approximately 30%, which will
significantly cut down the length of the Act by nearly half. Despite these changes, there will be no adjustments
to the income tax slab rates outlined in the 2025 Budget.

Purpose of the New Income Tax Bill

In her Budget speech for 2024, Finance Minister Nirmala Sitharaman announced the government’s intention to
undertake a comprehensive review of the Income Tax Act of 1961. The objective was clear: to make the Act
more concise and accessible, ensuring taxpayers can easily understand their obligations.

A central aim of this revision is to reduce disputes and litigation, promoting a system that offers more clarity and
certainty. The government has also emphasized the importance of compliance simplicity, making the tax
process more transparent and less burdensome for individuals and businesses alike.
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As part of the reform process, the Income Tax Department initiated a public consultation period, encouraging
taxpayers to provide feedback and suggest changes they would like to see in the new law. This inclusive
approach reflects the government’s commitment to taking public input into account while shaping tax reforms.

In her address during the 2025 Budget, the Finance Minister reaffirmed the government’s dedication to
reforming tax law, aligning the new bill with the principles of fairness and justice, similar to the goals outlined in
the recently enacted Bharatiya Nyaya Sanhita, which repealed the Indian Penal Code of 1860 in July 2024.

Key Changes in the New Income Tax Bill

The new Income Tax Bill is expected to significantly simplify the existing tax structure and reduce the number
of provisions currently in place. The aim is to make the law more digestible for both taxpayers and tax
authorities, thereby increasing compliance and reducing litigation. Some of the key changes expected include:

Simplified Residence Rules: The rules for determining the residential status of individuals are expected
to be made more straightforward, offering clearer guidance.
Streamlined Tax Structure: The new bill will drastically reduce the number of provisions from the
current Act, making it more concise and user-friendly.
Easier Compliance: The bill is designed to simplify the process of compliance for taxpayers, cutting
down on the administrative burden for both individuals and businesses.

Expected Benefits of the New Income Tax Bill

1. Reduction in Complexity: By eliminating many of the current exemptions and deductions, the new bill is
expected to significantly simplify the tax code, making it easier to navigate for both individuals and
businesses.

2. Improved Compliance: A more transparent and straightforward tax system will help reduce confusion,
encouraging greater adherence to tax obligations across the board.

3. Rationalized Tax Rates: The simplification of tax rates is expected to bring India’s tax system closer in
line with global standards, potentially making the country a more attractive destination for both domestic
and international businesses.

4. Decreased Legal Disputes: By clarifying tax laws and reducing ambiguities, the new bill is expected to
minimize the frequency of disputes between taxpayers and the tax authorities, fostering a more
harmonious and efficient tax environment.

 

Conclusion

The introduction of the New Income Tax Bill in 2025 marks a significant step toward modernizing India’s tax
system. With an emphasis on simplicity, transparency, and fairness, the new bill aims to enhance the ease of
doing business in India and streamline the tax compliance process. As the government moves forward with this
transformative reform, both taxpayers and tax professionals will benefit from a more predictable, less
contentious tax environment. The proposed changes are set to make India’s tax laws more aligned with global
best practices while reducing the administrative burdens that currently exist under the outdated provisions of
the 1961 Act.

Download: Draft Income Tax Bill 2025.

Refer our latest blog related to Income Tax Bill 2025 by clicking here
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https://csmllp.in/wp-content/uploads/2025/02/Draft-Income-Tax-Bill-2025-12.02.25.pdf
https://csmllp.in/landmark-tax-reform-income-tax-bill-2025-introduced-in-parliament-10-crucial-takeaways/


Disclaimer:

This article is for general informational purposes only and should not be considered professional advice. Please
consult a qualified expert for advice tailored to your specific situation. The author and website owner are not
liable for any errors or actions based on this content.
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