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ABSTRACT

The collection of personal income tax is a direct tax collection and the collection of
tax payable ability therefore assessable income can be indicated the ability-to-pay of eamers so
that income can be divided into 3 groups for personal income tax collection such as income that
comes from livelihood or earned income, income that comes from asset tenure or unearned
income, income that mixed together between earned income and unearned income then assessable
income can be classified into 8 types under section 40 of the Revenue Code and has been
prescribed that each type of assessable income can be deducted vary in payment by mean of some
types of assessable income, the eammers can choose to use standard deductions or income tax
deductions as necessity and ordinary, some types can only be standard deductions but some types
can only be ordinary and necessary expenses deductions as well as the Revenue Code has not
allowed to have any income tax deduction for some types of assessable income.

From the study, the researcher found that the problems which the Revenue Code
prescribed as each type of assessable income can be deducted payment as many unequal of
standard deducticns such as the violation of the Principle of Equity under the Ability-to-Pay
Principle because the taxpayers may deduct the payments less than the actual payments if to
standard deducticns and there are not any certainty rules of percentage-fixing for standard
deductions, the violation of the Principle of Equity in Vertical Equity because the high income
group can be received more tax benefit from standard deductions than the low income group so
the government may be lost of income from tax collection in standard deductions and led to the
economic waste as weil as caused many problems and the disputes of each type of assessabie
income nevertheless standard deductions also has some advantages such as the capital of taxation

administration aad procedure and tax laws proceeding is lower than income tax deductions as




necessity and ordinary.

Therefore, the researcher suggested that; should be rectified the Revenue Code in part
of standard deductions by specifying the assessable income in type 1 and 2 still remain to use
standard deductions but should be specified the fix percentage for income tax deductions by
dividing income to be the level of income of tax rate fixing, the higher income taxpayer still more
deducted less payments, for the assessable income in type 3 is the income of royalty, it should be
specified other royalties except copyright charge can be deducted by standard deductions in the
same rate and rule of copyright charge, for the assessable income in type 5, 6, 7 and 8 should be
divided the level of taxpayers’” income into 2 level, for example the taxpayer who has low income
to average income and the taxpayer who has high income by specifying the taxpayer who has low
income to average income can be deducted as standard deductions according to prescribing in the
Royal Decree but the high income taxpayer should be only deducted as income tax deductions as
necessity and ordinary, should have the obvious rule in standard deductions rate fixing and should
be made the tax deduction rate adjustment as standard deductions to be in accord with the
economic situation and the last suggested that should be specified the rule of income tax
deductions as necessity and ordinary that which any payment can be deducted or which one
cannot be deducted for income tax deductions for the purpose that the income tax deductions

from assessable income would be had equity and more reflected on the ability-to-pay.
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** Tax allowances and reliefs if you're self-employed. Retrieved November 17, 2012, from
http://www.hmrc.gov.uk /incometax/relief-self-emp.htm

* Income Tax (Earnings and Pensions) Act 2003 section 328.

* Fixed Deduction. Retrieved November 17, 2012, from http.//www.gfinance.com/dictionary/fixed-
deduction

*! Income Tax (Earnings and Pensions) Act 2003 section 366.
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* Other expenses: flat rate expenses: table of agreed amounts for 2008/09 onwards. Retrieved

November 17, 2012, from http://www.hmrc.gov.uk/manuals/eimanual/EIM327 12 htm
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3 (2) If apart from this subsection—
(a) a deduction would be allowed under Chapter 4 of this Part (fixed allowances for employee’s
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(b) the employee would be entitled under another provision to a deduction for an amount paid in .
respect of the same kind of expenses, only one of those deductions is allowed.
* Income Tax (Earnings and Pensions) Act 2003 section 367.

%% Ibid. section 368.
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