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In brief

The Government of Indiahasnotified ' the Direct Tax Vivad se Vishwas Rules, 2020 (the Rules) on 18
March 2020. The Rules inter alia prescribe the manner of computing the amount payable under
differentscenarios, and the formsto implement the provisions of the Direct Tax Vivad se Vishwas Act,

2020 (the Act).

In detail

Pre-cursor

The Act wasenactedon 17
March 2020 with the objective
of inter aliareducing pending
income-taxlitigationand

generating timely tax revenue.”

The Act empowersthe Central
Governmentto notify the
Rulesin orderto carry outits
provisions. In the exercise of
such power, the Rules were
notified on 18 March 2020.

The key provisions of the Rules
are summarised below.

Key definitions
Disputemeans

e Appeal,writorspecial leave
petitionfiled orappealor
special leave petitiontobe
filed by the taxpayer orthe

income-tax authority before
any appellate forum; or

e Arbitration, conciliationor
mediationinitiated or given
notice thereof; or

e Objectionsfiledortobe
filed before the Dispute
Resolution Panel (DRP); or

e Applicationforrevision
filed under section 264 of
the Income-tax Act, 1961.

Issues coveredin favour of the

taxpayer means issues for
which

e Anappealisfiled/tobe
filed by theincome-tax
authority.

e Anappealorobjectionis
filed/tobe filedbeforethe
Commissioner of Income-
tax (Appeals)orthe DRP by

the taxpayer, and suchissue
is coveredin the taxpayer’s
own case in itsfavour by the
orderofthe Income-tax
Appellate Tribunal
(Tribunal) [notreversed by
the High Court orthe
Supreme Court] orthe High
Court (not reversed bythe
Supreme Court).

e Anappealisfiled/tobe
filed before the Tribunalby
the taxpayer, and suchissue
is coveredin the taxpayer’s
own case in itsfavour by the
orderofthe High Court (not
reversed bythe Supreme
Court).

Prescribed forms

The formatsand manner of
implementing the provisions of
the Act notified bythe Rules
are tabulated asfollows:

- To be furnished by Key contents of the form

Form -1
the designated
authority

Declarationbefore | Taxpayer

Information/detailsrelating to

taxpayer, dispute, taxes already paid,

ete.

e Schedulestobe filled based on type of

z Notification No.18/2020, F. No. IT(A)/1/2020-TPL dated 18 March 2020
Click here to referto ournews alert dated 9 March 2020, capturing the salient features of the Act
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To be furnished Key contents of the form
by

tax arrearsand/ or optionopted by the taxpayer, viz.:

— Schedule A — disputed tax cases where taxpayer
optstopaytax (11 combinations).

— ScheduleB —disputed taxdeducted/ collected at
source cases (9 combinations).

— Schedule C—disputed penalty, interest, fee cases
(9 combinations).

— Schedule D —disputed tax cases where taxpayer
optsto carry forward reduced amount ofloss or
depreciation or minimum alternate tax (MAT)

credit.

Form -2 | Undertaking Taxpayer Undertakingto voluntarily waive alltherightsto seek or
pursue any remedy or any claimin relation to the dispute
for which the declarationis being filed.

Form -3 | Certificate Designated Nature and amount of tax arrears, amount already paid
determiningamount | Authority and balance amount payable by the taxpayerto settlethe
payable to settlethe dispute.
dispute

Form- | Intimation of Taxpayer e Detail of payments made pursuantto the certificate

4 paymentmade issuedin Form 3.

e Proofof withdrawal of the relevant dispute.

Form -5 | Orderforfull and Designated
final settlement of Authority
disputes

Details of the dispute settled by the taxpayer along with
the details of payments made.

related to such credit/ loss/
depreciationin the amount of
disputed taxand carry forward

because of carrying
forward thereduced tax
credit/loss/ depreciation.

Manner of computing
disputed tax in cases where
MAT credit or loss or

unabsorbed depreciation is the entirelossorunabsorbed — The written down value
reduced depreciation; or of the block of assets
In cases involving the reduction e Tocarry forward the reduced would notbeincreased by

of tax credit under sections

amountoftax credit/loss/

the amount of reduction

115JAA or115JD of the Income- depreciation, subjectto the :ln unal?sqrbed

tax Act, 1961 orreduction ofloss/ following: epreciation.

depreciation, the following  The taxpaverwould have The carry forward of the

optionsare availabletothe ¢ pay bl redu.ced amountof tax

taxpayerin the manner opay taxespayable credit/loss/ depreciation

prescribed below: (along with interest), if would be computed as
any, in subsequentyears follows:

¢ Toincludethe amount of tax

Natureofdispute Amount oftax credit/loss/ depreciationto be
reduced by

Issuescovered in favour of the taxpayer 50% of such tax credit/ loss/ depreciation

Eligiblesearch cases 125% of such tax credit/loss/ depreciation (tothe extent
such amount does not exceed amount of tax credit/ loss/

depreciationto be carried forward before its reduction)

Eligible search cases, wherein the issues covered | 62.5% of such tax credit/loss/depreciation
in favour of taxpayer
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In all the other cases

100% of such taxcredit/ loss/ depreciation

Manner of computing
disputed tax in cases where
issues covered in favour of the

taxpayer
In such cases, thedisputed tax on

such issues would be computed as
perthe following formula:

¢ Disputedtaxon allissues
multiplied by disputed income
inrespect of issues covered in
favour of the taxpayer,divided
by the disputedincomein
relationtoall issues.

Procedure® for making
declarations in Forms 1 and 2

e Forms1and 2aretobefiled/
viewed online on the e-filing
portal of the income-tax
department, underthelink
“Vivad se Vishwas” tab.

’ As perthe Notification No. 12 of 2020
dated 19 March 2020

e Forms1and 2havetobefiled
in conjunction as a single
submission and aretobe
verifiedbythe person whois
entitled to verify income-tax
returns under section 140 of
the Income-taxAct, 1961.

e Forms1and 2havetobefiled
underdigital signature (if the
return ofincome is required to
be filed using digital signature)
or through electronic
verification code.

e Formsi1and2aretobefiled
year-wise.

e ArevisedForm1canbefiled
as perthe functionality.

The takeaways
The Ruleshavebeennotified and

online functionalityhasbeen
made effective, within a span of
two daysofthe enactmentofthe
Act. The formsare comprehensive
and coverarange of possible
combinationsto assist taxpayers.
The last date forsettling disputes
underthe Acthasnotbeen
prescribed yet. However, the
timeline to avail the maximum
benefit while settling disputes
underthe Actremains 31 March
2020. Accordingly, taxpayers
would haveto actfastto makethe
most of this dispute resolution
scheme.

Let’s talk

Fora deeperdiscussion ofhow
this issue might affect your
business, please contact your
local PwCadvisor
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