VIVAD SE VISHWAS BILL, 2020, INTH{}DUCED IN LOK SABHA

Tax Settlement Scheme
Not Open to Launderers

BUDGET 2020

THE FINE PRINT

Will not cover cases
related to overseas
assets, or prosecutions
under PMLA, benami
Act or income tax Act

Dur Bureau

New Delhl: The new direct tax
dispute settlement scheme will
not cover cases related to undise
losed overseas assets initated on
the hasls of Information from
Another country. Melther will 1t
APPIY 0 prosecutions under the
Preventlon of Money Launde-
ring Act (PMLA), the Benami
Transactions (Prohibidon) Act
And the Income X Act.

Those applying for the scheme

can’t appeal against the decision
of the tax anthoritles and Habill-
ty computathons will be final.
Finanoe minister Nirmala Sit
haraman introduced the Direct
Tax Vivad Se Vishwas B, 2o,
In the Lok Sabha on Wednesday,
which she had an-
nounced  during
her February 1

burdpat speoch.
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“This Bill emphasises on trust
bulldine” the finance minister
sald, adding that thescheme will
reduce needless lilgaton ex-
penditore for the government
and tAXPAYErs.
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Govt’s Tax Claim to Remain Intact

*+From Page 1

Sitharaman sald the govern-
ment's tax claim will remain in-
tact and “thils structured and
formula-based approach will
help the taxpayer pot rellef wit-
hout any discretion and the go-
vernment toget the money ™.

Aslde from the legislatlon cl-
ted above, the framework won't
cover prosecutions under the In-
dian Penal Code. the Unlawful
Activities  (Prevention) Act,
1967, the Narcotic Drugs and
Psychotropic Substances Act,
1985, and the Preventlon of Cor-
ruption Act, 1988,

The Central Board of IDMrect
Taxes (CBDT) has asked its offi-
ces to provide data on pending
appeals In high courts. Revenue
secretary Ajay Bhushan Pandey
held a meeting with senlor offl-
clals from CBDT and depart-
ment of revenue for preparato-
ry work on the scheme.

Income tax officers will be as-
K to ConvIne: tAXPayers to opt
for resolution under the scheme
and will be rated on the success
In this, sald a person aware of
the matter.

Taxpayers have up to March 31
to opt for the scheme. The tax
authoritles have to declare the
amount that theentity or person
has to pay within 15 days. They
have to pay the amount withinis
days of being told how much
they owe. Those who opt for the
scheme after the date will have
0 pay an additional 10%. Sitha-

raman sald the scheme will not
be open ended. Those opting for
the scheme will have to with-
draw international arbitration,
conclliation or mediatlon cases
and provide proof tothe depart-
ment. Cases In the Supreme Co-
urt, high courts or Income Tax
Appellate Tribunal (ITAT) will
also have to be withdrawn. They

will also have o walve their
Llghttarevive cases

VODAFOME, CAIRN CASES

Tax experts sald this should
help settle cases and bring down
Ntigation. “This can e a very
beneficial scheme for settle-
ment for cases such as additlons
of unexplained cash deposited
during demonetisation period,
additions for penny sStocks...
where factually the taxpayers
have high exposures,” sald Ha-
kesh Nangia, chalrman, Nangia
Andersen Consulting.

et e
le to settle their tax disputes

using this scheme as both are
eligible, sald Ved Jaln, former
president of the Indlan Charte-
red Accountants of India
“Clause 2(J)(1I) read with Sec-
tion 4(4) provides withdrawal of
arbitration proceedings in In-
dia or in any other country,” Ja-
insald.

The government may have to
elaborate on SOme ASpects.

“Though thescheme is a welco-
me step, Some aspects require
clarification. For Instance,
whether the Interest already pa-

Idby a taxpayer will be refunded
he it opts for this scheme,” sald
Sanjay Sanghvl, tax partner,
Khaitan & Co. “Given that the
scheme has a Ilmited window,
taxpayers will have w guickly
evaluate whether to opt for this
scheme depending on merits of
their pending tax disputes.”

If the order 18 not acceptable,
the taxpayer doesn't appear to
have any recourse to reinitlate
the withdrawn appeals, sald
Amit Maheshwari, pariner, As-
hok Maheshwary & Assoclates
LLE “This would require care-
ful evaluation on the part of tax-
payers on whether toopt for this
scheme or not,” he sald.

CBDTWRITES TO FIELD OFFICES
CBDT, which frames the policy
for the income tax department,
wrote to all principal chief com-
missioners on Tuesday, asking
them tocollate and send the data
by next week. “In order to Imple-
ment the scheme, the CBDT ne-
eds database on soch Nilgations
pending at high court level,” the
communication read. “It 1s the-
refore, requested that the data
on pending appeals at high court
level as on January 31, 2020, be
obtained with the help of court
registry and the same may be
supplemented with the records
of theNeldoffce.”

The CBDT has asked the reglo-
nal income tax department chi-
efs to “personally monitor” the
exercise and submit the data by
Februoary 14 by email.



Bill to settle tax disputes
introduced in Lok Sabha

- ‘Vivad se Vishwas'
. scheme could

be a game changer
in resolving
tax disputes

| hew Db, Februasy 3

|

Finance Minister Nirmak
Sitharaman on Wednesday in-
troduced in the Lok Sabha the
much-awaited ‘Direct Tax Vivad
se Vishwas' Bill 2020 to provide
for resolution of dis-
puted direct taxes,
The Blll provides a
lucrative option to
taxpayers (o settle
their cases pending
before the Commis-
sioner (Appeals), In-
come Tax Appellate
Tribunal, High Court
or Supreme Court as

on |[anuary 31, 101:; Kirmala Sitharaman

irrespective
whether the demand in such
cases is pending or has been
paid. It also provides for walver
of interest, penalty and
prosecution.

The pending appeal may be
against disputed tax, interest
or penalty in relation to an as
sessment or reassessment or
der or against disputed in-
terest| fee where there is no
disputed tax. In fact, an appeal
may even be against tax de-
termined on defaults in re
spect of tax deducted collected
at source,
adla 15 timeconsuming and
India is time-<consuming
cumbersome. A plethora of
cases is pending before various
appellate forums and a hu-
mongous amount is locked up
in appeals. As on November 30,
2019, the amount of disputed
direct tax arrears stood at €9.32
Lakh crore, and considering the

sources tax disputes consume, a
dispute-litigation scheme was
the need of the hour for both
taxpayers and the government.

Taxpayers willing to settle dis-
putes under the scheme shall
be allowed a complete waiver of
interest and penalty if they pay
the entire amount of tax in dis-
pute up to March 31, 2020, after
which 10 per cent additional
disputed tax will have to be
paid over and above the tax I+
abiliry

Further, where the tax arrears
relate to disputed interest or
penalty only, then 25
per cent of disputed
penaltyfinterest  will
have to be paid only
while settling appeals
relating to interest|
penalty if payment is
made up to March 3,
2020, beyond which
the same shall be en-
hanced to 30 per cent.

The scheme would
not apply where tax
in arrears related to assess-
ments in the nature of search
and requisition.

scheme, once enacted into law,
will in all probability help in
shrinking the mountain of
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he finance ministry

on  Wednesday

unveiled details ofa

new scheme that

could fetch the
exchequer part of the ¥9.32
trillion direct taxesunder dis-
pute and free up courts and
tribunals crippled by pro-
longed litigation.

The Direct Tax Vivad se
Vishwas Bill, 2020, tabled in

farliament by finance minis-
ter Nirmala Sitharaman, offers
immunity from prosecution to
those who sign up for the
scheme, which opens on the
date it is signed into law.,

The scheme offers compa-
nies a chance to pay disputed
tax arrears without interest
and penalty if paid before 31
March. If paid later, but before
a due date to be announced
later, the amount duoe will zo
up by 10%, Sitharaman saidin
a statement explaining the
provisions of the Bill.

If the scheme is successful
in collecting revenue, it will
offer relief to the Narendra
Modi administration, which
has estimated that its fiscal
deficit for FY20 would slip
from the earlier projected
3.3% ol GDP to 3.8% of GDP.

A similar scheme
announced last vearto settle
indirect tax disputes related o
central excise duty, service tax
and various cesses had col-
lected more than 339,000
crore, Mint reported on 30

livernaimit
Last resort: FinMin eyes
9.3 tn from tax disputes

Govt offers chance to pay disputed tax arrears without interest or penalty

o

The scheme is expected to boost direct tax receipts, which are expected to grow just 2.94% in FY20.
Direct tax collection (in ¥ trillion)
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January.

This is an opportunity for
assessees o clear long-pend-
ing disputesand many tax pay-
ers, especially those having
small amounts under dispute,
are likely to lap it up, accord-

| ovespeocess ]
932t

Considering that the
74 actual direct tax
collection in 2018-19
was 1137 trillion,
the disputed arrears

Tax dues under constitute nearly
litigation one vear's direct
483 OOO tax collection. 3
Number of SITHARAMAN
s ple Finance minister

Source: Anance ministry

The scheme, however, will
not cover tax demands related
toundisclosed foreign income
orassetsortax demands raised
after the government secured
information from other coun-
tries.

ing to Neeru “Tax disputes
Ahuja, partnerat  If theschemeis  consumecopious
Deloitte India. successful, itwill amount of time,

Incase thetax  gffer relieftothe ©nergy : .']I nd
dispute is over : resources both on

g govt, which has :

penalty, interest . the part of the
or fee, the settle- F:ggr;::ct:ﬁ;ehfal:it government and
ment  amount i taxpayers. More-
pavableis 25% of ~ Willslipto3.8%  i0r" they also

the dues if paid
before the end of
March.

If paid subsequently, but
before the date to be
announced in due course, the
payableamount would be 308
of the dues, the statement
explained.

deprive the gov-
ernment of the
timely collection of revenue,”
said the government state-
ment. “Thiswill notonly ben-
efit the government by gener-
ating timely revenue but also
taxpayvers who will be able to
deploy the time, energy and

il
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resources saved by opting for
such dispute resolution
towards their business activi-
ties.”

The proposed scheme is
applicable to appeals filed by
taxpayvers orthe government,
which are pendingbefore the
commissioner (appeals), tribu-
nals, high courts or the
Supreme Court as on 31 Janu-
ary.

Central Board of Direct
Taxes chairman P.C. Mody
said ata post-budget industry
interaction organized by the
PHD Chamber of Commerce
and Industry on Wednesday
that it has been the govern-
ment’sintention tosettledis-
putes to the extent possible
and that it had recently raised
themonetary threshold for fil-

TURMN TO PAGE 17
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FinMin eyes
resolution for
39.3 trillion

tax disputes

FROM PAGE 1

ing of appeals.
The tax department had

also decided not to contest
certain judicial pronounce-
ments to reduce litigation,
said Mody. “All taxpayers
should review theirissues and
take the benefit of the

According to Rakesh Nan-
gia, chairman of Nangia
Andersen Consulting, the
scheme can be beneficial for
settling casessuch as additions
of unexplained cash deposited
during the demonetization
period and additions for
penny stocks.

“It would be beneficial for
such taxpayers to pay the tax ‘
amount and settle the disputes
without imposition ofinterest
and penalty,” he said.




@ BILL TABLED IN LS

Vivad Se Vishwas: No interest or penalty till March end

FE BUREAU
Mew Delhi, February 5

THE DIRECT TAX Vivad Se
Vishwas Bill, 2020, tabled in
the Lok Sabha on Wednesday
seeks to cut down on nearly
4.8 lakh tax disputes involv-

ingan amount 0f¥9.32 lakh
crore (up to November 30,
2019)bygiving thetaxpayers
the facility to escape interest
on the disputed tax amount
and any penalty. All direct
tax-related cases pending
before the Commissioner

(Appeals), IncomeTax Appel-
late Tribunal, high courts or

the Supreme Court ason Jan-
uary 31,202 0are eligible for
the scheme.

The scheme provides that
if a taxpayer avails it by
March 31, 2020, then he

would get complete waiver of
interest and penalty. How-
evet, a taxpayer who chooses
the scheme post this cut-off
date will have to paythe dis-
puted taxand 1 0% of it extra.

Continuved on Page 2



of the 23.5 lakh persons, atotal
4.15 PAN holders had never
filed income-tax returmns.

Bill tabled in LS:
No interest,
penalty till March
end under Vivad

Se Vishwas

FURTHER, IF the tax arrears
relate to disputed interest or
penalty only,then only 25%of
disputed penalty/interest is
payable if scheme is availed by
March 31. Cases coming for
resolution after this date
would have to pay 30% of
penaltyand interest.
Introducing the Bill,
finance minister Nirmala
Sitharaman said it emphasises
on trust building. The scheme,
she said, would not be open-
ended. The government will
laternotify theend dateforthe
Rakesh Nangia, chair-
an, Nangia Andersen
onsulting, said: “This can
be avery beneficial scheme
for settlement for cases
such as additions of unex-
plained cash deposited dur-
ing demonetisation period,
additions for penny stocks,
etc.where factually the tax-
payers have high expo-
sures.It would be beneficial
for such taxpayers, to pay
the tax amount and settle
the disputeswithout impo-

relating to undisclosed for-
eign income/asset, assess-
ment or reassessment
made on the basis of infor-
mation received under
DTAA are out of the ambit
of the scheme. Further,
caseswhere prosecution for
any offence under the
Indian Penal Code /Preven-
tion of Money Laundering
Act/Prohibition of Benami
Property Transactions Act
has beeninstituted oraper-
sonwho has been convicted
under the Acts can't avail
the scheme.

ambit of cases involving
either undisclosed foreign
income or based on
exchange of information
with foreign tax authori-
ties is not ideal,” Abhay
Sharma, partner, Shardul
Amarchand Mangaldas &
Co, said.

The schemeis modelled
on a similar scheme for
1| indirect tax which was

announced in last year's Bud-
get and the window to avail it
closed on January 15 this year.
The government has said that
nearly 95% of 1.9 lakh out-
standing caseswere resolved
resulting in over Rs 35,000
crore of revenue for the gov-
ernment. The total revenue
stuck in such cases was, of
course, estimated tobe Bs 3.6
lakh crore.

Amit Maheshwari,partner,
Ashok Maheshwary & Associ-
ates LLP said: “Under the
scheme, the order passed by
the designated authority
determining the amount
payable shall be final and no
further recourse in terms of
appeals, arbitration, mediation
or conciliation shall be avail-
able tothe taxpayer.”

Explaining the purpose of
the Bill, the government said
that disputed arrears consti-
tute nearly one-yeardirect tax
collection. Further, it added
that tax disputes consume
copious amount of time,
energy and resources both on
the part of the government as
wellast ers.

“Moreover, they also
deprive the government of
the timely collection of rev-
enue, Therefore, there is an
urgent need to provide for
resolution of pending tax
disputes. This will not only
benefit the government by
senerating timely revenue
but also the taxpayers who
will be able to deploy the
time, energy and resources
saved by opting for such dis-
pute resolution towards their
business activities,” it said.

Meanwhile, PTI reported

that CBDT on Tuesday wrote
to all principal chief commis-
sioners asking them to col-
late the data on pending
appeals in high courts and
send it to it by next week. “In
order to implement the
(Vivad Se Vishwas) scheme,
the CBDT needs database on
uch litigations pending at
gh court level," the commu-
fication to the commission-
s read.
"It is therefore, requested
that the data on pending
appeals at high court level as
on January 31, 2020, be
obtained with the help of court
registry and the same may be
supplemented with the
records of the field office," it
stated.

The CBDT also asked the
regional Income Tax Depart-
ment chiefs to "personally
monitor"the exercise and sub-
mit the data by February 14 to
it through e-mail, as per the
communication.
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