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ABSTRACT 
 

Through this research paper an overview of Direct Tax  Dispute Resolution mechanism has been provided with the reference 

to recent Vivad se Vishwas Scheme. As on November 2019, there are around 483,000 pending cases of income tax 

amounting to almost Rs. 9.32 trillion2, which is almost equivalent to collection of direct taxes over a period of 1 year by the 

government of India. Thus, these statistics prompted the introduction of direct tax dispute resolution mechanism in the Union 

Budget of 2020, which is also mentioned in the Union Budget of 2021 for reducing the huge piled up litigations over several 

years  and for reaching settlement among the stakeholders. After that, the Central Board of Direct Taxes issued a circular 

containing the required clarifications. This research paper contains various aspects related to the scheme.The meaning of direct 

tax, disputed tax, and tax resolution have been given. It also talks about the previous ways and scheme of resolving a direct 

tax dispute. The fundamentals of the Vivad se Vishwas Scheme including its objectives, eligible persons, tax arrears, etc 

have been briefed in this research paper. The salient features of the scheme such as important dates, payment, etc. is also 

provided. This research paper elaborates the procedure for filing declaration in step by step manner along with the 

consequences associated with it. As the deadline for the scheme has been extended till 31 st march 2021, so the scheme 

remains relevant for the current scenario. The relevancy of the scheme as a way out in solving the ongoing Cairn Energy 

dispute has also been highlighted. Along with its benefits, there are some issues which needs to be addressed, which has been 

mentioned in this research work. 
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I. INTRODUCTION 
 

Dispute Resolution Scheme is a phenomenon which is present in various countries around the 
world for extending the benefits to defaulters to persuade them to pay taxes. India also adopted 
certain measures for resolution of disputes related to direct taxes through various measures 
over a period of time. 

Direct Tax is a tax that is directly paid by a person or organization to the entity which imposes 

it. It is paid to the government for various purposes such as corporate income tax, personal 

property tax, taxes on the asset, etc. Disputed Tax means the tax which is disputed by the 

assessee or the declarant under the Income Tax Act or Wealth Tax Act. Dispute Tax 
Resolution is a part of a solution that can be used for the settlement of disputes. It has a great 

scope as it can free the amount being locked up in direct tax disputes which currently equates to 
more than Rs 8 lakh crore as per the budget of Fiscal Year 2021. It would work as an alternate 
settlement mechanism that would help in containing such tax disputes. 

In the overall functioning of the tax system in India, tax dispute resolution has been the main 
focus area due to various factors such as aggressive enforcement environment, delays and long 
pendency of tax disputes cases, etc. Traditionally, the hierarchy of the litigation process of tax 
disputes was: 

● Tax Officer 

● Commissioner (Appeals) 

● Income Tax Appellate Tribunal 

● High Court 
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● Supreme Court 

The huge pendency of tax-related litigation in India with huge finances at stake has increased the 
importance of tax dispute resolution. Many stakeholders are involved in tax-related matters 
which includes people from legal, financial, organizational and business sectors. There is a need 
for a well-thought strategy of dispute resolution along with a proactive approach. 

 To this problem, a solution came up to reduce the burden of such cases in the form of the 
Vivad Se Vishwas Scheme for resolving disputes related to direct taxes which contains the idea 
of discounted payment in case the taxpayer settles all the disputes within the stipulated period. 
Many experts welcomed this scheme as a long-awaited measure for bringing an end to the long 
list of pending direct tax related cases.  

a) PREVIOUS DISPUTE RESOLUTION SCHEMES: 
 

1. Kar Vivad Samadhan Scheme (KVSS),1998: It was announced in the budget of the fiscal 
year 1998 which provided for settlement of tax disputes in the matters of pending cases. 
  

2. Direct Tax Dispute Resolution Scheme (DTDR), 2016: This scheme has been introduced 
in the union budget of the year 2016 for clearing pendency of appeals, collecting tax 
arrears, etc. 

But above-mentioned schemes were unable to gather momentum. The KVS Scheme could solve 
only a few thousand cases worth Rs 739 crore while the DTDR Scheme could solve only around 
8600 cases amounting to just Rs 631 crore. Thus, the new Vivad Se Vishwas Scheme has 
outperformed the earlier similar schemes.     

II. GLIMPSE OF THE DIRECT TAX VIVAD SE 
VISHWAS ACT, 2020 

 

This scheme aims at reducing pendency of litigation and collecting taxes where generally there is 
complete interest and penalty waiver for the persons who will pay their disputed taxes. 

1. Objectives of this scheme include reducing litigation related to tax matters, bring revenue for 

the government, aids taxpayers in ending tax disputes, provides immunity from prosecution, 
building trust, etc. 

2. Eligible Person under this scheme is those taxpayers who have filed an appeal with 

Income Tax Appellate Tribunal, The Commissioner (Appeals), High Court or Supreme 
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Court for resolving the disputed tax, disputed interest, or disputed penalty matters. 
Initially, the scheme extended from March 31, 2020, to June 30, 2020, which was then 
extended to December 31, 2020, and then again to January 31, 2021. Recently, the 
Central Board of Direct Taxes extended the deadline to February 28, 2021. They can 
avail of the benefit under the scheme only till March 31, 2021.  

3. Disputed Tax has been defined under section 2(1)(j) of the Direct Tax Vivad se 

Vishwas Act as the income tax which is required to be paid by the appellant as per the 
Income Tax Act, 1961 provisions. Section 2(1)(f) of the Direct Tax Vivad se Vishwash 

Act, 2020 defines the term Disputed Fee as the fee in respect of which an appeal is 

filed and which is defined under the Income Tax Act. Disputed Interest and Disputed 
Penalty has also been defined under Section 2(1)(h) and section 2(1)(i) respectively. The 

same act also defines  Tax Arrear under section 2(1)(o) which are unpaid taxes that are 

due to the government.  

Once nature and amount to be paid under tax arrear are determined then the amount payable 
under the scheme is calculated. There are certain cases defined under section 9of the Direct Tax 
Vivad se Vishwas Act, 20202,  where the provision of this act will not apply. The Prosecution 
related issue has been given under Section 9(a)(ii), 9(c), and 9 (d) of the act. In case there is 
undisclosed foreign income and assets then the declaration is not allowed to be made under this 
act (section 9(a)(iii)). 

a) SALIENT FEATURES 

⮚ Important dates relating to opening, closing, payment, etc are mentioned. 

⮚ The categories of eligible taxpayers to resolve the disputes are given. 

⮚ The terms of payment are included in the scheme which contains provisions for the 
amount to be paid. 

⮚ The categories of both eligible and excluded taxpayers are given in the act. 

⮚ Various consequences such as the immunities, benefits, etc are given. 

⮚ It has also talked about the power distribution under its ambit, i.e., delegated legislation. 
 

b) PROCEDURE TO FILE DECLARATION 
There is an electronic procedure for filing declaration under the Direct Tax Vivad se Vishwas 
Act on the website www.incometaxindiaefiling.gov.in, which may be summarised as: 

⮚ Go to the Income Tax portal and log in. 

http://www.incometaxindiaefiling.gov.in/
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⮚ Then click on the Vivad se Vishwas tab. 

⮚ Prepare and submit the Direct Tax Vivad se Vishwas Scheme (DTVSV) Form. 

⮚ Then you need to select the year and the type of filing. 

⮚ Correctly fill Form 1. 

⮚ Then fill Form 2 as the final submission. 

⮚ Then properly file the documents needed with DSC or EVC as required. 

⮚ Then in Form 3, which is issued by the Income Tax Department, payment should be 
made within 15 days. 

⮚ Then the department will issue the order for settlement. 

If the declarant fails to pay the amount determined in Form-3 within fifteen days from the date 
of receiving the Certificate in Form-3 then it would be presumed that declaration was never 
made. 

c) CONSEQUENCES 

⮚ As a consequence of such declaration and after fulfilling all conditions, there should be 
the withdrawal of all the appeals, writs, arbitration and SLPs by both the taxpayer and the 
department. 

⮚ Under the Income-tax Act, immunity to be given concerning matters mentioned in the 
declaration from levy of interest, penalty, and institution of any proceeding for 
prosecution for any offence. 

⮚ There should be a refund without any interest in case of excess payment being made 
before filing the declaration. 
 

d) EXTENSION OF DEADLINE: 
Ministry of Finance extended the last date of making payment from 31st December 2020 
to 31st March 2021 under this tax dispute settlement scheme known as Vivad se Vishwas 
Scheme for those persons who have appealed for it on or before 31st December 2020. 
 

e) BENEFITS:  
This scheme has benefitted both the taxpayers and the government by providing the 
solution for resolving the disputes related to direct taxes which aims at releasing the huge 
amount which is locked up in such tax disputes. It is a one-time such settlement scheme 
which is introduced by the central government to minimise the huge pendency of tax 
legislation at various level.  
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As per the official information, the income tax department was successful in solving 
almost 35,000 cases under the Direct Tax Vivad se Viswash Scheme, thus was able to 
achieve its aim of resolving tax disputes to a certain extent. This scheme has led to the 
reduction of the legal burden pertaining to taxes.  

III. CAIRN ENERGY-GOVERNMENT DISPUTE 
AND VIVAD SE VISWASH SCHEME 

 

Recently, an arbitration award of Rs 8,000 crore has been passed against India in Cairn 
Energy case by Permanent Court of Arbitration at The Hague in December 2020. It is 
related to retrospective tax demand, against which Indian government decided to file an 
appeal for contesting its sovereign rights to tax. The court said that the retrospective tax 
demanded from Cairn energy is against the bilateral treaty between India and UK which 
breaches the “guarantee of fair and equitable treatment”.  

The Indian government had brought the tax amnesty scheme named Vivad se Viswash 
Scheme where a viable option was provided to Cairn Energy Plc to resolve its 
retrospective tax dispute quickly. It could have reduced the total tax liability of the 
company by around 50% in addition of waiving interest and penalties. The government 
and company could have discussed the Vivad se Viswash scheme as a viable solution. It 
was said that the resolution under this could have benefitted bot the company and the 
government from savings perspective and global perspective respectively. 

As the government has decided to file an appeal so this dispute will go on and money 
would be locked up which would be a loss for both the government and the Cairn 
Energy. Thus, the most viable option seems a settlement between both the parties and 
pay the requisite amount under Vivad se Viswash scheme for the benefit of both. 

 

IV. SOME ISSUES IN VIVAD SE VISHWAS 
SCHEME 
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⮚ The cases where an appeal is pending to be filed as on the date specified and whose time 
limit to file the appeal is still left has been excluded from getting the benefit under this 
scheme’ 

⮚ The cases which are pending before the Dispute Resolution Panel as of the specified date 
has also been excluded from its ambit. 

⮚ Only the cases whose appeal is pending before appellate forum comes within the ambit 
of the DTVSV Scheme, while other cases in which similar disputes may arise in coming 
time cases pending before assessing officer has also been excluded. 

⮚ The cases which are pending before Commissioner (Appeals) whose notice of 
enhancement under section 251 of the IT Act has been issued on or before the specified 
date. 

⮚ In case tax demand is arithmetically not correct then there is no option to contest any 
such mistake. 

⮚ There is difficulty in making payment before the specified date due to the time lag 
between the date of filing of declaration and issuance of order which determines the 
amount of tax to be paid. 

⮚ There are issues regarding the refund of the extra amount paid. 
 
 

V. RECOMMENDATIONS 
 

⮚ There should be a clear provision for a refund of the amount paid in case the 
application of the applicant is rejected. 

⮚ There must be some procedure for reconciling the calculation in case of 
controversies on a certain platform where taxpayers can approach. 

⮚ The appeals which were filed before 31st December 2020 should be allowed in 
case it has been delayed. 
There are many more lacunas that can be worked upon and necessary 
amendments can be passed by Parliament to make the scheme more broad and 
inclusive. 
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VI. CONCLUSION 
 

The Vivad se Vishwas Scheme would undoubtly help the taxpayers and it will also lead to 
expeditious settlement of the disputes related to tax claims. This settlement between taxpayer 
and Central Board of Direct Taxes (CBDT) is a step in right direction for resolving the direct 
tax disputes. It will be beneficial for government too as it will help in recovering the locked 
up amount in such tax disputes. Apart from the benefits that this scheme brings over all such 
previous scheme, there are certain lacunas. The issues inherent in it needs to be resolved with 
the help of recommendations provided above for making it even more better. 
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