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SETTLEMENT COMMISSION 

Question 1 
Briefly explain whether the following statements are correct with reference to the Central 
Excise Act, 1944:-. 
(i) Time limit for passing of the settlement order in terms of section 32F(6) is nine months 

from the last day of the month in which the application was made and no extension of this 
period is permissible. 

(ii) As per section 32-O, an assessee cannot apply for settlement more than once. 
  (2 x 2 = 4 Marks) (May 2011) 

Answer 
(i) False.  Proviso to section 32F(6) provides that Settlement Commission can extend time-

limit for passing of the settlement order for a further period not exceeding three months 
for reasons to be recorded in writing by the Settlement Commission. 

(ii) False.  Section 32-O provides that the assessee is entitled to apply for settlement more 
than once. 

Question 2 
An assessee made an application under section 32E of the Central Excise Act, 1944 to the 
settlement commission. The settlement commission was not satisfied saying that the applicant 
had not made a true and full disclosure of his duty liability and the manner in which same was 
arrived at was also not correct and rejected the application. The assessee contended that 
obligation to make truthful disclosure of duty liability would arise only after the application was 
admitted and not before that. Is plea taken by the assessee acceptable in law?  Explain in 
brief, with the help of a decided case law, if any. (5 Marks) (May 2010) 

Answer 
The plea taken by the assessee is not acceptable in law.  The matter of the case is similar to 
the case of Customs & Central Excise Settlement Commission v. Mars Therapeutics & 
Chemicals Ltd. 2008 (223) ELT 363 (HC). The High Court held that the application made 
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under section 32E of the Central Excise Act, 1944 could be admitted and proceeded with only 
when Settlement Commission is satisfied that the applicant has made true and full disclosure 
of the duty liability and the manner in which the same was arrived at. 
The High Court clarified that the onus is on the applicant to make full and true disclosure of 
the duty liability and the manner in which the same was arrived at. And the Settlement 
Commission will admit the application only when the Commission is satisfied on the true and 
full disclosure of the duty liability and the manner it was arrived at. The High Court also 
clarified that the object behind the enactment of the provisions of Settlement 
Commission is the creation of a forum of self surrender and true confession and to 
have matter settled once for all. The Settlement Commission is not a forum to challenge the 
legality of the order passed under the provisions of the Act. The Settlement Commission, in 
the case on hand, having found that the applicant did not fully satisfy the mandatory 
requirements of full and true disclosure of its duty liability, can reject the application. 

Question 3 
The assessee’s premises were searched by the Anti Evasion wing of the Excise Department.  
A show cause notice was issued alleging that the assessee had cleared goods without the 
cover of duty paid invoice and without accounting the same in the stock register.  The 
assessee was required to pay the duty demanded with interest.  The assessee filed an 
application before the Settlement Commission to put an end to the litigation and buy peace.  
The application was dismissed by the Settlement Commission on the ground that the petitioner 
in its petition had not admitted the entire duty liability.  The assessee's contention is that 
Department is yet to substantiate the allegations made in the show cause notice and the 
dismissal order is not correct in law.  Briefly discuss, with a note, whether the action of the 
Settlement Commission is correct in law. (5 Marks) (Nov 2009) 

Answer 
The dismissal order is valid in law. In case of Cus. & C.Ex. Settlement Commission v. 
Mars Therapeutics & Chem. Ltd 2008 (223) ELT 363 (AP), the High Court held that an 
application made under section 32E of the Central Excise Act, 1944 could be admitted and 
proceeded with only when Settlement Commission was satisfied that the applicant had made a 
full and true disclosure of duty liability and the manner in which same was arrived at.  The 
assessee’s plea that obligation to make truthful disclosure of duty liability would arise after 
application was admitted and not before and that Revenue was required to first establish the 
stand taken in show cause notice, was not acceptable. 
HC further clarified that it was only when the Settlement Commission was satisfied that the 
applicant had made a full and true disclosure, the application could be admitted and 
proceeded with.  This was for the reason that the object behind the enactment of the 
provisions relating to settlement was the creation of a forum for self- surrender.  The 
Settlement Commission was constituted as an extraordinary measure for providing an 
opportunity to such persons to make a true confession and to have matters settled once for 
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all.  The Settlement Commission was not a forum for challenging the legality of orders 
passed under the provisions of the Act.  The Settlement Commission, in the case on hand, 
having found that the applicant-petitioner did not fully satisfy the mandatory requirements of 
full and true disclosure of its liability, was justified in rejecting the application.  Thus, the 
validity of the dismissal order was upheld by the Court. 
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