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FAQ ON “ALTERNATE DISPUTE RESOLUTION
MECHANISM UNDER SERVICE TAX"

Q. What is the alternate dispute resolution mechanism under Service Tax by the Settlement
Commission?

A. It is a quicker and cost-effective way to resolve disputes between taxpayers and the tax
authorities outside the traditional court system.

Q. What are the benefits of using the alternate dispute resolution mechanism?

A. The benefits of using the alternate dispute resolution mechanism include faster resolution
of disputes, reduced litigation costs, and reduced time and effort spent on dispute resolution.
The Commission may also grant immunity from Prosecution, waive wholly or in part imposition
of penalty, fine etc. against the main applicant as well as co-applicant based on the merits
of the case.

Q. What types of Service Tax disputes can be resolved through the alternate dispute resolution
mechanism?

A. All types of Service Tax disputes including Offence cases where a Show Cause Notice has
been issued and the case is yet to be adjudicated canbe resolved through the alternate
dispute resolution mechanism. No application camfoe moved inthe Settlement Commission
if the adjudication order has been issued. ) .

Q. What type of Service Tax Cases are excluded from the purview of the Settlement
Commission?

A. Following category of cases are excluded from the purview of the Seftlement Commission:

a. Cases where no return has been filed (Provided that the Settlement Commission, if it is
satisfied that the circumstances exist for not filing the returns, allow the application to make
such application).

b. Cases where no Show Cause Notice has been issued to the applicant.
c. Cases where the Service Tax is below Rs. 3 lakhs.

d. Cases which are pending with the Commissioner (Appeals), Appellate Tribunal or with a
Court at the time of making the application.

e. Cases involving De novo proceedings.
f. Cases involving Classification issues.
Q. How does the alternate dispute resolution mechanism work?

A. The alternate dispute resolution mechanism involves submitting an application in a
prescribed format along with fees of Rs. 1000/- per application to the Settlement Commission
which may refer the application to Commissioner (Investigation) who examines/verifies/
investigates it before a hearing is fixed in the matter. The Settlement Commission may also
seek the opinion of technical experts and may settle the dispute through an order.




Q. What happens if the Settlement Commission passes an order in favour of the applicant?

A. If the Settlement Commission passes an order in favour of the applicant, the applicant is
required to pay the tax, interest, and penalty as per the order within 30 days of the receipt of
the order.

Q. Can the order passed by the Settlement Commission be challenged?

A. No, the Order of Settlement Commission cannot be appealed against by the tax payer as
well as the department. However, Hon'ble High Court may admit writ at the discretion if the
order is passed contrary to the provisions of Acts or Rules.

Q. What happens if the applicant does not comply with the order passed by the Settlement
Commission?

A. An applicant is required to pay, within 30 days of receipt of a copy of the order, the duty,
interest, fine and penalty payable in pursuance of the final order, if any. If such amount is not
paid by the applicant within stipulated period, the amount shall be recovered along with
intferest due by the Jurisdictional Officers. Immunity granted against prosecution will also
stand withdrawn.

Q. Can the taxpayer file a fresh application with the Settlement Commission for the same
dispute?

A. No, the taxpayer cannot file a fresh.application withethe.Settflement Commission for the
same dispute once an application hasbeen rejec‘-’req ortheorderhas been passed.

Q. Can the applicant request for a personal hearing before the Settlement Commission?

A. Yes, the applicant can request for a personal hearing before the Settflement Commission,
and the Commission may allow it if it deems fit.

Q. Can the applicant attend the personal hearing virtually?

A. Yes, for conducting virtual hearings, vide Circular dtf. 24.01.2023, the Commission has put
in place a secure video conferencing solution.

Q. What is the time limit for passing an order by the Settlement Commission?

A. The Setftlement Commission is required fo pass an order within nine months from the last
day of the month in which the application was made (which can be extended by another 3
months).

Q. Is the dalternate dispute resolution mechanism under Service Tax by the Settlement
Commission mandatory?

A. No, the alternate dispute resolution mechanism under Service Tax by the Settlement
Commission is not mandatory. It is optional, and the taxpayer can opt for it if they deem fit.

Q. Is Settlement Commission empowered to grant immunities against Prosecution, fines and
penalties?

A. Yes, the Commission is duly empowered to grant immunities against prosecution, fines and
penalties, where deemed fit.




Q. Are the proceedings before the Settlement Commission Judicial Proceedings?

A. The proceedings before the Settlement Commission shall be deemed o be a judicial
proceeding within the meaning of Section 193 and 228, and for the purposes of Section 196
of the Indian Penal Code.

Q. Does the power of the Settlement Commission includes atachment of any property of the
applicant?

A. Yes, the Settlement Commission may attach property of the applicant provisionally for
protecting the interests of the revenue during the pendency of any proceeding.

Q. How can | get more information about the alternate dispute resolution mechanism under
Service Tax by the Settlement Commission?

A. You can visit the official website (https://settlementcommission-cest.gov.in/) of the
Setftlement Commission or contact the Office of Commissioner (Investigation) at all the
benches of the Settlement Commission for more information and assistance regarding the
alternate dispute resolution mechanism.

Q. What is the address of the Additional Bench of Settlement Commission in Chennai?

A. The address of the Settflement Commission in Chennai is Il Floor, Narmada Block, Custom
House, 60, Rajaji Salai, Chennai-600 00 1' (Email id_—se’r’rcbmm.Tnchn@nic.inL

DISCLAIMER- This FAQ is only for the purpose of awareness among the taxpayers but do not
entail any right/claim before any department/legal authorities.
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