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68. Composition of offences. - (1) Where a person or a dealer is charged 
under this Act with the offence of avoidance or evasion of tax in any manner 
and at any time; he may make an application in the prescribed form and 
manner to the Deputy Commissioner (Administration) having jurisdiction, 
admitting his offence and making request therein for composition of the 

of 	in lieu of penalty or prosecution. 
(2) The Deputy Commissioner (Administration) may, whether or not an 
assessment order under any section of this Act has been passed, accept from 
thi person who made the application under sub-section (1), by way of 
composition of the offence in lieu of penalty or prosecution a sum equal to of 
th amount of tax avoided or evaded. 
(3) Notwithstanding anything contained in sub-sections (1) and (2), on an 
application by a person admitting the offence committed by him under sub-
section (8) of section 75 or under sub-section (6) or (9) or (11) of section 76, 
the officer authorized under sub-section (4) of section 75 or the officers 
authorized under sub-section (4) of section 76 or Incharge of a check-post, as 
the case may be, may accept composition money from such person in lieu of 
penalty or prosecution, which shall be,- 
(a) in case of offence committed under sub-section (8) of section 75 or sub- 
section (6) of section 76, equal to the amount of four times of the tax leviable 
on the goods involved or twenty five percent of the value of such goods, 

whichever is less; 
(b) in case of offence committed by him under subsection (9) of section 76, 
equal to fifteen percent of the value of the goods; 
(c) in case of offence committed under sub-section (11) of section 76, equal to 
twenty five percent of the value of such goods. 
(4) The composition of any offence in lieu of penalty or prosecution under 
sub-section (2), shall be without prejudice to the liability of the person or 
dealer, charged with the offence, to pay the tax with interest so avoided or 
evaded or wrongly credited by him. 
(5) On the payment of the amount of composition determined under sub-(50 

 (2) and (3), no further proceeding under the provisions of this Act for 
imposition of penalty or launching of prosecution for the same offence, shall be 

initiated. 
(6) Notwithstanding anything contained in section 51, no amount of 
composition accepted and no amount of interest levied under this section, shall 
be waived or reduced by the Commissioner. 
(7) Notwithstanding anything contained in section 82, no appeal shall lie or 
subsist against an order of composition made under this Act. 

TffZPT 1EA ZTM 68(7) 	3T1I'< TI1l auku * f~t),5 3 	T 3TfTtTI 

10. 	T tIT 	9I'1411 P'd 	3EJ 1III 	Phasalkar Liquor Agency Vs 

Commercial Tax Officer, Intelligence-II, North Zone, Belgaum (1999 Vol. 114 STC page 
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The process of compounding an offence is in substitution of a trial by 

the competent court, the only difference between the two being that 

in the case of composition of offences, the issue gets resolved on the 

basis of an agreement between the parties whereas in the case of a 
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trial, it is the judgment of the court on contest that sets the matter at 
rest. Once, therefore, the party accused of the violations under the 
Act, comes forward to make an offer for composition, all that the 
authority competent to compound the same is required to examine is 
whether the offer should be accepted keeping in view the nature of 
the offences alleged and if so, the terms, as regards the composition 
fee at which such an offer should be accepted. It is only if the 

authority accepting the offer proposes a higher amount than what is 
offered by the dealer that a response from the dealer may become 
necessary. In cases where the amount proposed by the dealer is 

acceptable to the authority, there is no need nor any rationale behind 
insisting upon the issue of a notice to the dealer before making a 
composition order. Acceptance of the offer made by the dealer in 
compounding the offences departmentally, which has the effect of 
acquitting the dealer of the penal liability attached to his acts of omission 
and commission cannot be treated to be an adverse consequence which 

may necessitate the issue of a prior notice. 
If the charge against the dealer is that he has failed to keep true and 

complete accounts, after the offence is compounded, it is no longer open 
to the dealer to turn round and say that the accounts maintained by him 
were true and complete and therefore there was no occasion for levy or 
collection of any composition fee. Similarly, if the charge against the 
dealer is that he has fraudulently evaded the payment of tax due under 

the Karnataka Sales Tax Act, 1957 and committed an offence contrary to 

section 29(2)(c) an offer for composition made by him would imply that 
he admits the facts which constitute such a fraudulent evasion. Any such 
admission which becomes the basis of an order of composition, 
tantamount in law to the acquittal of the dealer from the charge against 
him, cannot be withdrawn by the person making the same, except in 

cass where the admission is found to be vitiated by fraud or any other 

legal disability. Generally speaking such withdrawals cannot be 
permitted in the courts' writ jurisdiction under article 226 particularly 
when the same involve disputed questions of fact and have the effect of 
depriving the department of the option of prosecuting the dealer which it 
would have done but for the order of composition made at his instance. 

Having benefited from an order invited by him by inducing the 
department to agree to a composition, the dealer cannot avoid the 

consequences by merely contending that the basis on which the 
composition had been offered by him and accepted by the prescribed 

authority, did not exist. 
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Rajasthan Value Added Tax Act, 2003 section 68(3), 68(7)- Rajasthan 
Sales Tax Act, 1994, Section 72(6) - Composition of offences - While 
allowing the appeal of the Revenue, the Rajasthan Tax Board held that :- 
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"(1) According to section 72(6) of the Rajasthan Sales Tax Act, 1994 and 

principles laid down in the matter of Messrs. Panney chand Ramgopal, 
Shri Doongargarh, (9 Tax Update 9), the appeal is not capable of being 
heard. (2) The Rajasthan Tax Board further held that provisions of 
section 72(6) of the RST Act, 1994 are almost identical to section 68(7) 
of the Rajasthan Vat Act, 2003 and (3) so far as the question of pressure 
for filing the application for composition is concerned, on record there 
does not appear any fact on the basis of which it can be ascertained that 
there was any pressure on the respondent because in such situation of 
pressure, the complaint could have been filed after contacting the senior 

officers." 	 _______  
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