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CASE NO. :

Speci al Leave Petition (civil) 21435 of 2006

PETI TI ONER

Raj esh Kumar Shar ma ... Petitioner
RESPONDENT:

Union of India & Os. ... Respondent s

DATE OF JUDGVENT: 02/02/2007

BENCH
Dr. ARIJIT PASAYAT & S. H. KAPADI A

JUDGVENT:
JUDGMENT

Dr. ARIJI'T PASAYAT, J.

Though we are not granting |leave, in view of re-iteration
of plea taken in this special |eave petition in several cases, the
petition is being di sposed of by a detailed order

Chall enge is to the order passed by a Division Bench of

the Del hi H gh Court dismssing the wit petition filed by the
petitioner. Challenge in the wit petition was to the order
dated 28th July, 2006 passed by the Chief Comm ssioner of
Custons, Cujarat Zone, Ahnedabad.

Background facts in a nutshell are as foll ows:

Petitioner had applied for conmpoundi ng of an of fence

conmitted by himunder Section 135 (1)(a) of the Custons

Act, 1962 (in short the "Act’). After considering the application
filed by the petitioner, the Conmpounding Authority allowed the
application and i nposed compoundi ng anmount of Rs.

10,00,000/-. In the wit petition stand taken by the petitioner
was that the compoundi ng anpbunt as fixed is beyond the

permssible limt. This plea was rejected by the H gh Court.

In support of the petition, it has been stated that the
extent of compoundi ng anpbunt as fixed by the Conpoundi ng

Aut hority was beyond the permssible [imt. It is submtted
that market val ue of the goods which had not been declared
was Rs. 8,45,176/- and therefore it should have been 20% of
the said narket val ue.

It is stated that since the purpose of compounding is to
prevent unnecessary litigation, if the interpretation given by
the H gh Court that the quantum has to be upto 20% of the

nmar ket val ue of the goods or upto Rs.10,00,000/- whichever

is higher is accepted same woul d be counter productive.

The gui del i nes for compoundi ng are contained in the

Circul ar No. 54/ 2005-Cus dated 30th Decemnber, 2005. Centra
Government had brought into force the Custons

(Compoundi ng of O fences) Rules 2005 (in short the 'Custons

Rul es’) and Central Excise (Compoundi ng of O fences) Rules,

2005) (in short the '"Central Excise Rules’) with effect from30th
Decenmber, 2005. The purpose of conpoundi ng of offence
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agai nst paynent of conpoundi ng anount is to prevent
litigation and encourage early settlenment of disputes. The
cases where conpoundi ng woul d be rejected are al so spelt out
inthe said circular. The relevant Rule is Rule 5 of the
Custons Rul es which so far as relevant reads as foll ow

Fi xation of the Conpoundi ng Anount- For

the purpose of conmpoundi ng of offences under

the various provisions of the Act, the

conpoundi ng anmount shall be as provided

her ei nbel ow: -

(1) \026 (3) XXX XXX XXX
(4) O fence specified under Upto twenty per-
Section 135(1) (a) of the cent of market
Act . val ue of the goods

or Rupees ten | akhs

whi chever is higher.

(5) \026 (7) XXX XXX XXX
(Underlined for enphasis)

The crucial words in the Rule-are "whichever is higher".
According to | earned counsel for the petitioner, the word
to" applies to both 20% of the market value of the goods or
Rupees Ten Lakhs. /This interpretation as suggested is clearly
unacceptable. |If the interpretation suggested is accepted, it
woul d render expression "whichever is higher" redundant.

The inevitable conclusion is that the petition lacks nerit,
deserves dism ssal, which we direct:

up




