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HEADNOTE
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B. P. JEEVAN REDDY, J.

Leave granted in Special Leave Petitions.

The respondent-M s. Bangal ore Wre Rod MII inported
a 'high reversible mll’ in the year 1982. On Novenber 11
1982, he warehoused the said goods w thout paying duty as
contenpl ated by Sections 58 and 59 of the Custonms Act, 1962
[the Act]. On March 7, 1985, the authorities issued a notice
to the respondent to clear the goods from the warehouse
within fifteen days of the said notice after paying duty due
thereon. The respondent, however, did not clear the goods
until September 9, 1988 on which day he paid a duty of Rs.
1.40 crores and interest of Rs.81.49 |akhs as demanded by
the authorities. Having cleared the goods, the respondent
filed a wit petition in the Karnataka Hi gh Court contendi ng
that levy of interest from Novenber 11, 1983 upto the date
of clearance of the goods from the warehouse and that too
treating the rate of duty as ninety percent is contrary to
| aw and wunsustainable. It asked for refund of excess anmount
of interest collected fromit. Its case was that the initial
war ehousi ng period was for three years and, therefore, the
interest, if at all, should be charged only for the period
after the expiry of the said three years’ period. The wit
petition was heard and di sposed of by a | earned Single Judge
agai nst whose decision both the respondent and the Union of
India filed wit appeals. The Division Bench of the
Karnat aka H gh Court disposed of the wit appeals with the
foll owi ng directions:

"(a) The respondents are directed

to reconmpute the anpunt of interest

payable by the petitioner at the

prescribed rate with effect from

22.3.1985 upto 9.9.1988 on the

basi s of the amount of custons duty

which the petitioner would have
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been liable to pay to the Centra

Government at the rate, which was

prevailing during the different

peri ods bet ween 22.3 85 to

9.9.1988;

(b) After conputing the tota

amount of interest payable for the

entire period as directed above,

the respondents shall refund the

bal ance of the ampunt of interest

collected fromthe petitioner."”

The judgrment of the Division Bench is being questioned
both by the Union of India and by the inmporter in these
appeal s.

For a proper appreciation of the questions arising
herein, it 1is necessary to state a few nore facts: on the
date of warehousing the goods; the rate of custons duty
chargeable on the inported goods was forty percent ad
val orem The rate of duty was being raised fromtine to tine
and on  Septenber 9, 1988, the date on which the goods were
cleared from the warehouse, the rate of duty was ninety
percent. The Act, as in force at the relevant tine,
permtted an inporter either to clear the goods imredi ately
on their inport or to warehouse themw thout paying the
duty. The warehousing of the goods w thout paying the duty
was, however, subject to certain conditions specified in
Section 59. Sub-section (1) of Section 59, which alone is
rel evant for our purposes, read thus at the relevant tine:

"59. Warehousing bond-- (1) The

i mporter of any  dutiable goods

whi ch have been entered for

war ehousi ng and assessed to duty

under Section 17 or Section 18

shal | execute a bond bi'ndi ng

hinself in a sumequal to tw ce the

amount of the duty on such goods;

(a) to observe all the provisions

of this Act and the Rules and

Regul ations in respect of . such

goods;

(b) to pay on or before a date

specified in a notice of denands,

all duties, rent and char ges

cl ai mabl e on account of such goods

under this Act, together with

interest on the same fromthe date

so specified at the rate of six

percent per annum or such other

rate as is for the tine being fixed

by the Board; and

(c) to di scharge all penalties

incurred for violation of t he

provisions of this Act and the

rul es and regulations in respect of

such goods."

A reading of Section 59(1) shows that an inmporter who
seeks to have the inported goods warehoused has to first
have the goods assessed under Section 17 or Section 18, as
the case my be, and then execute a bond binding hinself to
pay doubl e the amount of duty assessed on the said goods and
undertaking "to pay on or before a date specified in a
notice of denand all duties, rent and charges cl ai nabl e on
account of such goods under this Act, together with interest
on the same from the date so specified at the rate of six
per cent per annum or such other rate as is for the time
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being fixed by the Board". O ause (a) of sub-section (1) of
Section 61, as obtaining on the date of warehousing of the
said goods, [it is not disputed before us that the inported
goods represent "consumable stores" w thin the meaning of
Section 61(1)(a)] prescribed a period of three years beyond
whi ch the inported goods could not be warehoused. On May 13,
1983, however, this clause was anended and the period of
three years was reduced to one year. Sub-section (2) of
Section 61 [as inserted by Act 11 of 1983] read as foll ows:

"(2) \Where any warehoused goods

remain in a warehouse beyond the

period of one year or three nonths

specified in clause (a) or clause

(b) of sub-section (1) by reason of

the aforesaid period or otherw se,

i nt erest at such rate, not

exceedi ng ei ghteen per cent per

annumas is for the time being

fixed by the Board, shall be

payable on the amount ~of duty on

t he war ehoused goods for the period

fromthe expiry of” the period of

one year or as the case my be,

three nonths, till the date of the
cl earance of /the  goods from the
war ehouse.

Provi ded that the board nay,

if it considers it necessary soto

do in the public interest, by

speci al or der and under

ci rcunst ances of an _exceptiona

nature to be specified in such

order, to whole or part of _any

i nterest payable wunder this  sub-

section in respect of any

war ehoused goods."

We have referred to sub-section (2) of Section 61 for
the reason that it was relied upon by the appellant before
us, though, in our opinion, it is not really relevant herein
as we shall point out presently.

In this case, the respondent did execute a bond as
contenpl ated by Section 59(1) while warehousing the goods on
Novermber 11, 1982. Though the period of three years
prescribed in Section 61 (1)(a) was reduced to one year by
an Anendnment Act with effect from My 13, 1983, neither the
respondent cleared the goods nor the authorities issued a
demand notice wthin one year from My 13, 1983. Only on
March 7, 1985 did the authorities issue a notice to the
respondent calling upon himto clear the goods on paying the
appropriate duty. Now, according to the Act, the duty
payabl e would be the duty in force on the date of “cl earance
fromthe warehouse and not the date in force on the date of
import or on the date of warehousing. For one or the other
reasons the respondent did not clear the goods imrediately
but cleared themonly on Septenmber 9, 1988. He paid the duty
at the rate of ninety percent and that aspect is no | onger
in issue herein. while learning the goods, the authorities
demanded and collected interest on the said amount of duty
for the period conmrencing from Novenmber 11, 1982 to
Septenmber 9,1988. It is this aspect which alone is in
di spute between the parties in these appeals. The D vision
Bench of the High Court has held that the interest is
chargeable only for the period March 22, 1985] on expiry of
fifteen days fromthe date of notice dated March 7 1985] to
Septenmber 9,1988. The Division Bench has further directed
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that interest shall be calculated taking the rate of duty in
force from time to time during the said period. The State
has preferred these appeals contending that (1) it is
entitled to interest from Novenber 11, 1982 and (2) the
i nterest should be charged calculating the duty a ninety
percent for the entire period Novenmber 11, 1982 to Septenber
9, 1988.

W do not think that the claimof the appellant is
sustainable in | aw. The | anguage of Section 59(1) (b), as it
stood at the relevant tines unanmbiguous. |t says that the
i mporter shall have to execute a bond undertaking interalia
to pay interest from the date specified in the notice of
demand. Wt have already extracted clause (b) in ful
herei nbefore. The liability to pay interest arises only
after the expiry of the period prescribed in the notice of
demand. It has been held by the H gh Court that the present
matter is not governed by Section 61(2) as it stood at the
rel evant times but by Section 59(1) alone. Indeeds it is
submitted that™ when the respondent applied for extension of
time of warehousing under Section 61(2), the Governnment told
it that the said provision had no-application and hence,
time cannot be thereunder. Once that is so we nust go by
what Section 59(1) says. According to it the duty becane due
on issuing the notice of denmand. The notice prescribed
fifteen days for/ paynment. Interest s chargeable only
thereafter as hold by the Hi gh Court, which, in our opinions
is a reasonabl e way of understandi ng the provision. Secondly
we see no justification or legal basis for the appellants
plea that the interest nmust be paid taking the rate of the
duty at ninety percent  for the said entire period. As a
matter of facts the rate of duty on the said goods was not
ninety percent throughout the period March 22,1985 to
Septenber 9, 1988. It was varying . The Hgh Court’s
direction, therefore to take the-actual rate fromtine to
time is a reasonable one. W are, therefore of the opinion
that the judgment of the High Court does not call for any
interference. The appeals are accordingly dismssed . No
cost s.




