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March 12, 1996

TO      :   Customhouse Brokers, Importers and Others Concerned

SUBJECT :   Interest Rules

This pipeline is informational only.  It presents an overview of  the interest rules pertaining
to the liquidation of import entries.  

Affect of the Mod Act

Title VI (Customs Modernization) of the NAFTA Implementation Act amended 19 U.S.C.
1505 to provide that any underpayment or overpayment of duties and fees determined at
liquidation or reliquidation shall be billed or refunded together with interest running from the date
the duties and fees were due.

This primarily means that any change to "estimated duties" now requires an interest
assessment from the date the duties and fees were due (or deposited) to the date of liquidation. 
This amendment applies to entries dated on or after December 8, 1993. 

The Mod Act legislation also amended the grace period for payment of supplemental duty
bills.  The new legislation requires supplemental duty bills to be paid within 30 days after issuance, 
rather than 45 days.  This amendment also applies to entries dated on or after December 8, 1993.    

Interest Rates

The rates on underpayments and overpayments are the applicable statutory rates
established under 26 U.S.C. 6621.  Listed below are the rates for specific time periods:

Begin   End    Bill       Refund   
Date     Date      Rate       Rate    
01/01/88 03/31/88 11.00     10.00 
04/01/88 09/30/88 10.00     09.00 
10/01/88 03/31/89 11.00     10.00 
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04/01/89 09/30/89 12.00     11.00 
10/01/89 03/31/91 11.00     10.00
04/01/91 12/31/91 10.00     09.00 
01/01/92 03/31/92 09.00     08.00 
04/01/92 09/30/92 08.00     07.00
10/01/92 06/30/94 07.00     06.00 
07/01/94 09/30/94 08.00     07.00 
10/01/94 03/31/95 09.00     08.00 
04/01/95 06/30/95 10.00     09.00 
07/01/95     ---       09.00     08.00

Compounding

Interest is compounded daily.  This is a statutory requirement under 26 U.S.C. 6622.

Overview of Specific Interest Provisions

Below is an overview of the specific interest provisions contained in Customs statutes and
other agency laws.  

26 USC 6611(a) Under/Over Payments of Taxes          

- Interest is assessed or paid upon liquidation or reliquidation...

-  from the date estimated taxes were deposited (or due), to the date of liquidation or      
reliquidation.

19 USC 1677g Under/Over Payments of AD/CVD      

Effective 1/1/80, for entries or withdrawals for consumption dated on or after the date of
publication of an AD/CVD "order" 

-  interest is assessed or paid upon liquidation or reliquidation...

-  from the date estimated AD/CVD was deposited (or due), to the date of liquidation or    
reliquidation.

19 USC 1505(b)  Under/Over Payments of Duties & Fees           

For entries dated on or after 12/8/93

-  interest is assessed or paid upon liquidation or reliquidation...

-  from the date duties & fees were deposited (or due), to the date  of liquidation or     
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reliquidation.

19 USC 1520(d) Refunds of "Increased" Duties & Fees Billed     
         on a Previous Liquidation

For entries dated prior to 12/8/93 

-  if the original liquidation was on or after 11/29/84, interest is paid upon reliquidation...

-  from the date the bill was paid, to the date of reliquidation or summons filing.

19 USC 1505(d) Delinquent Supplemental Duty Bills             

For entries dated on or after 12/8/93

-  bills are due 30 days after issuance; if delinquent, interest will accrue...
     

-  from the date of the bill, in 30-day periods, except that no interest will accrue during     
the 30-day period during which the bill is actually paid.

(For entries dated prior to 12/8/93, bills must be paid within 45 days after issuance; if
delinquent, interest accrues from the 15th day after issuance).

28 USC 2644 Orders of the Court of International Trade                        

For summons filed on or after 11/1/80 

-  interest is paid upon issuance of the refund...

-  from the summons filing date to the date of  the refund.

Questions and Answers

Below are several common questions involving interest rules and their application by Customs.

1. One of my entries was reliquidated based upon an approved protest.  The issue involved an
overpayment of "estimated duty" on an entry filed in 1992.  Interest was not included in the
refund.  Why not?

   For entries dated prior to December 8, 1993, interest is payable on refunds of "increased or
additional duties" assessed at the time of liquidation, and not on refunds of estimated duties
paid at the time of entry summary filing (19 U.S.C. 1520(d)).

2. My client paid a bill late, so his payment included both the increased duty charge and 
interest as a result of the untimely payment.  The rate advance was protested.  If the protest
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is approved, will the refund include interest on both the bill amount and the late-payment
interest?

   Yes.  The refund will include interest on both the principal amount of the bill and the late-
payment interest, calculated from the date the bill was paid to the date of reliquidation.

3. Is interest paid on drawback payments?

   No.  Interest on drawback payments is not provided for under the interest statutes. 
However, any bills issued due to differences between accelerated payments and liquidated
amounts must be paid timely.  If such bills are not paid timely, late-payment interest will
accrue.

4. We recently paid a bill late, but neglected to pay the interest charge for the late payment. 
Customs rebilled us for the late-charge, but it was listed on the new bill as "duty" rather
than interest.  Why is that?

   Payments received by Customs are applied first to the interest amount outstanding, then to
the principal amount.  Since a portion of your payment was applied against the interest
charge, it left a shortfall in the amount applied against the duty charge.

5. Is the importer liable for "Mod Act" interest on additional tenders of duty if the dates of
entry are on or after December 8, 1993?

   Yes, if the tender is submitted prior to liquidation.  Customs will assess interest on the
underpayment at the time of liquidation.  The calculation will run from the date estimated
duties were required to be submitted, to the date the tender was received.

6. Must an increased duty bill be paid if a protest has been filed?

Such bills are considered delinquent if unpaid 30 days after issuance  (45 days for entries
prior to 12/8/93), regardless of whether or not a protest has been filed.  Once delinquent,
late-charge interest will accrue at the rates shown earlier.  However, sanction action will
not be imposed while the protest is pending.  Nevertheless, if the protest remains open for
several years, aggressive collection action will occur because the government must act
within six years of liquidation to collect on the contract obligation of the surety.  

Port Contacts

Additional questions may be directed to the entry specialists within each industry group, or
to Gary Van Etten, Revenue Group Manager, at (312) 353-2748.  
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Richard Roster
Port Director


