
                                                            

  
INTEREST ON GST DELAYED PAYMENTS 

INTEREST  

Interest has to be paid by every taxpayer who: 

 Makes a delayed GST payment i.e. pays GST after the due date. 
 Claims excess Input Tax Credit 
 Reduces excess Output Tax Liability 

According to the GST Penalty regulations, an interest will be charged at the rate of 18% per annum 
from the taxpayers who fail to pay their taxes on time. The interest will be levied for the days after 
the due date, and shall be charged on the GROSS TAX LIABILITY. 

CONCERN OVER GST INTEREST INTEREST 

The industry had earlier this year raised concern over the directive of recovery of about Rs 46,000 
crore of unpaid interest on delayed GST payment. 

The GST Council in its 39th meeting in March had decided that interest for delay in 
payment of GST to be charged on NET TAX LIABILITY with effect from 1 JULY 2017, and 
law would be amended RETROSPECTIVELY. 

Net GST liability is arrived at after deducting input tax credit from gross GST liability. 

The move was aimed to substantially reduce disputes and ease recovery process, besides easing 
immediate cash flow burden for most companies. 

CBIC NOTIFICATION 

However, on 25 Aug, the Central Board of Indirect Taxes and Customs (CBIC) notified 1 SEPTEMBER 
2020 as the date from which interest would be charged on net tax liability, but was a disconnect with 
decision of the GST council. 

It has been clarified today that the notification relating to interest on delayed payment of 
GST has been issued prospectively due to certain technical limitations. It also stated that 
it has assured that no recoveries shall be made for the past period as well by the Central 
and State tax administration in accordance with the decision taken in the 39th Meeting 
of GST Council. This will ensure full relief to the taxpayers as decided by the GST Council. 

 


