[Date]
To,
The Proper Officer,
[Jurisdictional GST Office Address]
Subject: Request for Non-Levy of Interest on Excess ITC Claimed but Unutilized under Section 50 of the CGST Act, 2017
Respected Sir/Madam,
This is in reference to the notice/order dated ------------- issued to us for the payment of interest on excess Input Tax Credit (ITC) claimed in GST return, e.g., GSTR-3B for the period -------------.
We wish to respectfully submit that although an excess amount of ITC was inadvertently claimed in our return for the said period, the same was never utilized for discharging tax liability. The entire amount of excess ITC has remained in the electronic credit ledger and has not been used for payment of output tax.
Legal Provisions
As per Section 50 of the CGST Act, 2017, interest is applicable only on the amount of tax that remains unpaid beyond the due date. This provision has been clarified and upheld in various instances, and the Central Board of Indirect Taxes and Customs (CBIC) has also issued clarifications on this matter:
1. CBIC Notification No. 63/2020 – Central Tax, dated 25th August 2020, clarified that interest is payable only on the net tax liability, i.e., the tax paid in cash, and not on the ITC available in the credit ledger.
2. Amendment to Section 50 (via Finance Act, 2019) has inserted a proviso that explicitly provides that interest shall apply only where the tax liability is discharged through cash and not where ITC remains unutilized.
Furthermore, in the case of M/s Commercial Steel Engineering Corporation v. State of Bihar [2022], the Hon`ble High Court held that interest cannot be levied on unutilized ITC.
Case Laws
1. Greenstar Fertilizers Limited (Madras)
2. Deepak Sales Corporation (P&H)
3. Aathi Hotel  (Madras)
4. Tvl. Kumaran Filaments (P) Ltd.  (Madras)
5. Commercial Steel Engineering Corporation  (Patna)
Given the above, we submit that no interest is payable on the excess ITC claimed in our return because:
1. The excess ITC was never utilized for payment of tax liability.
2. The amount has remained in our electronic credit ledger throughout the relevant period.
3. There has been no loss to the revenue as no undue financial benefit was availed.
Prayer
We, therefore, humbly request your good office to:
1. Reconsider the interest demand made in the notice/order dated [insert date].
2. Waive the interest liability, if any, in line with the provisions of Section 50 of the CGST Act, 2017, and the clarifications issued by the CBIC.
We assure you of our continued compliance with GST laws and are willing to provide any further clarifications or documents required in this regard.
Thanking you,
Yours sincerely,
[Authorized Signatory]
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