SERVICE TAX INDIA

PENALTY FOR LATE PAYMENT 

75. Interest on delayed payment of Service Tax – 
Every person, liable to pay the tax in accordance with the provisions of section 68 or rules made thereunder, who fails to credit the tax or any part thereof to the account of the Central Government within the period prescribed, shall pay simple interest [at such rate not below ten per cent and not exceeding thirty-six per cent per annum as is for the time being fixed by the Central Government, by Notification in the Ofiicial Gezette for the period] by which such crediting of the tax or any part thereof is delayed.
 

76. Penalty for failure to pay service tax    
        Any person, liable to pay service tax in accordance with the provisions of section 68 or the rules made under this Chapter, who fails to pay such tax, shall pay, in addition to such tax and the interest on that tax amount in accordance with the provisions of section 75, a penalty which shall not be less than two hundred rupees for every day during which such failure continues or at the rate of two per cent. of such tax, per month, whichever is higher, starting with the first day after the due date till the date of actual payment of the outstanding amount of service tax:
 

Provided that the total amount of the penalty payable in terms of this section shall not exceed the service tax payable. 
 

Illustration
         X, an assessee, fails to pay service tax of Rs. 10 lakhs payable by 5th March. X pays the amount on 15th March. The default has continued for 10 days. The penalty payable by X is computed as follows:—
         2% of the amount of default for 10 days = 2 x 10, 00, 000 x 10/31= Rs. 6,451.61
         Penalty calculated @ Rs. 200 per day for 10 days =Rs. 2,000
         Penalty liable to be paid is Rs. 6,452.00.”;
