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Suo motu extension orders passed by Supreme Court
not applicable on interest on delayed refund under
GST- Delhi HC
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Summary

The Delhi High Court (HC) noted that statutory interest gets triggered after the expiry of 60
days from the receipt date of the refund application. Further, the HC ruled that the suo motu
extensions order passed by the Supreme Court (SC) does not deal with the issue of grant of
interest on refund withheld beyond the prescribed period. The HC stated that statutory interest
is compensation for the use of money and the department has no right to retain such money
beyond the stipulated time. Therefore, the HC held that the petitioner is entitled to the interest.

Facts of the case e |Interestis compensation for the use of
money: The HC held that the statutory
interest is compensation for the use of
money. The Revenue authorities cannot
retain the money beyond the prescribed
period. Thus, the petitioner is entitled to
the interest.

e The petitioner! has filed a refund
application? and received the principal
amount of the refund® in two tranches.
However, statutory interest has not been
granted to the petitioner.

e The petitioner contended that the
department should pay a refund of
statutory interest in accordance with the
laws?.

e The respondent submitted that due to
COVID-19, there was a delay in refund
processing and denied the grant of
interest to the petitioner. Further, the
period for processing of refund was
extended by virtue of orders passed by
the SC° However, the petitioner
submitted that this order would not be
applicable in the present case.

Delhi HC observations and ruling®

e Rulings referred by Revenue are not
applicable: The HC stated that the
orders passed by the SC for extension of
limitation and the judgment of Madras
HC’ do not deal with the issue of grant of
interest on refund withheld beyond the
prescribed period.

1 M/s Ankush Auto Deals 5 1n Suo Motu W.P (C.) 3/2020

20n 20 July 2021 6 W.P.(C) 12233/2021 & CM APPL.4315/2022
3 in month of January 2021 and March 2021 ”W.P (C) 18165/2021, M/s GNC Infra

4 Section 56 of the Central Goods and Services Tax LLP v. Assistant Commissioner (circle)

Act, 2017
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Our comments

In the present ruling, the Revenue authorities had considered the judgment of Madras HC
in the case of GNC Infra LLP2 in support of his submission regarding the extended period
for processing refund. The Madras HC had held that the benefit of SC order is available
w.r.t. filing the refund application. Thus, the Delhi HC stated that the Madras HC had not
discussed the issue related to the grant of interest on the refund withheld beyond the
prescribed period in this ruling.

Recently, the Central Board of Indirect Taxes and Customs (CBIC) issued a natification®
wherein the time limit for computation of limitation period for filing refund application'® has
been extended and not for grant of interest on delayed refunds.

The present ruling is welcoming and will aid the assessee in getting interest on a refund
processed after the expiry of 60 days from the receipt date of refund application.

8 W.P.N0.18165 & 18168 of 2021 and 9 Notification No. 13/2022-Central Tax dated 5 July
WMP.N0s.19386 & 19389 of 2021 2022
10 under section 54 or section 55
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