GOODS AND SERVICES TAX
15, RAIY A KAR BHAVAN, ASHRAM ROAD,
AUMEDABAD — 380 v,

GUIARAT AUTHORITY FOR ADVANCE RULING $ﬂm
A
BMARRET

ADVANCE RULING NO. GUJNGAAR/R/2025/11
(IN APPLICATION NO. Advance Ruling/SGST&CGST/2024/AR/Z2 )

S Dategg /032025
Name and address of the|: | M/s. Gujarat Narmada Valley Ferilizers &
applicant Chemicals Limited,
P.O, Narmadanagar,

Dist-Bharuch, Gujarat-392015 |

GSTIN of the applicant | : [24AAACGB3720172 |

Jurisdiction Office Center Commissionerate — Vadodara-11 |
Division — VI- Bharuch

_ | Range - IV |

Date of application : | 14.08.2024 .

Clause(s) of Section 97(2) of | : | (d)
CGST / GGST Act, 2017, |
under which the guestion(s)

| raised. 1
| Date of Personal Hearing | @ | 23.01.2025
| Present Lor the applicant ;| Shin Hardik Shah, Ms Heena Patel and

Rakesh kKumar B Kayastha

I

Brief facts:

MYs. Gujarat Narmada Valley Fertilizers & Chemicals Limited, P.O.
Narmadanagar, District Bharuch, Gujarat-392013, (for shornt - 'applicant’) is
engaged in the manufacturing of fertilizers and chemicals. The applicant 15

registered with the department and their registration No. is 24 AAAEIT201 /2.

I-d

Briefly, the details as submitted by the applicant are as under:

* that the applicant, is a public limited company as per the Companies Act, 20013
and its shares are listed on the stock exchange;

¢ that they had initiated a share buyback programme’ in Diecember 2023,

e that they are cligible for ITC on the expenditure incurred towards buyhack of
its shares: thal the buyback of shares is an activity undertaken in the course or
furtherance of business.

3. lhe applicant has further stated that buyback of shares improves
company’s financial standing, creates value for sharcholders, contributes

prestige & promotes the Company’s image, reduces equity capital, leads 10

' A buyback significs a company repurchasing its own shares from existing sharcholders. This process
v governed by regulation stipulated in the Companics Act, 2003 and the Securities and Fxchunee
Hoard of India Repulations, 2018,
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improved sharcholders return; that it is a simple way o pay off investors &

reduce the overall cost of capital. Thus, buyback extends beyond just acquiring

shares.

4, As per the applicant, the buyback of shares was the owing to the

following wiz

Ciovernment of Gujarat passed a Government Resolution dated 24.4.2023,
directing all SPSUs" to sirengthen their financial management in the form of
capital restruciuring to realize potential for market capitalization;

as a part of the capital restructunng exercise, Government also directed to
undertake buyback ol shires;

that the applicant initiated buyback post issuance of GR dated 24.4.2023,

3 The applicant has given the below mentioned averment to substantiate

their eligibility for I'TC on expenses incurred towards buy back of shares, viz

that since the buyback is in the course or furtherance of the business activity.
the ITC on expenses ineurred towards the buyback proecess should be
considered as an ehigible expenditure for the purpose of 1TC:

that sinee buybhack of the shares qualifies to be business expenditure, the
applicant belicves they are entitled to ¢laim ITC on GST paid on expenses
related 1o buyback of shares®;

a harmonized reading of the terms *in the course™ and *furtherance’
that furtherance of business would mean advancement of business or
promotion of business: that any activity carried on with a purpose o achieve
husiness objectives, business principles, business continuity and stability
would per se amount 1o an activity in course or furtherance of business;

that ithe buyback program constitutes a business sctivity undertaken to achieve
its core objectives; that the definition of * Business™ w's 2(17) of the CGS T Act,
2017, depicts that the definidon is inclusive and encompassing various
aclivities,

that clause (b} of the definition of ‘*business’ encompasses sctivity like
huyhack of share or issue of shares' by a limited company as these activitics
are incidental or ancillary to the core business operation outlined in clavse {a),
ifvied:

consequently the applicant believes that taxes charged on professional fecs,
legal fees, arrangement of buyback fees clc. incurred for buyback process dare
eligible for I'TC under seetion 16(1), ihid,

thaat in terms of the definition of “Input Serviees' u's 2(60), ibid, professional
fees, advertising eosts and other incidental expenses are directly linked 1o the
company’s business objective, qualifying them as input services,

that while buvback process doesn't directly result in immediate outward
supply, it is an essential step towards optimizing financial health and
ultimately ingrease its ability o make taxable supplies;

that they wish 1o rely on the judgement in the case of Coca-Cola India (F.)
.1d.*

1 implies

T ELtate public sector undertaking

' the course’ generally means something in the progress of or process of : _
Vepurtherance’ o5 per the Black's law dictionary: 6th edition | 1th reprint 1997, is 'Act of furthering, helping
forward, promations, advancement or progress. Dictionary meaning of the term farntherance’ implics
advancemend, promastion of scheme, ic

2008 2| STT 130 (ROM. )
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o that the meaning of the expression *transaction in securities’ w's F7(3), ibid, s
very wide & should be read in conjunction with the value of 'exemp supply”
& not independently:

o that under buy-back of shares, there 15 no sale and purchase transaction; thi
the shares bought back have 1o he cancelled by the company after buy-hack
within the prescribed time-mame;

o that ITC is cligible in case of issuance of fresh shares & henee I'TC should be
eligible in the case of buy back of share as well.

o that they wish to rely on the case of Kretzechnik pronounced by Furopean
Count of Justice.

. In view of the foregoing, the applicant has sought a ruling on the

below mentioned guestion viz:

“whether the expenditure tnewrred By the applicant, a HNsted entity, for the buvback of ity
shares in the course of furtherance of business, s eligible for Inpa Tax Credii (0007 wnder
tha CENT regine?
7. Personal hearing was granted on 23.01.2025, wherein Shri Hardik
Shah, Ms Heena Patel and Rakesh Kumar B Kayastha, on behall of the applicant

and reiterated the submission already made in the application.

Discussion and findings

8. Al the outset, we would like 1o state that the provisions of both the
CGST Act and the GGST Act are the same except for certain provisions,
I'herefore, unless a mention is specifically made 1o such dissimilar provisions,
a reference to the CGST Act would also mean a reference Lo the same provisions
under the GGST Act.

g We have considered the submissions made by the applicant in their
application for advance ruling as well as the submissions made during the course
of personal hearing, additional written submissions and oral submissions made
during the course of personal hearing, We have also considered the issue
involved, the relevant facts & the applicant's submission/interpretation of law in

respect ol question on which the advance ruling 15 sought.

1. The question to be decided in the present application is as 1o whether
applicant is eligible to avail ITC on the expenditure incurred lor the buyback of

ils shares,
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11. Before dwelling on to the guestions on which the applicant has sought
ruling, it would be prudent to reproduce the relevant sections, for ease of

understanding viz|relevant extracts]

Central Goods and Services Tax Act, 2007

= Section 2 Delinitions.-

I this Act, unfess the context otherwise requires.-

32 "poods" means every kind of movable property other than money and sceuritics
but includes actionable claim, growing crops. grass and things attached to or forming
parl of the land which are agreed to be severed before supply or under a contract of
sapply;

{102) "services” means anvihing other than poods, money and scouritics but includes
activities relating to the use of money or its conversion by cash or by any other mode,
from one form. currency or denomination. 1o another form. currency or denomination
[or which a separate consideration is charged;

(1017 “securities”™ shall have the same meaning as assigned to 01 in clause (h) of
section 2 ol the Securties Contracts (Regulation) Act. 1956 (42 ol 1956);

Securitics Contracts (Repulation) Act, 1956 (42 of 1956)

= Section 2. Defimitions.-

(- "secarities” include-

(11 shares. scrips. stocks, bonds, debentures. debenture stock or other markelable
securitics of a like nature inor of any incorporated company or other body corporate;
(v} derivative:

(th) units or any other instrument 1ssued by any collective investment scheme to the
investors i such schemies; |

(ie)security receipt as defined in clause (#g) of section 2 of the Securitisation and
Reconstruction of Financial Assets and Enlorcement of Security Interest Act, 2002; |
(icd) units or any other such instrument issued to the investors under any mutual fund
seheme;|

(11 Criovemment seeuniics;

(ha) such other instruments a5 may be declared by the Centeal Govermment 1o be
seeuritics; and

{111} rights or intcrest in securitics;

»  Scetion 16, Eligibility and conditions for taking input tax credit.-

{ 1) bvery registered person shall, subject to such conditions and restrictions as may
b prescribed and in the manner specified in section 49, be entitled (o take credit of
input x charged on any supply of geods or services or both to him which are used
or intended 1o be used in the course or furtherance of his business and the wad
amount shall be credited to the electronic credin ledger of such person.

= Section 17, Apportionment of credit and blocked credits.-

(1) Where the poods or services or bath are used by the registered person partly for
the purpose of any business and partly for other purposcs, the amount of credit shall
he restricted 1o se much of the input tax as is attributable 1o the purposes of s
business,

{21 Where the goods or services or hoth are used by the repistered person parily [or

effecting laxable supplies including #ero-rated supplics under this Act or under the
Frepeated CGoods and Serviees Tax Act and partly for effecting exempt supplies under
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the sard Acts, the amount of credit shall be restricted 10 50 much of the input 1ax as is
attributable to the said wxable supplies including cero-mted supplics.

{3} The value of exempt supply under sub-scetion (2) shall be such as may
be prescribed, and shall include supplies on which the recipient is lable to pay tax on

reverse charge basis, transactions in sccurities, sale ol land and, subject to clause (h)
of paragraph 5 of Schedule [T, sale of building,

| Explanation.- For the purposes of this sab-section, the expression " value of exempl
supply" shall not include the value of activities or transactions specificd 1n Schedule
I *[except,—

{1 the value of activities or transactions specified in paragraph 5 of the said Schedule:
arwd

{ii) the value of such activitics or transactions as may be prescribed in respect of
clanse {a) of paragraph 8 of the said Scheduale. |:]

12, Broadly, in terms of sections 16 & 17 of the CGST Act, 2017, every
registered person is entitled to take I'TC on any supply of goods or services or
both used or intended to be used in the course or furtherance of business subject
o the preseribed conditions and restricions. Where the goods or services or
both are used by the said registered person partly for the purpose of any business
and partly for other purposes, the amount of credit shall be restricted to so much
of the input tax, as is attributable to the purposes of his business. The availlment

is subject to the ITC blocked w's 17, ibid,

13. The facts having been mentioned in detail suprea is not being repeated
tor the sake of brevity, However, to recap, the applicant, a listed entity, has
sought a ruling as to whether they are chgible for I'TC on the expenditure
incurred for the buyback of its shares. The applicants primary contention is that
the expenditure towards buyback is in the course of business & therefore they

are eligible for the same,

14, We find that the applicant has erred in assuming that they are eligible
for ITC. This is more so since section 16(1) of CGST Act 2017, reproduced
supra, states that every registered person shall be entitled to take ¢redit of I'TC

charged on any supply of goods or serviees or both used or intended 1o be

used in the course or furtherance of business, Now a conjoint reading of the
definitions as provided in section 2(52), 2(101) and (102), ihid, states that the
activity undertaken, ie. buy back of shares by the applicant is neither a supply
of poods nor supply of services. Therefore, in terms of section 16(1), we find

that the applicant is not eligible for availing I'TC on the expenditure incurred for
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the buyback of its shares, it neither being goods nor services, a primary condition
for availment of I'TC. The applicant is therefore oul ol the ambit of scction 16,
ihig and 15 therelore not eligible to avail ITC on the expenditure incurred for
buyback of its shares.

15. The thrust of the applicant’s argument is that the expenses incurred
lowards the buyback of shares is in the course or furtherance of the business
actvity & therefore, should be considered as eligible expenditure for the
purpose of 1TC, This averment needs to be examined only il the expenditure
incurred is towards goods or serviees. The term ‘securities’ 1s excluded from
hoth goods and services. The primary requirement for availment of 1TC; not
having been met, we do not intend to go into the averment as to whether the
same 15 in the course or [urtherance of business activity or otherwiseg, since 11

would only be an academic exercise.

16, In view of above, we rule as under;
RULING

I'he applicant is not eligible to avail the I'TC involved in the expenditure
incurred for buyback of its share and also required to reverse the ['1C on
common inputs and input services used in relation to the expenditure
meurred for buyback of share.

_-I.f
(Kamaf'Shukla) ”
Mémber (SGST) v Member (CGST)

Place: Ahmedabad
DateZ s .03.2025
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