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GUJAIIAT AUTI-IORITY I,-OR ADVANCIi RULING
GOODS AND SEITVICES TAX

D/5, ITAJYA KAIT I}IIAVAN, ASTIITAM ITOAI),
AIIMIII)AI}AD _ 3IIO OO9.

4|fl'o'n'tridtulnrrt

ADVANCE RT]LING NO. GT]J/GAAR/IV2O25 IO9

(IN APPLICA'|ION NO. Advance Ruling/SGS I& CGS'I'12024IAIV08)
Date:25 .03.2025

I\27s. Zydus Lifesciences Ltd.,
Zydus Corporate Park,
Scheme No. 63, Survey No. 536,
Khoraj (Gandinagar), Nr. Vaishnadcvi Circlc,
SG Highway,Ahmedabad3Sz 481 .

24AAACC6253(;17,7,
Office of the Assistant Commissioncr of'Statc
'fax, Llnit-1 1, Ilangc -lll, I)ivision - I,
Ahmedabad
t8.04.2024

Clause(s) of Section 97 (2) ot
CGST / GGST Act, 2017,
under which the question(s)
raised.

4.t2.2024
Prcsent for thc applicant Ms Priyanka Kalwani, Advocale,

Ms Devanshi Sharma, Advocatc,
Shri Rashmikant Shah
Shri Vaibhav Vahia

Ilrief facts:

IWs Zydus Lifesciences Ltd.,Z,ydus Corporatc Park, Schcmc No. 63,

Survey No. 536, Khoraj (Gandinagar), Nr. Vaishnadevi Circlc, SG Ilighway,

Ahmedabad 382 481 (for short - 'applicant') is engaged in the manufbcture,

supply &. distribution of various pharmaceutical products. 'l.hc applicant is

registered with the department and their rcgistration No. is

24AAACC6253G 1 27,.

) Ilriefly, the details as submitted by thc applicant arc as undcr:

r that thc applicanl avails Il'C in tcrms of scctions l6 &, 17 of thc C(iS'l' ,\ct, 201] .

o that thc applicant, to cnsurc optimum ulilization oi surplus cash/idlc luncls lying in
excess ol'their tixcd & working capital requircmcnts, invcsts thc samc by subscribing

to units of various mutual tunds floatcd by Assct Managcmcnt Company IAMC l;
o that thesc units arc either purchascd directly from the fund housc or through an

authorized broker:
o that whcn the nccd for liquid cash ariscs, the applicant rcdccms thc mutttai funcl cithcr

through thc fund housc or authortzed brokers;
. that units of mutual lunds are not transfcrrcd/sold to othcr buycrs r-rnlikc cclr-rit1 s;harcs

but arc rcturned back to the Assct Managcmont Company:

(d)

Name and address of the
applicant

GSTIN of the applicant
Jurisdiction Office

Date of application
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thc applicant rcccivcs various inputs and input scrvices, which are commonly
rcccivcd towards both taxablc supplies as wcll as thc activity of invcstment &
rcdcmption in thc mutual fund units;

that prcscntly thc applicant is rcvcrsing the proportionatc I'l'C pcrtaining to common
input & input scrvicc towards both taxablc supplies as wcll as rcdemption of mutual
Iunds in tcrms of scction l7(2) rcad with Rulc 42 of CGS'| Act, 2017.

3. 'lhe applicant, however, is ofthe view that there is no requirement to reversc

thc I'l'C availed on receipt of such common inputs & input services in terms of the

provisions of scction 1 7(z)ofthe CGST Act, 2017 read with rule 42 of the CGST I{ules,

2017 . 'l'o substantiatc this averment, the applicant has made the following submissions

Yt7.

a

o

a

a

a

a

a

a

a

that in casc of mutual fund schcmes, investor is only subscribing to the units of the
lund and rcdccming it; that thcre is no purchase or salc involved;
that in tcrms ol scctionlT(2), ibid, I'l'C to thc cxtcnt it pertains to'excmpt supplics'
nccds to bc rcvcrscd; that scction 17(3), ibid, provides that valuc of cxempt supply
shall includc transactions in securities; that 'money & sccurities' have bccn kcpt
outsidc thc tcrm of goods &. services as defined u/s 2(52), 8. 2(102), ibid,
rcspcctivcly; that rcdcmption of mutual funds cannot be termed as exempt supply,
having bccn cxcluded out of thc scope of supply of goods or services & hence section
17(2), will not apply;

; that thcy wish to rcly on the case of M/s. L&'T l, M/s. Bhayana Ruildcrs 2 and
Gypsy Pcgasus Ltd 3;

that thc tcrm 'transaction in securities' is not defined; that section 17(3), crcatcs a
dccrning fiction to include valuc attributable to transactions in sccuritics in the valuc
ol- cxcmpt supply; that howcvcr the applicant feels that transaction in securitics
cannot bc considcrcd as an cxempt supply since securities have been excluded from
thc scopc of both goods and scrvices;
that in tcrms of rulc 42, thc value of 'transaction in securitics' shall be lo/o of the salc
valuc of sccuritics; that thc applicant rcdcems the mutual fund unit which is distinct
frorn salc &, hcncc thc mcchanism prcscribed would bc inapplicablc in casc of
rcdcmption of mutual funds; that they would likc to rely on the judgemcnt in the casc
of Acc Crcativc Lcarning I' Ltd4, M/s. Ambuja Cemcnts Ltds, Modi Sugar Mills6,
I)ilip Kumar & Co7;

that sincc thcrc is no machinery provision to arrive at the value of exempt supply in
case of rcdemption of mutual fund, the scheme for reversal of ITC fails; that thcy
would likc to rcly on thc judgcment in the case of B C Srinivasa Settys, Pushpaman
Iiorgingse;
that thcy would likc to rcly on the judgements in the casc of Suresh Kumar Ilansall0,
Iitcrnit Iivcrcst Ltdll, Shabina Abrahaml2 wherein it is held that in absencc of
machincry provisions, levy provision becomes unenforceable.

1 zots (39) srR e13 (sc)
) zorr (2) rMt 132s (sc)
3 2018 (1s) GSrL 3os (sc)
4 zozL (4) Ttvu 687 cESTAT Bang
5 2023 (5) TMt 806 cESTAT Mum
6 1,96r AtR 1047
t zols (361) ELT s77 sc
8 1981 (2) TMrsc
e 2003 (1s3) ELT A 89 sc & 2002 (140) EL 490 Tri Mum
ro 2ot7 (4) GSTL J i_28 sc
\t 1997 (89) ELT 28 Mad
12 201,s (322) ELT 372 sc

Page 2 of 7O

a



3

4. ln view of the foregoing, the applicant has sought a ruling on the below

mentioned question vzz:

"V[hether the applicant is eligible to avail ITC of tm paid on common inptts &
tnput services wed in relation to the subscription and redemption ofmutual
fun^? "

5. Personal hearing was granted on 04.12.2024. wherein Ms Priyanka

Kalwani, Advo cate, Ms Devanshi Sharma, Advo cate, Shri Rashmikant Shah

and Shri Vaibhav Vahia appeared on behalf of the applicant and reiterated the

submission already made in the application. They also submitted a compilation

of legal provisions & copies of judgements relied upon. The copies of the

judgements submitted have already been relied upon other than the below

mentioned judgem ents viz:

o Munjaal Manishbhai Bhattr3
o Mohit Minerals P Ltdr4
o M/s. SAL Steel Ltd rs

o Suresh Kumar Bansal & Anuj Goyall6
o M/s. Cognizant Technology Solutions India p LtdrT
o M/s. Siegwerk India P Ltd 18

o M/s. Ponni Sugars Erode Ltdle
o M/s. Instakart Services P Ltd2o

6. At the outset, we would like to state that the provisions of both the

CGST Act and the GGST Act are the same except for certain provisions.

Therefore, unless a mention is specifically made to such dissimilar provisions,

a reference to the CGST Act would also mean a reference to the same

provisions under the GGST Act.

7. We have considered the submissions made by the applicant in their

application for advance ruling as well as the submissions made during the

course ofpersonal hearing, additional written submissions and oral submissions

made during the course of personal hearing.We have also consideredthe issue

involved, the relevant facts & the applicant's submission/interpretation of law

in respect of question on which the advance ruling is sought.

13 2ozz (5) TMt397-GHc
L4 2o2o (r.) TMt 974-GHC
1s 2019 9 TMI 13I.5-GHC
t6 2oL6 (6) TMt 192-DHC
L7 2024 (9) TMt s22-CESTAT chennai
18 2024 (10)TM! 22o-CESTAT New Dethi
re 2024 (5) TMt 1350 CESTAT Bangalore
20 z0z4 (3)TMl 1350 CESTAT Bangalore

****+- 
=
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g. The short issue involved in the application filed seeking a ruling is

whether applicant is eligible to avail ITC on common inputs & input services used in

relation to the subscription and redemption ofmutual funds.

g. Before dwelling on to the questions on which the applicant has sought

ruling, it would be prudent to reproduce the relevant sections, notifications, etc.

for ease of understandin g viz [relevant extracts]

Central Goods and Services Tax Act, 2017

In this Act, unless the context otherwise requires,-

(52) "goods" means every kind of movable property other than money and securities

but includes actionable claim, growing crops, grass and things attached to or forming
part of the land which are agreed to be severed before supply or under a contract of
supply;

(102) "services" means anything other than goods, money and securities 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, to another form, currency or denomination

for which a separate consideration is charged;

(l) Every registered person shall, subject to such conditions and restrictions as may

be prescribed and in the manner specified in section 49, be entitled to take credit of
input tax charged on any supply of goods or services or both to him which are used

or intended to be used in the course or furtherance of his business and the said

amount shall be credited to the electronic credit ledger of such person.

(l) Where the goods or services or both are used by the 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.

(2) Where the goods or services or both are used by the registered person partly for
effecting taxable supplies includin g zero-rated supplies under this Act or under the

Integrated Goods and Services Tax Act and partly for effecting exempt supplies under

the said Acts, the amount of credit shall be restricted to so much of the input tax as is

attributable to the said taxable supplies includingzero-rated supplies.

(3) The value of exempt supply under sub-section (2) shall be such as may

be prescribed, and shall include supplies on which the recipient is liable to pay tax on

reverse charge basis, transactions in securities, sale of land and, subject to clause (b)

of paragraph 5 of Schedule II, sale of building.

[Explanation.- For the purposes of this sub-section, the expression "value of
exempt supply" shall not include the value of activities or transactions specified

in Schedule III, a[except,-

(i) the value of activities or transactions specified in paragraph 5 of the said

Schedule; and
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(ii) the value of such activities or transactions as may be prescribed in respect of
clause (a) of paragraph 8 of the said Schedule.l;l

Central Goods and Services Tax Rules, 2017

to the job worker.-

Explanation. - For the purposes of this Chapter,-
(l) the expressions "capital goods" shall include "plant and machinery" as defined
in the Explanation to section 17;

(2) for determining the value of an exempt supply as referred to in sub-section (3)

of section l7-
(a) the value of land and building shall be taken as the same as adopted for
the purpose of paying stamp duty; and
(b) the value of security shall be taken as one per cent. of the sale value
of such security.

[emphasis supplied]

10. Broadly, in terms of sections 16 and 17 of the CGST Act,2017 , every

registered person is entitled to take credit of ITC on any supply of goods or

services or both used or intended to be used in the course or furtherance of

business subject to the prescribed conditions and restrictions. Where the goods

or services or both are used by the said registered person partly for the purpose

of any business and paftly 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.

I I . The facts have already been mentioned in detail supra & for brevity,

it is not being repeated. However, to recap, the applicant utilizes the surplus

cash/idle funds, in excess of their fixed & working capital requirements, by

subscribing to units of various mutual funds floated by Asset Management

Company. As and when there is a need for liquid cash, the applicant redeems

the mutual fund. The applicant receives various inputs and input services,

which are commonly received towards both taxable supplies as well as the

activity of investment & redemption in the mutual fund units.

12. The applicant's contention is that though presently they are reversing

the proportionate ITC pertaining to common input & input service towards both

taxable supplies as well as redemption of mutual funds in terms of section I7(2)

Page 5 of 10
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read with Rule 42 of CGST Act, 2017, it is their belief, that they are not required

to reverse the ITC.

13. The applicant's primary averment is that 'money & securities' are

neither goods nor services; that redemption of mutual fund cannot be termed as

exempt supply, having been excluded out of the scope of supply of goods or

servrces.

14. The definition of goods and services, under section 2(52) and (102),

ibid, is reproduced supra. Now, securities, include units under mutual fund

scheme in terms of section 2(hxid) of the Securities Contracts (Regulation) Act,

1956. Going through the definition reveals that the term goods and services as

defined supra excludes securities.

15. The applicant's next contention is that since the securities are neither

goods nor services, the redemption of mutual funds cannot be termed as exempt

supply; that for a supply to qualiff as an exempt supply, firstly it must fall within

the scope of 'supply'.

16. A conjoint reading of sections 2(al, which defines exempt supply,

2(78) which defines non taxable supply and section 7 which defines supply,

leads us to a conclusion, that securities not being goods or services, would not

fall under the ambit of exempt supply.

17.

as under:

lnterestingly, however, in the submissions the applicant also states

5.2 The expression'transactions in securities'has not been defiedunder GST law.
However, it appears that the phrase 'trAnsactions in securities' is broad and moy
include creation, issue, sale, purchase, exchange, redemption and extinguishment of
shares or debentures.

5.3 At this juncture, it is pertinent to note thctt Section l7(3) does not state that
transactions in securities is itself an exempt supply, rather it only creates a deemng

fiction to include the value attributable to transactions in securities in the volue of
exempt supply. As stated earlier, 'secltrities'have been excluded/iom the scope of
both 'goods' and 'services' as defined by the CGST Act & there/bre, A transaction in
securities cannot be considered qn exempt supply. "
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The applicant concedes that u/s 17 (3), while computing the value in terms of

section l7(2), the value of transactions in securities is to be included, in terms

of the deeming fiction.

18. However, the applicant's contention is that though the value of

'transaction in securities' shall be 1o/o of the sale value of securities, [in terms

of the explanation reproduce d supra which deals with the value to be adopted

for such security], since the applicant redeems the mutual fund unit, the activity

cannot be equated with sale of securities, owing to the fact that redemption is

distinct from sale. The thrust of the contention of the applicant being that the

mechanism therefore, prescribed pertains to sale value of securities would be

inapplicable in case of redemption of mutual funds. The applicant while

agreeing that the Act and the rules made thereunder provides for including the

value of transactions in securities while computing the exempt supply, is only

on a technical aspect stating that redemption of mutual fund is not akin to sale

value of transactions; that since there is no machinery provision to arrive at the

value of exempt supply in case of redemption of mutual fund, the scheme for

reversal of ITC fails.

19. We do not agree with the averment owing to the fact that in terms of

section 16, prima facie, the applicant is not entitled to take credit of ITC charged

on any supply of goods or services or both which are not used or intended to be

used in the course of furtherance of business. This is more so since section l6(1)

of CGST Act 2017, reproduced supra, states that every registered person shall

be entitled to take credi t of ITC cha ed on an SUrg v ply of soods or services

or both used on intended to be used in the course or furtherance of business.

This is an undisputed fact. Now a conjoint reading of the definitions as provided

in section 2(52),2(101) and (102), ibid, states that the activity undertaken, i.e.

subscription and redemption of mutual funds by the applicant is neither a supply

of goods nor supply of services. Therefore, in terms of section I 6( 1 ), we find

that the applicant is not eligible for availing ITC of tax paid on subscription and

redemption of mutual fund and further required to reverse ITC of tax paid on

common inputs and input services used in relation to the subscription and

redernption of mutual fund. Now section 17, envisages a situation wherein the

goods or services or both that are used partly for effecting taxable supplies and
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partly for exempt supplies, the value of exempt supply is to be computed in

terms of section I 7 (3), ibid and resort is thereafter to be taken to Rule 42.

20. The term redemption is not defined. The applicant has also not

provided anything in this regard except for some dictionary meaning. The

resort left is to understand the meaning of the word 'redemption' by applying

the common parlance test. While going through the websites of mutual funds,

we observe as under:

RedernptionlRepu rchase ;

Fadempffon&pwchts€ it the buying b*ck *r f,0${el!*!ion cd ri*il& hy 
"} 

nrulu;ll lund. 3t ci},r happeu on nta{uilt}r oI on on on goirrs ha$is.

virisr-', sf t}{i*rnr:Q ttc. nK*! !tr{p*((*d t}r*}{ fisnati*f trl th* t'r*r{4.

So u rce ;https : //www. hdfc fund. com/ learners-
corner/beginner/key-term s-concepts

What is Mutuaf Fund Redemptian?

*-rutualir:r';tj;ri'rer'** lii,)v{ii?stl*lli*gyii#ruri}{:;br*i;itc,ti:er:riti;r,:Jfun{l lr*r,rt*:*:.th*rlppiicabl*ftA'/
and r'*c*tving rfir]r"t*y;nl^elui-n. Yt:ri (*n rsde*rrt p*rt oltrr**r i,iveriln"ler1t. i.€ ii sperifled numb*r *f
trtli{s ot'y*ur enlrrf }nv{$try}rnt d#rt?u*. fi*lt: * r:rutual lunrl sch*m* }f y*ur re<trei*ptron *pplic+$*n ls
cubmitred wtsh tl"r* {ilnd h+ils* *r l$ {ffsn*f*r egrrl(y iref*re } iln: *n nr,*rkat rrading el*ys. then th*
Eame ri*:r''s fliAv t$ *pfltt*hle for: qslgp;*trrtg th* r*#*mrr(r rr Affiax;ni 8*;utSm efi*r 3 iltl] Efr rh* r*xt
4a)/:. ti.ari
ar,_I v 5 i\a.t

HDFC Bank is a AMFl-resistered Mutual Fund Distributor & a Coroorate A fbr Insurance
products.

Sou rce : https://www.hdfcbank.com/personal/resources/learnin g-
centre/invest/wh at-i s-mutua l -fund-redemption-and-how-to-
redeem-mutual-funds

What ,s lnutual tlla raddnpdon?

uii6trl''|r lno&.In rd rch.m! to racriy. tt .*|iln!6st ae6at!.muti,!!$&d.

;rnrd, a1+{rirls ri*ij" :ttn: 3 ,*: ,iii *r:el!q nr+:rax ii4t':,rlv tn! ia€ iilcrj$r}r.

Bisclaimar;

Funds) with ARN No. ?0319
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So u rce : https : //www. baj aj fi n serv. i n/investments/m utual -fund-

redemption# : - : text:Mrfiualo/o2}fundoh2lredempt i o no/o2|r efer so/,

20too/o20theoh20pr oc e s s%o2 Owher eYo20 ano/o2} inv estor, return s%o2

\oro/o2}principalo/o20amount%o20invested.

on of Mutual Funds in India

arc ragtdc*c<l triUr Sctr.dtam *n{ fx$arryn Boald el lndtia {$EBt}.

r AITFI was irnorporaled oo Augue{ 22 t9*5 undor *sdi6{, 25 cf thc Conpania* Aet. 13$6 t*om*pontffng S4ldhn I o( nts $e$r 6{fi{parti:} Acl. 3013}" a*

a nnn-pro*t o{smlsaliafi .

ffHr *ffiHr VAI;I,JX {ht4Y}

Source : https : //www. am fi i ndia. com/ investor-corner/knowledge-
center/net-asset-val ue.htm l#accord ion3

As is evident redemption is nothing but sale of mutual fund by the unit holder

back to the Asset Management Company[AMc].

21. Our stand of resorting to common parlance test is substantiated by the

order dated 23.9.2021 ofthe Hon'ble Karnataka High Court in the case of lv7s

Robo Silicon Pvt. Ltd ISTRP No. 2412019] wherein it was held as under:

14. 'The common parlance test', 'marketability test', popular meaning test' are all
tools for interpretotion to arrive at a decision on proper clas,sification of o tariffentrlt.
The test, as to what a common man viewing or dealingwith the article will understand

Fric*

ef,oor reh*t*lgs $l s trutui$i t{rrt/J

r)lJlu.?i 9uttd 9i.]*rl:r*'i.

tf.tixr41iv4t:!,i;l!tlI!')+ l,)il.ll{ti.Jiiiit-: }+'i.1i:I}ift}l ,*1r:ii.t, i'rt{i Ki.fi lIliiilIiitl:tri l'ialtl';'*:''i'i{ii,i h}l':

t# apF+ic$+le 94t;$ r't\. *;* ,{$tt1 c}i:.1r.,:**te}Plri}ri

F.epu rhas*;'ft.*d**:p*+n Bira

f*rir*al fultd 83 ll* uTestci't iaxl rYt,:lud*q, [;tltt.**d #i'{'tt'..d3r*Ye{ ${31}4t*il!B'

. ft.e{r**t$}ti*{r prite ,t r41.!;;1,ii}l{s .Is l\it*?rs

H*#e$$ti*$)P{rce"iii}tr,it$}isfiil'J"il.f}'tL{,i}d ildfii,,Sorfr,}r!}Fi* lftl*&luriita$1*}iAVic{i{;t+r*S<i{L+*#
ig, ]9/r ,ien E'!e ft*rleBllrlitl Fnr)e r+;il hB " f 1C,. l1'C $i, ' (3 St

*.Eb,,e,tl l+ # r,iiv.?r{fiJ^r.l i$f,11 t}r,a3{,ri.f,,$(i i.lrtr.J+,{ lfr{ l}tttltl;:ltr:;rrs

referr*s, lei u:l [X*<]errtp{:t{1 PE:lai'ihtti;-}lit *{i i.i;;r;gi irii}fi !i-tr'! ':i }l,it"i

il,rg*'/ h*ir n,$$rj l,).)tiiniJ3 l:ii.,lc,lrltJ i:lltJdlii :iii:ei?;.,'t 4'J.li}a'! ilt ti:r:!{,I1:f?+",1+C Ulil'r1};}lill+i.t
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it to be, would be relevant. The Hon'ble Apex Court has held that while interpreting
the entry .for purpose of taxation recourse should not be made to the scientific
meaning of the terms or expressions used but to their popular meaning, that is to say,
the meaning attached to them by those deoling in them.

22. The averrnent therefore that redemption of mutual fund and sale of
security, a term used in the explanation for computing the value of exempted

supply is not same, fails. We hold that redemption as is mentioned in the

websites quoted and also in general parlance is nothing but sale of units to the

AMC. It does not matter by which nomenclature such a transaction is known

until broadly it is a sale in other words cessation of ownership of the units by

the unit fund holder, in this case the applicant.

23. Since this was the primary contention on which the applicant was

basing his next averrnent that redemption not being akin to sale, the taxing

statute lacks machinery provision to arrive at the value of exempt supply also

lacks merit and fails. The plethora of case laws relied upon by the applicant, to

substantiate this averrnent would also not help the applicant case in view of the

foregoing. The case laws relied upon by the applicant, therefore, is not being

discussed.

24. In view of above, we rule as under:

RULING

Question : Whether the applicant is eligible to avail ITC of tax paid on
common inputs & input serices used in relation to the subscription and
redemption of mutual funds?

Answer : The applicant is not eligible to avail ITC of tax paid on inputs
& input services used in relation to the subscription and redemption of
mutual funds and also required to reverse the ITC on common lnputs and
mput services used in relation to the subscription and redemption of mutual
funds as per Section 17 (2).

hukla) eena)
Mem (sGSr)

Place: Ahmedabad
Date:2803.2025
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