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GOODS AND SERVICES TAX o
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|
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Jurisdiction Office

Dale o F-@E-;i'icatic_‘:p '

CGST /GGST Act, 2017,
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Diate of Personal Hearing
Present for the apphicant

Brief Facts:

Clause(s) of Section 97(2)of | : | (d}

) l'.'la'tu'.é_g 032025
| M/s; Zydus Lilesciences Lid.,
Zvdus Corporate Park,
Scheme No. 63, Survey No. 536,
Khoraj (Gandinagar), Nr. Vaishnadevi Circle,
SG Highway, Ahmedabad 382 481,

| 24AAACC6253G1 77,

| Office of the Assistant Commissioner of State
Tax, Umit-11, Range —11, Division - |,

| Ahmedabad

i 18.04.2024

| 4.12.2024
Ms Privanka Kalwani, Advocate,
Ms Devanshi Sharma, Advocate,
Shri Rashmikant Shah

| Shri Vaibhav Vahia

M/s Zydus Lifesciences Lid., Zydus Corporate Park, Scheme No. 63,

Survey Mo, 536, Khoraj (Gandinagar), Nr. Vaishnadevi Circle, SG Hhighway,

Ahmedabad 382 481 (for short - 'applicant’) 15 engaged in the manufacture,

supply & distribution of various pharmaceutical products. The applicant is

registered with the department and their registration No, s

J4AAACCH255G LY.

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

= thal the applicant avails ITC interms of sections 16 & 17 ol the CGST Acl. 2017,

» that the applicant. to ensure optimum utilization ol surplus cashidle Tunds ying in
exeess ol their fixed & working capital requirements, invests the same by subscribing
to units of various mutual funds Aoated by Asset Manapement Company |AMU;

o that these units are cither purchased directly from the fund house or through an

suthorieed broker:

s that when the need lor liguid cash arises. the applicant redeems the mutwal furd cither
throwgh the fund house or authonzed brokers;

= that units of mutual funds are not transferredsold w other buyers unlike equity shares
but are reiurned back 1o the Asset Management Company:
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3.

the applicanl reecives various inputs and inpul services, which are commonly
received towards hoth taxable supplies as well as the activity ol investment &
redemption i the muteal fund units;

thist presently the applicant is reversing the proportionate [TC pertaining w0 common
input & input service towards both taxable supplics as well as redemption of mutual
funds in terms ol seetion |72 read with Bule 42 of CGST Act, 2017,

|'he applicant, however, 1s of the view that there 15 no requirement o reverse

the I'TC availed on receipt of such common inpuis & input services in terms of the
provisions ol section 17(2) of the CGST Act, 2017 read with rule 42 of the CGST Rules,
2017, To substantiate tis averment, the applicant has made the following submissions

Y1z

that i case of mutual fund schemes, imvestor s only subscnbing 1o the units of the
fund and redeeming it that there is no purchase or sale involved:

that i terms of section 17(2), ibid, 11C 10 the extent il pertains to "exempl supplics’
needs (o be reversed: that section 17(3), ibad, provades that value of exempt supply
shall include transactions in securities: that ‘money & securities” have been kept
outgide the term of poods & services as defined ws 2(52), & 2{102), ihid.
respectively; that redemption of mutual funds cannot be termed as exempr xuppaly.
having been excluded oul of the scope ol supply of goods or services & hence seclion
I 7(2). will ot apply:

. that they wish to rely on the case of Mis. L&T || M/s. Bhayana Builders * and
Civpsy Pegasus [id *;

that the term “transaction in securities’ 15 nod defined: that section 17(3) creates a
decming Getion o include value attmbutable (o transactions in sccuritics in the value
al exempl supply: that however the applicant feels thal transaction in securitics
cannet be considered as an exempt supply since securities have been excluded from
the scope of both poods and services.

that in terms of mule 42, the value of "transaction in sccurities” shall be 1% of the sale
value ol securities; that the appheant redeems the mutual fund unit which is distinet
Irom sale & hence the mechanism preseribed would be inapplicable in case of
redemption of mutual funds: that they would like o rely on the judgement in the case
of Ace Creative Leaming P [ad?, M/s. Ambuja Cements Lid®, Modi Sugar Mills®,
Dilip Kumar & Ca’;

that sinee there 18 ne machinery provision 1o arrive at the value of exempt supply in
case of redemption of mutual fund, the scheme lor reversal of TTC lails; that they
wild like 1 rely on the judgement in the case of B C Srinjvasa Setty”, Pushpaman
Foargings™

that they would like 1o rely on the judgemems in the case of Suresh Kumar Bansal'”,
Frernit Fverest Lid'', Shabina Abraham'® wherein it is held that in absence of
machinery provisions, levy provision becomes unenforceable.

P01 (30 STR 913 [5Ch
J008 (2) TMI 1325 [5€)
' 2018 {15) GSTL 305 (5C)
CA02T [4) Tl BEF CESTAT Bang
2023 {5) TMI BO& CESTAT Mum
" 1961 AlR 1047
CA0AB{IBTFELT 57T BC
P 1981 {2} TR SC
2003 {153) ELT A B9 5C & 2002 {140} EL 490 Tri Mum
AT (A} GRTLI IZE 5C
Y199y (BE) ELT 28 Mad
M201% {323 ELT 372 5C

Page 2 of 10



4, In view of the foregoing, the applicant has sought a ruling on the below
mentioned question viz:
“Whether the applicant is eligible to avail ITC of tax paid on commeon inputs &

input services wsed in relation to the subscription and redemption of mutual
Sunds? ™

< Personal hearing was granted on 04.12.2024, wherein Ms Privanka
Kalwani, Advocate, Ms Devanshi Sharma. Advocate, 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 judgements viz:

Munjaal Manishbhai Bhant'

Mohit Minerals P Ltd'

M/s. SAL Steel Lid'

Suresh Kumar Bansal & Anuj Goyal'®

M/s. Cognizant Technology Solutions India P Lid"”
M/s. Siegwerk India P Lid ™

M/s. Ponni Sugars Erode Lid'

M/s. Instakant Services P Lid™"

(T R O T R o N R

Discussion and findings

b. 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 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 of question on which the advance ruling is sought.

¥ 2022 (5] TMI 3097-GHC

5 3020 (1) TMI 974.GHE

1520190 TMI 1315-GHC

& 2016 (6) TMI 192-DHC

T 3024 [9) TMI 922-CESTAT Chennai
3024 [10) ThI 220-CESTAT New Dalhi
* 2024 (5) TMI 1350 CESTAT Bangalore
0 3024 (3) TMI 1350 CESTAT Bangalore
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8. The short issue involved in the application filed seeking a ruling is
whether applicant is eligible to avail TTC on common inputs & input services used in
relation to the subscription and redemption of mutual funds.

9, Before dwelling on to the questions on which the applicant has sought
ruling, it would be prudent to reproduce the relevant sections, notifications, ete.

for ease of understanding viz [relevant extracts]

Central Goods and Services Tax Act, 2017
# Section 2. Definitions.-

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:

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

{11 Every registered person shall, subject to such conditions and restrictions as may
be prescribed and in the manner specified in section 49, be entitled 1o 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 lurtherance of his business and the said
amount shall be credited to the electronic eredit ledger of such person.

» Section 17. Apportionment of credit and blocked credits.-

(1) 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 1o the purposes of his
business.

{2) Where the poods or services or both are used by the registered person partly for
effecting taxable supplics including zera-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 1o so much of the inpul tax as is
attributable to the said taxable supplies including zero-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 10 clause (b)
of paragraph 3 of Schedule 11, 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 111 *except.—

(1) the value of activities or transactions specified in paragraph 5 of the said
Schedule: and
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{ii) the value of such activitics or transactions as may be prescribed in respeet of
clause (a) of paragraph 8 of the smid Schedule | |

Central Goods and Services Tax Rules, 2017

# Rule 45. Conditions and restrictions in respect of inputs and capital goods sent
to the job worker.-

Explanation. - For the purposes of this Chapter.-
{1} 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 17-
() the value of land and building shall be 1aken as the same as adopled for
the purpose of paving stamp duty: and
ib) 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 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.

11. 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 17(2)
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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
exempi supply, having been excluded out of the scope of supply of goods or

services.

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(h){id) of the Securities Contracts | Regulation) Act,
1956. Going through the definition reveals that the term goody and services as

defined supra excludes securities.

5. 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 qualify as an exempt supply, firstly it must fall within

the scope of “supply’.

I 6. A conjoint reading of sections 2(47), 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. Interestingly, however, in the submissions the applicant also states

as under:

3.2 The expression ‘transaclions in securities ™ has not been defied under GST law.
Henwever, it appears that the phirase “transactions fn securities' is broad and may
include creation, issie. sale, purchase, exclunge, redemption and extinguishment of
shares or debentures.

3.3 At this juncture, @i s periinent o mwe thal Secrion 17(3) does mot state that
fransactions in securities s itself on exempt supply, rather it only creates a deemng
Siction to include the value anribriable fo transactions in securities in the value of
exempt supply. As steved earlier, “securittes’ have been excluded from the scope of
both “goods " and “services ' as defined by the CGST Act & thevefore, a iransaction in
securitics cannot be considered an exempt supply. ™
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The applicant concedes that u/s 17(3), while computing the value in terms of
section 17(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 1% of the sale value of securities, [in terms
of the explanation reproduced 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 |6, 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 16(1)
of CGST Act 2017, reproduced supra, states that every registered person shall
be entitled to take credit of 1TC charged on any supply of goods 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 muiual funds by the applicant is neither a supply
of goods nor supply of services. Therefore, in terms of section 16(1). we find
that the applicant is not eligible for availing 1TC 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
redemption 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 17(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:

» HDFC MUTUAL FUND

Redemplion/Repurchase:

Rsdempord EpUChass it INg Duyeng Back of CORLEIASG O wivds Iy O il lund i ¢ ) A oo Lty O O N OrepiEng Dass,

FOFC B gt WpDi o] Cosapdery Lirtiled FORC SEC 0 ene ! Incare iefenoes rrabusl Fung mranag ey IWIROMOT piu B E 85 s vatell iodinfn 1o armid

e J 0 ITTREL e, B Y N TSRy s DD AT RO B Wi ML iy S PN B AR TIRCOOO TS Thies [ BB v
T Pt BT ORHTTIG R e SCCTERER TR T PR T R NIRRT s T e Lt v Do erSCF TR f e e coowiardy vidw aa romam

sl of ol A oo on s pubies of Darapes oo p e 0 ol phenand 0, WD PECODVD s il e Lo e LiBng ol Bl 2iam KoAae s B harand iae

F i (R T 16110 Pl an Funfuget B e wrarhl

sorce JhepssCwwwy e fofund. comleamers-
corner/beginnerkey-lerms-concepts

#» HDFC BANK

What is Mutual Fund Redemption?

Lhh | 1 L - LS ! - 1 e Ay =L v Y FERTIME TR
P | L 5 Ll 19 stk | (R 1] I ] #af thian ibde WaY
ang recey 1§ MGy im0 TR, YO -CAn raesin Dark ff Foil wesdmmeril, | & & speotied nombss af

I ENLTE IESTT o CErpEs Iraifi a PufleE fund schemss il YOUr redeEpAion S peCanom 5
LD ITEE WIEn iNes Fgrad Morte G 10T Fanslher Spency bebore J omoan mraripr frad v dae P dins
arfe® days MAY 15 sanlitable for calculane the medemo T Pedus afear B pur gt the nesr

HOFC Bang (s 8 AMEFl-repistored Mutnad Fund Disteibilor & o Corporgle Agent for lnswrgnce
products,

Sowrce _hitps:'www hdfchank com/personal resources leaming -
eentre/invest what-is-mutugl-fund-redempion-and-how-1o-

» BAJAJ FINANCE LIMITED

Wt s el funa cpoam o

Mt hind redersrten refers in the process whers s e sl e madgual R usily Deos 1o 1N o] Mafeduineml tovtgany [AMCL inmmpie e, i rvagives A TV i
S AT PR el RO T R 1 i Th fetiaivie B rieasel ermone® evwwaled

e & SN L [Tl [ 7= 1w i Fasli ! e T P P e

Do o e

By Fonbnde Lomafed | BFL T regadareg-addh B B g oo ol S Franss on inga CaBF s o il dafor o Dhod gorty Sbhpbust Fondds [sbon iy eefarsd oy Bl
Futads) wiith ARW M2 iaT
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Souree 2 hitps:'www, bajajfinsery. in/investments/mutual-fund-
redemptiond;—exi=Mutzal*20fund 2 (redemptionallrefersts
20pete20thet o2 Dprocess?a 2 Owhereta0an?G2Dinvestor retums ol
DortaZ0principal®e2damount a2 linvested,

# Association of Mutual Funds in India

L mﬂ“mnmlm|ﬂlmmmﬂh#mm“ﬂﬂi'm““““
e egatened wilh Securibis and Exctange Boasd of i 5EE)

* ANF] was ncorpaaiesd on Sugusd 17 135 unan sesion 75 ol e Companies ot 1854 (comeapanding Seciion & of ihe rew Compines A28 301 &
& non-prof oigsnemaon

HET ASSET VALUE {HAY]

«  Him POt i TFE ik SATERE B WRF 3§ A Ewr i by o 1 el Ll s Loapla By BRE N TaToh i T
e A Teeler ) of 8 it Farad

4 EFRI g o s SEB | I CE fee 3 TR R g uee 10 TH0E fae whenmbad oy Lidal Bl @
s’ fusd st
v P A P e T s iF 1a P g . . [P

iRy Rk Lola H W r . Cavermn L2 e B bdbuiih iie s L gianoas nid

[ramg §w Cirgoing IFfm peeec an e dibe fod b0 v inopaes I uessoirrorslrnpiofs
e e wsane o B PO pebtend | B pnile sE pE parmaser gl B (b e Saw o e Ui FLAGRT
in sppic s LY oo g o suietrgiam

Repunthass Ealeniplion Frda

. Thy ArpuAdiisf Baigispdes Vine A Pe & i b ol il o Wiadn ® ore desal HE[RAT UL PRE §EEN 8
Bewd £ FWBCH. b Y B T wrrpdim i g e o amdis aple B ebe b sie ok EreEneplish oF B
Rl I ees b e peawts s g peiedied o | o] o essEeel § AT DS

» FeperepEnon prooe o capadabed g6 Pl

Appirrpiian Pree = fAppncate Inbuh . Esdama d anj | Fow Eqprepe it e Sppicatie P1EY m 20 Gl El Lo
A Hi_impr e Eadumpior By sl s s 2107 1.0 8200 PRER

¥ iy bed e g iml an BN Truwies fas P ngphd Si i iedefs o b Cuil | il wheemam aradioe £ rbodeoa Sl LES
nsiert T e b e d by M (B egaadur

dwy chaage w1 psd ghusfure w0 ke pMadlen oi) o dagle Be i LBl amm ot s a oty rmibuan N sl F i
Fidres

e i SEB Sl Fisary i Bagartone (00D e e! Upisie RS O R Erpurmass e cprreyerd

el o BAce i pricp s rol B eveds FLAE BT B o PR

W Py b (ot Tl umib, of g B epsed §ohgrery il bet Tegia T des  prens e

Source : hirps:/‘www . amfiindia.com/investor-comenknowledge-
center/net-asset-value imi¥accordions

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 of the Hon'ble Karnataka High Court in the case of M/s
Robo Silicon Pvt, Lid [STRP No. 24/2019] wherein it was held as under:

14 The common pariance test’. “marketability test’, populor meaning test” are all
tools for inferpretation to aretve at a decivion on proper-classification of a tariff entry.
The test, ax fo what a comman man viewing or dealing with the article will wnderstand
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10

it o he, would be relevant. The Hon'ble Apex Court has held that while interpreting
the entry for purpose of taxation recowrse should not be made ro the scientific
meaning of the terms or expressions uxed b to their popular meaning, that i 1o xay,
the meaning attached to them by those dealing i them.

22, The averment 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 averment 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 averment 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 & nput services 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 inputs and
input services used in relation to the subscription and redemptlm of mutual
funds as per Section 17 (2).

fl'-:-iidl'_ﬂ;%ﬂuk la)

Member (SGST) Me:mhu:r (CGST)

Place: Ahmedabad
Date:24203.2025
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