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GUJARAT AUTHORITY FOR ADVANCE RULING
GOODS AND SERVICES TAX

D/5, RAJYA KAR BHAVAN, ASHRAM ROAD,
AHMEDABAD _ 380 OO9.

Name and address of the
applicant

ADVANCE RULING NO. GUJ/GAAruR/ZOZ5.nI
(IN APPLICATION NO. Advance Ruling/S GST& CGS'I I 2024 I AIt'/ 22 )

Date 0312025

NzVs. Gujarat Narmada Vallcy Ferilizcrs &
Chemicals Limited,
P.O. Narmadanagar,
Dist-Bharuch Gu arat-392015

Center Commissionerate - Vadodara-Il
Division - VI- Bharuch

e-IV
14.08 .2024
(d)

23.0t.2025
Shri Hardik Shah, Ms I-Ieena Patcl and
Rakesh Kumar B astha

Brief facts:

NzVs. Gujarat Narmada Valley Fertilizers & Chemicals Limited, P.O.

Narmadanagar, District Bharuch, Gujarat-392015, (fo. shorl - 'applicant') is

engaged in the manufacturing of fertilizers and chemicals. The applicant is

registered with the department and their registration No. ts 24AAAtl3 72Q17.2.

2 Briefly, thc details as submitted by thc applicant arc as undcr:

. that the applicant, is a public limited company as per the Companics Act, 2013
and its sharcs are listed on the stock exchange;

. that they had initiated a share buyback programmel in Dccemb cr 2023;
o that they are eligible for ITC on the expenditurc incurrcd towards buyback of

its shares; that the buyback of shares is an activity undertakcn in thc coursc or
furtherance of business.

3. The applicant has further stated that buyback of shares improvcs

company's financial standing, creates value for shareholders, contributcs

prestige &. promotes the Company's image, reduccs equity capital, lcads to

1 A buyback significs a colrlpany repurohasing its own shares firom cxisting sharcholclcrs. 'l'his proccss
is govcrncd by regulation stipulated in thc Cornpanies Act,2013 and thc Sccr-rritics and Irxchangc
Iloard of India Regulatior-rs, 2018.

v-
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improved shareholders return; that it is a simple way to pay off investors &
re duce the overall cost of capital. I'hus, buyback extends beyond just acquiring

shares.

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

following viz

Govcrnmcnt of Gujarat passed a Government I{esolution dated 24.4.2023-
directing all SPStJs2 to strengthen their financial management in the form of
capital rcstructuring to rcalize potential for market capitalization;
as a parl of thc capital restructuring cxercise, Govcrnment also directcd to
undertakc buyback of sharcs;

that thc applicant initiated buyback post issuance of GI{ dated 24.4.2023.

5. 'I'he applicant has given the below mentioned averment to substantiate

their cligibility for ITC on expcnses incurred towards buy back of shares,viz

that since the buyback is in the course or furtherance of the business activity,
thc II'C on expcnscs incurred towards the buyback process should be

considered as an eligible expenditure for the purpose of ITC;
that sincc buyback of the shares qualifies to be business expenditurc, the

applicant believes thcy are entitled to claim I fC on GST paid on expenscs

rclatcd to buyback of sharcs';

a harmonrze,d rcading of the terms 'in thc coursc'3 and 'furtherancc'4, implics
thal furthcrancc of business would mean advancement of busincss or
promotion of busincss; that any activity carried on with a purpose to achievc

busincss objectives, business principlcs, busincss continuity and stability
would per se amount to an activity in course or furtherance of business;

that thc buyback program constitutes a business activity undertaken to achieve

its core objectives; that the definition of 'Business' u/s 2(17) of the CGS'| Act,
2017 , depicts that the definition is inclusive and encompassing various

activitics.
that clause (b) of the definition of 'business' cncompasses activity likc
buyback of sharc or issuc of shares' by a limitcd company as thesc activitics
arc incidental or ancillary to the core busincss operation outlined in clausc (a),

ibid;
conscquently the applicant believes that taxes charged on professional fecs,

lcgal fccs, arrangemcnt of buyback fees etc. incurred for buyback process arc

cligiblc for I'l'C undcr section 16(1), ibid;

that in terms of the dclinition of 'Input Serviccs' uls 2(60), ibid, profcssional

l'ecs, aclvcrlising costs and other incidental cxpenses are directly linked to thc

company's busincss objective, qualifying them as input services;

that while buyback process doesn't directly result in immediate outward

supply, it is an esscntial step towards optimizing financial health and

ultimately incrcase its ability to make taxable supplies;

that thcy wish to rcly on the judgement in the case of Coca-Cola India (P.)

Ltd.s

a

a

a

a

a

a

a

a

a

a

a

a

2 State public sector undertaking
3 'ln thc coursc' gcnerally mcans something in the progress of or process of
'1 ,liurthcrancc'as per the lllack's law dictionary: 6th edition l lth reprint 1997, is'Act of furthering, helping

I'orward, prornotions, advancement or progress. Dictionary meaning of the term furtherance' implies

advanccmcnt, promotion of scheme, etc
5 20091 221 s'l"l' 130 (lloM.)
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that the meaning of the expression 'transaction in securities' u/s 17(3), ibid, is

vcry wide & should be read in conjunction with thc valuc of 'cxcmpt supply'
& not indcpcndently;
that undcr buy-back of shares, there is no salc and purchasc transaction; thal
thc sharcs bought back havc to bc canccllcd by thc company aftcr buy-back
within the prescribed time-frame;
that ITC is eligible in case of issuance of frcsh shares & hcncc I'I'C should bc

eligible in the case of buy back of share as well.
that they wish to rely on the case of Krelztcchnik pronounced by Iiuropcan

Court of Justice.

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

below mentioned question viz:

"whether the expenditure incurred by the applicant, a listed entity, for the buyback o.f its

shores in the course of furtheronce of business, is eligible for Inpul T'ctx Credit (f!'C) uncler

the GSTregime?

7 . Personal hearing was granted on 23 .01.2025, wherein Shri llardik

Shah, Ms Heena Patel and Rakesh Kumar B Kayastha, on behalf of the applicant

and reiterated the submission already made in the application.

Discussion and findinss

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

CGST Act and the GGST Act are the samc except for ccrtain provisions.

'l'hercforc, unless a mention is specifically made to such dissimilar provisions,

a reference to the CGST Act would also mean a reference to the samc provisions

under the GGST Act.

9. We have considered the submissions made by thc applicant in thcir

application for advance ruling as well as the submissions madc during thc coursc

of personal hearing, additional written submissions and oral submissions madc

during the course of personal hearing. We have also considered the issue

involved, the relevant facts & the applicant's subrnission/interpretation o1- law in

respect of question on which the advance ruling is sought.

10. The question to be decided in the present application is as to whcthcr

applicant is eligible to avail ITC on the expenditure incurred for the buyback of

its sharcs.

a

a

a

o
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I 1. Ilefore dwelling on to the questions on which the applicant has sought

ruling, it would be prudent to reproduce the relevant sections, for ease of

undcrstanding vizI rclevant extracts]

(lcntral Goods and Serviccs'I'ax Act 2017

In this Act, unlcss thc contcxt otherwisc requires,-

(52) "goods" mcans cvcry kind of movable property othcr than money and sccuritics
br-rt includcs actionablc claim, growing crops, grass and things attachcd to or forming
part o1- thc land which arc agrccd to bc sevcred before supply or under a contract of
sr-rpply;

( 102) "scrviccs" means anything other than goods, money and securitics but includcs
activities rclating to the usc of money or its conversion by cash or by any other mode,
Iiom one form, currcncy or dcnomination, to another form, currency or denomination
lor which a scparatc consideration is charged;

( I 0I ) "sccuritics" shall havc thc samc mcaning as assigncd to it in clausc (h) ol'
scction 2 of- thc Securitics Contracts (ltcgulation) Act, 1956 (42 of 1956);

Sqquatic.s Cantracts (lleeulation) Act. 1956 (42 of 1956)

/ Scction 2. l)clinitions.-

(h):- "sccuritics" includc-
(i) sharcs, scrips, stocks, bonds, debenturcs, dcbenturc stock or other markctablc
sccuritics of a like naturc in or of any incorporatcd company or othcr body corporatc;
(ia) dcrivativc;
(ib) units or any othcr instrumcnt issued by any collectivc investment schcmc to thc
invcstors in such schcmcs;l
(ic)sccurity rcceipt as dcfincd in clause (zg) of section 2 of the Securitisation and
Itcconstruction of liinancial Assets and Enforccment of Security Interest Act, 2002;l
(id) units or any othcr such instrument issued to the investors under any mutual fund
schcrnc: 

I

(ii) Governmcnt securitics;
(iia) such othcr instrumcnts as may bc dcclared by thc Central Govcrnment to bc
sccuritics; and
(iii) rights or intcrcst in securitics;

(l) Irvcry rcgistcrcd pcrson shall, subjcct to such conditions and restrictions as may
bc prcscribcd and in thc rnanncr spccified in qgq]Llmlg, bc cntitled to takc crcdit ol-

input tax chargcd on any supply of goods or scrviccs or bolh to him which arc uscd

or intcndcd to be uscd in thc course or furtherance of his busincss and thc said
amount shall bc credited to the electronic credit ledger of such person.

( I ) Whcrc thc goods or scrviccs or both arc uscd by thc rcgistcrcd pcrson partly lor
1hc purposc o{'any busincss and partly lor othcr purposcs, thc amount of credit shall
bc rcstrictccl to so much of the input tax as is attributablc to thc purposcs o[ his
busincss.

(2) Whcrc thc goods or scrvices or both are uscd b,v the registered pcrson partly for
cl1'ccting taxablc supplics including zero-rated supplics under this Act or undcr thc
Intcgratcd Goods and Scrviccs'fax Act and partly for effecting excmpt supplics undcr
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the said Acts, thc amount of credit shall be rcstricted to so much of thc input tax as is

attributablc to the said taxable supplies including zcro-ratcd supplics.

(3) 'fhe value of exempt supply under sub-scction (2) shall bc such as may
bc prescribed, and shall include supplics on which thc rccipicnt is liablc to pay tax on
reverse charge basis, transactions in securities, salc of land and, subjcct to clausc (b)

of paragraph 5 of Schcdule II sale of building.

Illxplanation.- For thc purposcs olthis sub-scction, thc cxprcssion "valuc of cxcmpt
supply" shall not includc the value of activitics or transactions spccificd in Schcdulc
III, afcxccpt,-
(i) the value of activities or transactions specified in paragraph 5 of thc said Schcdulc;
and
(ii) the value of such activities or transactions as may bc prcscribcd in rcspcct ol-

clause (a) of paragraph 8 of the said Schedule.l; l

12. Broadly, in terms of sections 16 & 17 of the CGS'I'Act,2017, cvcry

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

both used or intended to be used in the course or furtherancc of business subjecl

to the prescribed conditions and restrictions. Whcrc thc goods or scrviccs or

both are used by the said registered person partly for the purposc ol'any busincss

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. l'hc availment

is subject to the ITC blocked u/s 17 , ibid.

13. The facts having been mentioned in detail supra is not being rcpeated

for the sake of brevity. I{owever, to recap, the applicant, a listed cntity, has

sought a ruling as to whether they are eligible for I'fC on the cxpcnditurc

incurred for the buyback of its shares. The applicants primary contention is that

thc cxpcnditurc towards buyback is in the course of business & thcrcforc thcy

are eligible fior the same.

14. We find that the applicant has erred in assuming that thcy arc cligiblc

for I'l'C. fhis is morc so since section 16(1) of CGSI' Act 2017, rcproduccd

supra, states that every registered person shall be entitled to takc crcdit o1'ITC

charged on any sunnlv of goods or services or both used or intcndcd to bc

used in the course or furtherance of business. Now a conjoint rcading of thc

definitions as provided in section 2(52),2(101) and (102), ibid, statcs that thc

activity undertaken, ie. buy back of shares by the applicant is ncither a supply

of goods nor supply of services. Therefore, in terms of section 16(1), *" find

that the applicant is not eligible for availing ITC on the expenditure incurrcd lor
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thc buyback of its sharcs, it ncither being goods nor services, a primary condition

lbr avaihncnt of I'l'C. 'l'hc applicant is thercfore out of the ambit of scction 16,

ibid and is therelorc not eligible to avail ITC on the expenditure incurred for

buyback of its shares.

15. 'l'hc thrust of thc applicant's argument is that the expenses incurrcd

towards thc buyback of shares is in the course or furtherance of the busincss

activity &. thcrcficrc, should be considered as eligible expcnditure for thc

purposc of I'l'C. 'l'his averment needs to be examined only if the expenditurc

incurrcd is towards goods or serviccs. The term'securities' is excluded from

both goclds and scrviccs. 'fhe primary requirement for availment ol'I'fC; not

having bccn met, we do not intend to go into the averment as to whcthcr thc

samc is in thc course or furtherance of business activity or otherwise, since it

would only bc an acadcmic exercise.

16. ln view of abovc, we rule as under:

RULING

'l'hc applicant is not eligiblc to avail the I'fC involved in thc cxpenditurc
incurred for buyback of its share and also required to revcrse thc I'l'C on

common inputs and input services used in relation to thc expenditurc
incurrcd lor buyback of share.

(Ka hukla) B. M eena )

Member (CGST)NI ern ber (SGST)

Place: Ahmedabad
Date 2t.03.2025
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