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Name and addrcss ol the
applicant

M/s 63 Idcas Inlblabs Privatc l.irnitcd,
501, 5th !'loor, Shapath l, S.G. Ilighway,
Ilodakdev, Ahmcdabad, Gu arat-3 U0054

GS't'lN of the applicant 21AALC7.8597t _17,t

Jurisdiction Officc Olfice ofthe Assistant Commissioncr ol'Statc
'l'ax, tlnit-9, I{angc-3, I)ivision- I ,

Ahmedabad.
Date ol application

Clausc(s) of Section 97(2)
of ('(;S'l7GCS l' Act,
2017, under which tl.rc

(c)

clucstion( raiscds

Datc o l' I)crsonal I Icaring 24.09.2025, 24.0 4.202s

Prescnt lbr the applicant Shri N Il Badrinath

l] ricl' lir cts:

IWs 63 Idcas Infolabs Privatc Limited,501,5th lrloor, Shapath l, S.G.

Highway, Bodakdev, Ahmedabad, Gujarat380054 [or shofl 'applicant'l is

registered under GST and their GSl'lN is 24AAACZ8597l,l7.l.

2. 'l'hc applicant has statcd that they arc cngagcd in thc wholcsalc btrsincss

of selling agricultural produce & staples across lndia, primarily in thc naturc ol'bulk

distribution, through various networks and operate in 16 states and LJ'l's. 'l'hc

applicant has developcd a supply chain managcmcnt ISCMI platltrrrn acccssiblc via

its wcbsitc and/or rnobilc app. -l'his lacilitatcs conncction of' ['anr.rcrs, produccrs &

brand with retailers cnabling seamlcss sales of agricultural producc & staplcs

3. 'l'he applicant proposcs to cntcr into an agrcerncnt to custornizc its SCM

platlorm to suit cerlain specific rcquirement ol an overscas client, to grant a

pcrpetual liccnse lor its use, while rctaining owncrship ol thc proprictary platl'orrr.
'fhe consideration will be receivcd in loreign cxchangc. In thc cvcr.rt oI'an1,.liiiluri,l:...,.

the applicant will have the right to exercise the reccipt of considcration in thc lirrm i,.;,'

of Preference shares of the foreign cntity which are non-voting & ir-rcdcemablc.
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4. 'l'hc applicant, therel'orc, seeks the following clarification: -
"l(hether the receipl o/'consideration in the form of non-voting, irredeemable

preference shares would fulJil the requirement of " receipt of consideration"

as re;fbrred in Section 2(6)(iv) of the IGST Ac4 2017 and therefore there will

be m liability to pay GST on the supply of the said services (customization

and licensing of the proprietary platfurm) by the Applicant to the overseas

clienl "
'l'hc applicant has I'u(hcr statcd that the ruling is sought in terms of SectiongT (2)(e)

of thc CGS'I' Act, 2017 .

5.

undcr: -

lhc applicant has submil.tcd thcir intcrprctation of law in the mattcr as

(i) 1'hc proposed transaction adheres to the Foreign Exchange

Managcmcnt Act, 1999 IITEMA in short] and the Foreign Exchange

Managcmcnt (Overseas Investment) Rules, 2022 [OI Rules in short l.
'l-hese rcgulations permit Indian entitics to invest in and receivc lorcign

cquity capital, including preference shares, without prior approval,

providcd ccrtain conditions are met.

(ii) Iiule 2(e) of the OI Rules defines 'equity capital' ro include

irrcdccnrablc or fully and compulsorily convertiblc instruments, covering

thc typc ol'prcl'crcncc sharcs that the applicant proposes to receivc.

(iii) F'tlMA and IIBI regulations explicitly allow lndian entities ro rcceive

considcration lor services rendered, in the form of preference shares as

part of thc Ovcrseas Direct Investment. Para 2(iv) of Schedule I of the OI

I{ulcs allows capitalisation of dues, facilitating the acquisition of sharcs in

a foreign company.

(iv) rcccipt ol preferencc shares as consideration brings share capital of
ovcrscas cntities into India. As FEMA and RBI recognize this form of
rcccipt of consideration as valid, the same would be deemed as sufficicnt

and appropriate lor the purpose ofSection 2(6)(iv) ofthe IGST Act,20ll

too.

(v) this mode of settlement is deemed receipt of consideration in terms of

Circular no. 7 8/52/2018-GST dtd. 31.12.2018.

(vi) Section 2(3 I ) of the CGS I Act, 2017 & Rule 3 7 of the CGS'I' I{ulcs,

2017 recognize non-monetary consideration such as financial,qgfi#-*fr,.i

\
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(vii) Ihe proposed receipt of prefcrence sharcs lrorn a lbrcign cntity as

payment for the proposed provision of a pcrpctual license to its
customized SCM platform, fits within thc framework of FIIMA and OI

Rules.

(viii) The legal doctrine acknowledges that whether any entity reccivcs

cash or equivalent value in another form such as equity, thc fundamental

objective of enhancing the country's lorcign financial rcscrvcs is

achieved.

(ix) Even otherwise, the remittance & subsequent acquisition would

independently align with regulations governing outward lorcign

investment and RBI approved capital flow

(x) they wish to rely on the ruling of Kerala AAR in the case of Malabar

Gold P Ltd. - 2023 (7) TMI 573, J.B. Boda (P) l.td Vs CI|Dr- 1996 AIn

Suprcme Court 1543.

6. Personal hearing was granted on 24.09.2025 whcrcin Shri N It l]adrinath,

authoriscd rcpresentative appearcd on bchallofthc applicant and rcitcratcd thc I'acts

& grounds as stated in the application. Subsequcnt 10 the hearing, the applicant has

also submitted additional submissions on 30.09.2025 through c-mail, whcrcin thcy

have submitted an undertaking that monies upon sale ol' sharcs will also bc

cvcnlually credit into their banking account. A copy of the undcrtaking has also bccn

cnclosed.

l)iscussion and findings

7. At the outset, we would like to statc that the provisions olboth the CGS'I'

Act and thc GGS'I Act are thc same, exccpt lor ccrtain provisions. 'l'hcrclilrc, unlcss

a mention is specifically made to such dissimilar provisions, a rclerence to the CGS'I'

Act would also mean a reference to the same provisions under thc GGS'I' Act.

tt. We have considered thc submissions madc by thc applicant in thcir

application for advance ruling as well as the submissions madc both oral and writtcn

during the course of personal hearing. We havc also considcrcd thc issuc involvcd,

thc rclevant lacts & thc applicant's submission/intcrprctation ol'law in ,:oSfi.t ,ri",.

qucstion on which thc advancc ruling is sought
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9. wc llnd that thc short issue to be decided is whether the applicant can receivc

thc cxport procecds in the lorm of preferential shares of the foreign entity and

whcthcr thcy would satisfy the requirement of consideration i.e. convertiblc Ibreign

cxchangc as nrentioncd Clausc (iv) ofSection 2(6) ofthc IGST Act,20l7.

10. 'l'hc applicant has aftcr framing this queslion, as a corollary to this question,

also sought a ruling as to whcthcr thcrc will bc liability to pay GS'l.on thc supply o{-

thc said scrviccs (customization and liccnsing of the proprielary platform) by thc

Applicant to the ovcrseas clicnt.

I I . As pcr l{ulc 96A o1'thc CGS'I' ILules, 201 7, a registered person has the option

to supply thc goods or services for export without payment of IGS'I' under Ilond or

Lcttcr ol'undcrtaking. I Iowcver, if the goods arc not exportcd or if the paymcnt for

lhc scrviccs cxportcd arc not rcccivcd by thc cxportcr in convertible forcign

cumcncy, within thc prescribcd period, the exportcr has to pay the tax due along with

intcrcst.'l'hus, only on thc non-rcceipt of'the cxport procccds, the cxportcr liablc to

pa), thc tax involvcd in thc scrviccs cxported. 'l'hcreforc, the primary quesl.ion is

whclhcr thc cxport proceeds in thc lorm of prelbrential shares of the foreign cntity,

satisly thc rcquircment of consideration i.e. convertible foreign exchange, as

mcntioncd clausc (iv) of Scction 2(6) of the IGSI'Act, 2ol7. rt is only aftcr this

cFlcstion is answcrcd, we can proceed on to thc ncxt question i.e. whether thcrc will

bc liability to pay GSI-on the supply of the said services by the Applicant ro rhe

ovcrscas clicnt, though thc applicant has clubbed both the questions into one

cluc:;tion. wc llnd f'rom thc qucstion framed, that the intention of the exporter is also

orrly [o know whcthcr prclcrcntial shares ol the foreign entity, satisly thc

rcquircrncnt ol- considcration i.c. convcrlible forcign exchange. 'fhe other lcg of thc

qucstion is just an ancillary onc.

I l. As pcr Scctiort L)7(2), thc clucstion on which the advancc ruling can bc sought

Lrnrlcl thc r\ct. is in rcspcct ol'thc lbllowing: -

(a) clu.ssi.f ic'ution o.f'onygoods or services rtr both,'

(h) us4tlic'abilit.t,rt/ a noti/ic'ation i,ssued under the provisions o.f'this Ac.t;

l.') (lrtL,nltindtiort of lirnc utul t,olue ol supltl.t rf grnd:; or servicc.s or holh;

(d) udrrri.tsibilit.t'of inltrt tux cradil of lor poitl or clccnted to hava been 1ni-cl;

(e) dclarnt irttrt itn of'llta liubilin' to pavtox on an'grxxls or services or httth.

(./) tlrcthcr ul4tlic'unt i.s required to be regi.\tcred:
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(g) whether any particular thing done by the applicant wilh respecl lo any

goods or services or both amounts to or results in a supply ol good.s or services

or both, within the meaning of that term.

13. 'l'he question raised by thc applicant docs not lall undcr any ol'thc abovc said

mattcrs mentioncd in Section 97(2) ibid. Wc llnd that thc applicant has tricd to argLrc

that the ruling is sought in terms of Section 97(2) ol' the CGS'I'Act, 2017 on thc

ground that they are seeking the liability to pay GS'l' on thc supply ol scrviccs by thc

applicant to the ovcrseas client. I Iowevcr, as mentioncd supra, thc prinrary qucstion

to bc answered first is whether thc export procecds in thc lorm olprclbrcntial sharcs

olthc foreign entity satisfy the requirement of considcration i.c. convcrtiblc lorcign

exchange as mentioned Clause (iv) of Section 2(6) ol thc IGS'I' Act, 201 7. lJnlcss

this is dccided, thc subsequcnt tiability to pay GST cannot bc answcrcd. Sincc, thc

rnain qucstion is out of the scopc olScction9T(2) ol-thc Act ibid, wc arc unablc to

answcr the corollary about thc liability to pay GS'l'.

14. In view olthc forcgoing, wc rulc as undcr: -

tit l.t\(;

Question: Whether the receipt of consideration in the.form o/ non-voting,

irredeemable preference shares would fulfil the requiremenl o_f " receipt oJ

consideration " as referred in Sectkn 2(6)(iv) o/ the IGS'I' lct, 20 17 and

therefore there will be no liability to pay GST on the supply o/ the said serviccs

(customization and licensing of the proprietary platfbrm) by the lpplicant to

the overseas client.

lnswer: Not answered in view of the reasons menlioned ttforesoitl.

(s ushma ra)
Mcmber ( s'l') \1\ tl? i

(Vishal Malani,)
Murrircr ((l(iS i )t

I)lace: Ahmedabad
Datc: 24 .11.2025
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