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' HARYANA APPELLATE AUTHORITY FOR ADVANCE RULING mgﬁw;’glpa
(Con'sti'tuted,_under Section 99 of the Haryana Goods and ServiceS Tax© BA‘/;Q_,

Act, 2017 read with Central Goods and Services Tax Act, 2017) 6\9‘ £
BEFORE THE BENCH OF WDA’

e b e i b Sy

Sh.Naveen Kumar Jain, IRS 7 Sh. Vinay Pratap Singh, IAS ,’/r\q}" @
Chief Commissioner i ey ' Commissioner

Central Goods and Service Tax | Excise & Taxation Department,‘

Zone,Par.iéhkula. s Haryana

s . L

|

HAAAR Order-In-AppealN$ HAAAR /2.01.% - 2y (Io 5 Date:2.2.05.2026. |

(1?%88_6:?1;-:@}{_ Haryana_ Appellate Authority. for Advance Ruling under Section
101(1) of the Haryana Gogds,and., Services Tax Act, 2017read with Central
--22\2) 0L the Ha B ‘

Good_s‘and Service Tax Act, 2017).

‘Pream'b':lé'i': P ‘ 8
E

In-terms -of ‘Section 192 of "the (fentral Goods & Services :’I"ax, Act |
2017-7Haryana Goods & Services Tax Act, 2017(‘the Act’, in Short), this |.
,Ord‘er;fr'rvlay be amended by the AppellateAuthority, SO as to rectify any

" error éf'pp‘a’rerit on the face of the record, if such error is noticéd by the

) - Appellate” Authority on'iits own accord, or is brought to its notice by the
concerned officer, the jurisdictional officer or the Appellant within a period

Cof six"r_rionths from the date of the Order. %

|

|

|2 In 'téxtnis of Section 103(1) of the Act, this advance ruling pronounced by
| the Appellate Authoritywunder Chapter XVII of the Act shall be binding
/ only: =

(a) on the Appellant who had sought it in respect or any matter referred to

. --,__iB_§EQ:S_¢.C_tiQn_,(2)_of;.SecELon 97 for advance ruling:- - - - —

(b) ‘on the concerned officer or the Jurisdictional officer in respect of the
Appellahf. _

- —--3~In-lerms-of-Section-103 (2) of the Act, this advance ruling shall be binding i
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™ unless the law,

Case Citation: (2026) taxc?de.in 15 AAARGST

have changed. i

has never been made.

; . ¢ .

b obtained by the Appellant by fraud or suppression of materig]

has been | | ey

facts or misrepresentation of facts, it may, by ordet, declare suc h i "gl‘ |
,“,_:__ - uiaciugreing s ) t

| be void ab-initio and thereupon all the provisions of this Act or the rules

B . ll
made there-under shall apply to the Appellant as if such advance ru ing

Tacts or circumstances supporting the said Advance Ru1ing
acts

o #

' der sub-section (1) of Section 10
ing pronounced by it un
that advance ruling p

"DETAILS OF THE APPELLANT.

ﬁ"‘-‘ -

IfName and Address of the
Appellant

M/s RHI Maghesita India Limited | ¥

li:GS'I‘IN /User id of the Appcllant

06AABCO3850A2ZY
i e B AP

Advance Ruling Order against

which appeal is filed

Date of Filing of Appeal i

Represented By

Jurisdictional Authority-Centre

Jurisdictional Authority-State

Whether payment of feeg for filing
appeal is discharged. [f yes, the

amount and-Challan No.-

22.03.2024"

-| Saklani andMr. Amit Chadhg

22.03.2024,

HR/HAAR/30/2023-24 dated21.02.2024

= ; 1

Mr. Ashwini Chandr

asekaran, Mr..

. &%,
CGST Commissione:rate:

S, the Appellant hag made online |
pPayment of fees of Rs. 10,000
Rs. 10,000 (sdsmy
Reference No.

Ye

(CGST) and (
‘through Chaljan |
DC0603240132020dateqg ’

!
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‘- 2017/
- Case Citation; (qu%pgwode.ﬁil¥5“ﬁhRGST
Order under Section 101°of Central Goods & 2017

Haryana Goods and services Tax Act,

in Limi th
Magnesita Indid Limited, 19
arg, DLF City Phas¢ 2,
‘the

The present appeal has been filed by M/s RHI
and 20th Floor, DLF Square, M Block Jacaranda M
hercinafter referred to as
rvice Tax Act,

Gurugram, Gurugram, Haryana, 122002 (
Appellant’) under Section 100 (1) of Céntral Goods and Sc¢
2017/ Hélyana Goods,and‘ﬁScrvice Tax Act, 2017 (hereinafter referred to as
“the Act’)against the Advance Ruling No. HR/HAAR/30/2023-24 dated
21.02.2024.

A-copy of-order-of the Advance Ruling Authority (hereinafter referred to as
~AAR)-was: issued-on-21.02,2024and the online appeal has been filed on GST
Portal on 22.08.2024, which is within time limit of 30 days in terms of
Section 100(2) of the Act,

B B —“BRTEF‘F‘ACTS OF THE CASE: =

- 1.1 The appellant, M/s RHI Magnesita India Limited (hereinafter referred t
LIS n . . ‘o
: 'a.s_;.L"he. Agpeilant), Is a registered laxpayer under the Goods ang
n

\ e . gy ) .
Services Tax regime, ‘bearing GSTIN O06AABCO3850A2ZY. The Appecll
et S, oy . ' Cllant
1s ‘primarily engaged in the manufacturing and marketing of specig]
} S0 . e r ccial,
. basic, and non-basic relractory products, Systems, and services, [t ;
’ ) i

i lc_‘ad‘ing, supplier of high-grade > 8 ‘

= | ' refractory solutions ¢ssential for

mdqstnal high-temperature processes.

1.2 To raise capital, thg Appellant undertook a Qualifie it

- Plé(':‘éhqént- (QIP) in ac.':.cordance with the provisionf of thedSeIcfllj:ilttiL;tslona1

———————FExehange -—Board --gf ~India- (Issue of Capital and Disclos?,ltce1
Reciuirements) Rcgulations, 2018 (SEBI ICDR Regul‘:;tions). QIP is a
mechanism for listed companics to issue equity shares, fully or partly
convertible debentures, or other securities (excluding warrants

T Tconvertible into equify) to qualified institutional buyers. ’

1.3 The QIP process, introduced by SEBI in 2006 to reduce reliance on

foreign capital for listed entities, requires the involvement of a SEBI-

@ﬁ“// .w Page 3 of 23 %/
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Case Citation: (2026) taxcode.in 15 AAARGST,

egistered merchant banker (acting as lead mafiager/book running-leac
-
manager) to manage the issuance, exercise duye diligence, and--issuc -

necessary certificates to stock exchanges confirming compliance.-

1.4 For the said QIP, the Appellant appointed HSBC Securities and Capital
Markets (India) Pvt. Ltd. ("HSBC"), based" iﬂ’?’Mumbai, as the Book

Running Lead Manager vide an agreement dated February 21, 2023,

1.5 Under the terms of the agrcement, HSBC was responsible for, inter alia,

the following services:

~,

* Providing advisory guidance on the timing, ‘structure, and joverall

strategy of the offering, in coordination with legal counsel and other
advisors;

* Assisting  in the - preparation of offer documents, agreements, and

related materials; s

Identifying and procuring investors for the securities; ‘
Guiding on the appointment  of legal - coungel, other professional
advisors, and intci'mediaries; ‘

. Coordinating the preéparation of Corporate  and marketing
documentation;

Organizing meetings with institutional investorsgs

i aragit s T TR SO S CE S ———— e e bt e

VASSl'S.tiIHIg with listing applicationvs_ for thve“_s_ecuxji_tics

on.stock exchanges;
* Suppo

rting applications for regulatory approvals, clarifications,lor

Handling closure of the pl
activities,

1.6 In consideration for these Services,

Computed as an aggregate percentag

through the QIP. Additionally,
all out-of-

HSBC wag entitled to a fee
€ of the CqUity funds rajseqd

the Appellant was obligated to reimbursc

pocket expenses incurred by HSBC,

irrespective: of wheéther
the fund_raise ‘Was successfuyl. o

r« Bed oo
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Case Citation: (2026) taxcode in 15 AAAR(aST ncillary

1.7 Besides the services from HSBC, the /\pp(.ll&ll‘lt I or e |

process  [rom

to the QIP ,
related hese SCIVICES,

inputs  directly
vendors/supplier
inclading the applicable G
1.8 The Appellant availed Input Tax Credit (ITC)

of the aforementioned scrvices pr ocured for the QIP, in
., and within the prescribed

rs. ‘The Appellant made payments for
ST, as per the invoices received.

on the GST paid in respect
accordance with

the provisions of the CGST Act, 2017

tln‘lcllnbb for availment.
i 1.9 bcekmg clauw on (He cligibility to avail such ITC, the Appellant flled an

application under Scction 97 of the CGST Act read with the
1 corresponding provisions of the HGST Act, 2017 (Application Reference
| . Nog AD0608°30026284 dated August 11, 20238); before the~Haryana
Authority for Advame Ruling (AAR). The query specifically pertained to

\vhether ITC is available on tax paid for services used in connection

with raising funds through QIP.

|| 1.10.-A-personal-hearing was' conducted by the AAR on November 07, 2023,
I during which the Appellant, through its authorized representative,
submitted, inter alia; that:

K18 .Rg’ésing. funds..throuﬁh QIP is-an activity undertakenﬁin the course or
furtherance of business;

» The services procured qualify as input services linked to business
operations; and

» Allrother conditions-under Section 16 of the CGST Act are satisfied
cxj@itling the Appellant to avail the ITC. ’

1.11 ’I‘he Appellant &llbO submlttcd the audited and signed f1nanC1al
. statements for FY 2022-23 via email on January 15, 2024.
.12 The - Haryana AAR passed the impugned Advance Ruling No.
HR/HAAR/SO/QOQS-’.?.‘% dated February 21, 2024, holding that the
Appellant is not eligible to avail ITC on the tax paid for services related

to-the QIP, on the gréund that such activity is not in the course or

B -
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furtherance of business. The Appellan

lu l\\ . . ”

; ; \ g igsions made. ’ _

due consideration of the submi i Appé’ﬁanf RLALEL R

: » impugned order, i

1.13 Aggrieved by the 1mp i g abogs

present appeal before the Haryana Appellate Authority fo, e .ce
Ruling under Section 100 of the CGST Act rcad with ;corresponding
provisions of the HGST Act, raising various ‘gr’ounc“i_s .c.h‘alleng?g. the
findings of the AAR. |

: i 1 % i
" (3 #h Y i

2. QUESTIONS ON WHICH ADVANCE RULING WAS SOUGHT:

¥

v

L I

‘M.?w y “t YRR 13y ¢ YO W S .
Whether the Applicant is entitled to'avail credit on the services received
lor undertaking Qualificd Placement Institutional from HSBC Securities
and Capital Markets (Inclin) Pvt. Limited, : g i

3. ORDER PASSED BY THE ADVANCE RULING AUTHORITY.ON.AROVE
g QUESTIONS WAS AS UNDER: g BT TR el
No, the applicant is not cligi

€

'ﬁ‘ﬁ, L
T b el e sy A 33 s 3. ek i

i

IV

: R o
4. PRAYER OF THE APPLELLANT: !

The Appellant prayed to;

a) Set aside the Advance Ruling No, HR/ HAAR/30/ 2023-24 dateqd
e February 21, 2024, passed by the Ld. Authority for Advéncc |
Ruling. Haryana and allow the appeal in full,

b) hold, adjudge and declare that the Appellant is entitled to avail
Input Tax Credit on services used in felation to- raise~-funds- — — ..
through QIP. v
0) grant a personal hearing. ' ; ‘l
. N\”:f"f"'*/’/ . . %/ A% S IR trrtons |
L‘/ Page 6 of 23 : '1
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Case Citation: (2026) taxcode.in 15 AAARGST

— ‘_d).ff‘..pelmlt the Appelldnt to file further / additional submissions in

these proceedings; and
pass such other order

. —.in-the facts ang circumstances of the case

) or orders as may be deemed fit and proper
e

5. GROUNDS OF APPEAL IN BRIEF:

N . Ihﬁ_lmpugned Order is .vague, non-speaking, and lacks reasoned __

ﬁndings.
The Authority for Advance Ruling has failed to pass a speaking order by

not providing any detailed rcasoning, analysis, or justification for
-toncluding that fungsraising through Qualified Institutional Placement
(QIP) does not constitute "business’ under Section 2(17) of the CGST
Ac& nor is-it in the course or furtherance of business' for ITC eligibility
under Section 16(1). The order largely reiterates the appellant's
submissions and cotfines its finding to a single cursory paragraph
without engaging with statutory provisions, factual details, or judicial
precedents: cited. This renders the order arbitrary and violative of
principles of natural justice. Reliance is placed on Kranti Associates Put. |
Ltd: v. Masood Ahm&d Khan [2010 (9) SCC 753 = 2011 (273) ELT 345

(S.C.)] and Asstt. Commr. v. Shukla & Brother [2010 (254) ELT 6 (S.C.)],

___wherein _the Hon'ble. Supreme Court held that quasi-judicial- orders o
_*mgs,_t__.contam-c\ogen%g rcasons to restrain arbitrariness and . enable

appéllate review.

2. Non-application of mind and failure to consider appellant's
submissions and precedents:
The Authority has disregarded detailed factual and legal submissions in
the -advance ruling apphcatlon (Ref. No. AD0608230026284 dated

11. 08 2023) and durmg personal hearing, including case laws

establishing -the wide,ambit of "business". No reasons are assigned for
rejecting these, demonstrating non-application of mind. Such orders

are liable to be quashed as held in Signet Industries Ltd. v. State Tax

P

Page 7 of 23
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Case Citation: (2026) taxcode.in 15 AAARGST

Officer [(2024) 16 CentaX 053 (Mad.)], Belectric Photovoltaic' India py
Ltd. v. UOI [2019 (2]) G.S.T.L. 319 (M.P.)]{”.Rajlcamal Textiles v. ¢
2018 (362) E.LT. 216 (Mad.)], and CCE v. Fitwel Tools & Forgings (p

Ltd. [2010 (256) ELT 212 (Kar.)].

Erroneous denial of ITC on services related.to QIP, as.the activity
qualifies as "business" and is in the course or furtherance thereof:

Section 16(1) entitles ITC on services used in the course or furtherance \
of business. The term "business" under Section 2(17) is inclusive and \
cxpansive,  covering  any.. . activity - \fﬁcidental/‘ancﬂlaff “to

trade/commerce/manufacture, including fund raising for operational

cfficiency, loan repayment, strategic investments, and expansion; ‘QIP is

a regulated mechani : fod et s
nism under SEBI ICDRMRegulatlons for 'raising

oo capital to support- business-objectivés; as evidenced. by services' from

HSBC (lead management), CRISIL (industry reports), Price Waterhouse
(certlﬁcatlons), and others, all integral to the process an’a aiign'éd' ith
wi

the appellant's MoA/AoA. The restrictive 'iriterpretation adopted ‘by th

-~ Authority is untenable, Reliance is Iﬁlééed on Coca Cola Indiq pyz T
tawa Put. Ltd, v,

CCE
[2009 (15) STR 657 (Bom.)] and Cinemax Indiq Ltd)'y vor 2
(24) STR 3 (GUJ)] for the broad meaning of "fUFtheranc'é"‘ ., ‘ ¥ §[ Ol 1

"‘?;
‘Support from pre-GST judicial precedents al{lawiiigc'ré&"f
i

on fund-

aising activities: Analogous issues under the Cenvat- do

N R E regln‘]e 7 -~ '

d . were
ecided in favour of assesses, allowing credit on services fi _

or r-ajsing

funds via disinvestment, preferential sh i :
3 ares, . rivat ph

IPO-related activities as relating to busi o ©-P lacement,'fand.

e 1 usmess. Key rulings intlude
Hinduja Global Solutions Lid. [2016 (42) S.T.R. 932 (Tri.-Bang), affirmeq

’ ’ rme

2022 (61) G.S.T.L. 417 (Kar.)], Ahmednagar Forgings v, CCE (2017 (6)
G.S.T.L. 54 (Tri.-Mum.)], Krenex Microsystems v CCE [2016 (42) STR
533 (Tyfj-Bang.)], and Steel Strip Wheels. v. CCE [2016 (42)>S; TR Fi7 2 e
(Tri.-Del.)l. These were placed before the Aiithority but ignored

warranting reversal.

3
iss e
A -~ R

"‘M@@ Pt
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Case Citation: (2026) taxcode.in 15 AAARGST
In'light of the foregoing, the appellant prays that the impugned order be
"'*éét'é'sidé;an—di it B¢ held that raising funds through QIP qualifies as
"business" / in the course or furtherance of business, entitling the

appcllant to avail ITC under Section 16 on GST paid on related input

S,e\rvices. '
5. -The additional submissions filed by the appellant are recorded and

summarized as follows: , —_— ——

USSR ST GNP PRI TS —

571 ~The~appellant Has preferred the present .appeal bearing No.
‘H%E\AAR/2023-24/05 against the Advance Ruling Order No.
HR/HAAR/30/2023-24 dated 21.02.2024 passed by the Haryana
Aﬁthoﬁtjfor A§va1}ce Ru‘ling, whereby it was held that input tax credit
P_lécement (QIP) is inadmissible, as the activity is not undertaken in the
course or furtherance of business.

5.2 During }hgpgrls‘or;%l#h(_aaring conducted on 10.09.2025, the authorized
reprcscntqtives of the appellant appeared and reiterated the
:si_ll?niissions made 1n the appeal memorandum. The Authority directed
the ‘appellant to furnish further details regarding the relationship with

e _Da,lmia. OCL Limitedﬂ_\,(DOCL), in view of the fact that a portion of the QIP
proceeds was intended for investment in DOCL (a subsidiary) and for

repayment/pre-payment of certain borrowings availed by DOCL.

5.3 In compliance with the said direction, the appellant submits that it

e —gcqguiredthé Indianstefractory business of Dalmia Bharat Refractories

'Liﬁmited, l.e., DOCL, through a Share Swap Agreement executed on

05.01.2023, pursuant to which DOCL became a 100% wholly-owned

- subsidiary of the appellant with effect from the same date. The relevant

' pléss release iééueci“’by the appellant and extracts from the financial
statements for FY 2022-23 confirming the said acquisition.

5.4 It is further submitted that DOCL is one of the leading players in the

FC.@.’%CtO’Ty industry 113 India, and both the appellant and DOCL are

T

Page 9 of 23.
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', 5.6

v business-advanccmcnt. Consequently, the Servic

i j GST
Case Citation: (2026) taxcode.in 15 AAAR

cngaged in the same line of business, namely, manufacturing ang

dealing in refractories.

The appellant contends that investment by a holding company in ji
. o ol

wholly-owned subsidiary is an essential angd incidental activity aimed 5

cxercising control, achieving business consolidation pursuing long.

R L LD 4

i G ‘ S
ancial statements refleét” the profits and €xpenses of

appellant, include:
¢ ~—Optimization of Mmanufacturing -o-perati'ons, reduction in import-
related eosts, CXpansion of prod

market share jn domestic anq export markets; .

""“Strengthenihg local manufactyrj

(¢]

demand from existing and New customerg more effjc;,

Operationg] excellence,
improvemcnts, and perform

OSs’ SXisting
and newly acquired facilities; . e g

o Achievement of

o Addition of approximately 300,000 tons
shaped and unshaped refractories to the
footprint in Indig, o o

DOCL constitutes an activity

business, aimed at expansion, Operationa] Synergy, and_overg)y

€S availed in relation to
the QIP process, which facilitated the raising of funds deployed inter
alia for the said investment, are cligible for input tax credit under the
provisions of the CGST/HGST Acts. The detailed arguments. on-thjg-—--- -
aspect, including statutory interpretation and precedents, are already

hereirf for
on record in the appeal memorandum and are not repeated x% _

brevity. ’ %/ gt
7 v :
. ( \‘\,J // T

\_""" Page 10 of 23
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i Case Citation: (2026) taxcode.in 15 AAARGST
In addition to the above oral submissions during the hearing, the

ad directed the appellant to furnish de
(particularly Dalmia OCL

ompany.

tails regardmg its .

Authority h
p- withus 9ub51d1ary companies
and the Memorandum of Association of the ¢
omplied by filing additional written submissions,
n on record. These include confirmation that DOCL

~.=relationshi
* Limited/DOCL)
'I“he appellant ¢
have been take

s, which

wHolly-owned subsidiary cffective 05.01.2023 pursuant

e became a 100%
that both the

to the Share Swap Agreement dated 05.01.2023,
DOCL are cngaged in the same line of busincss

appellant. and
and._that .the investment in

(m'xnufacturmg and dcahng in refractories),
es such as optimization of

1T DOCL is aimed at achlevmg strategic synergi
manufacturing operations, reduction in import costs, expansion of

product range and market share, enhancement of local manufacturing

capablhtles operat1onaﬂ ‘excellence, productivity improvements, and

- addition of approx1mately 300,000 tons of annual capacity in shaped

‘and ‘unshaped refractories. The appellant reiterated that such

v 1nyestment by a holding company in its wholly-owned subsidiary is an
_mc_?ldental‘-and integral part of its business for long-termv growth
_coptrol, consolidation, and profitability, with the benefits accruing
directly to the appellant i .
| : as reflected in the consoli i |
. o | idated i
statements. pnanee!
PR SRR - Y ) j.};‘

6, RECORD OF PERSONAL HEARINGS:

-..6.-1--”$1‘-‘<‘1“1g7-persona'l ‘hearinig scheduled on 11.07.2024 was adjoufddd u
rquest dated 11.07.2024 received from M/s RHI Magnesita Indiap(L),rtlda
Gurugram, seeking adjournment due to a family emergency. Th;
; equest was considered and allowed, and the matter was reschedul
or27.17.2024 at 0360 PM. o

5.2
6.2 On ,27.11.2024, the matter was partly heard and was thereafter

adi -
Jo‘urned to 07.08.2025 for further proceedings.

(M TR h—

/ Page 11 of 23
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On 07.08.2025, M/s RHI Magnesita India Ltd., Gurugram, vide lette,
dated 06.08.2025, sought an adjournment of the hearing. The requeg;

o . R PP
was considered and allowed, and the matter ‘was adjourned to

10.09.2025 at 11:00 AM. |
0.4 On 10.09.2025, the authorised representatives, namely_Mr.iAshwini

Chandrasekaran, Mr. Suni] Saklani, and ME; Amit Chgél?_?f__ fgpeared

LA 2 ’ . )
submissions made earlier

for_the personal hearing and reiterated the

and submitted the relevant documents, ~ _ I ‘

~ 7. Discussion ang Findings

7.1 We have carefully examineq the appeaq] memorandum, fhe imﬁﬁgned

additiona] Submissiong include details relating to

i i E the 'subgid;
relationship witp Dalmia OCL Limise 4 (Docy) i, Sidiary

1 | ® aCquisition thygre, |

, zi;f the Share Swap Agreement dated 05.01‘.2023 and g t;" i ._l_lgh :
I . ) frard e : .
rationale for Investment jn Docy, inCluding capacity o S‘#ateglc
©Xpansion,

n . . . R AL
: "an(-i ggs.t'optlmmatlon ithin

Operationa] Synergies, market €Xpansio
the refractories segment., i

7.2 The Principal issyue for consideration jg whether ‘the s

Instillult;ihonal Placement (QIP) qualify- for Input ’i“ézi Cred1t~(ITC)";;d o 1
er

~Section 16(1) of the CGST Act, 2017 Section 16(1) entitleg a rgﬂistered
S

person to take credit of input tax charged on goods or Services useq or

intended to be sed in th o .
u n the course or furtherang‘g ,°t.‘mbf:‘s..“.“?§s.:. subject

to the conditions prescribed under the Act.

7.3_ The appellant has contended that the activity of raising funds through -
QIP falls within the scope of “business” as defined in Sccti(_n_llg(‘l?f)_pf“

6\0«7 T %/ % |
- Page 12 of 23 RO i
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Case Citation: (2026) taxcode.in 15 AAARGST

,_..,_...».-—-.a,.._u....

‘the ‘CGST 'ACL which adopts an inclusive deflmtlon covering activities
to the main business. It has been argued that

e ER

_1n01denta1 or ancillary

- the professional services obtaine
CRISIL Price Waterhouse a

d from entities such as HSBC (Lecad

nd other intermediaries were

4 Manager)

essen’ual to the  exccution of the QIP process. According to the

pellant, the funds so raised were utilised primarily for:(i) repayment

ap
- or pre- payment of certain borrowings; and(ii) investment in the equity
DOCL, which operates in the |

mﬁsvhares of its. wholly owned subsidiary,

.- same line of busmess relating to refractories.

iudicial precedents which emphasise

7.4 ";The appellant has also relied upon j
that the expressmn “in the.course or furtherance of business” should

e b W ,

be interpreted broadly. In Cinemax India Limited v. Union of India

[2011 (24) STR 3 (Guj.)], the Hon’ble Gujarat High Court held that

credit cannot be demed where the services have a nexus with business

aCtlYItLeS .even. if sych services are not directly used in the prov1s:10n of

output serv1ces Similarly, in Steel Strips Wheels Ltd. v. Commissioner

- of Central Excise, Chandigarh [2011 (264) ELT 481 (Tri. -Dcl.)], R

Trnbunal allowed Cenvat credit on expenses incurred in relation to ‘
al, holding that such activities related to the overall

--raising share capit

: _business operations
Hinduja Global Solutions Ltd. v. Commissioner of Central Excise [2013

of the company. A similar view was taken in

'(29) STR 394 (Tri. -Bang.)], wherein credit on expenses relating to issue

s . oo " O .
of 'shares and finaricial restructuring was allowed on the ground that

such activities facilitate business operations.

7.5 In order to examine the correctness of the above finding, it is necessary

to refer to the relevan’f statutory provisions as repr oduced below;

7.5.1 Secction 2. Definitions. -

In this Act, unless the context otherwise requires, -
b ‘ 2

o otk v

i i
‘ (1 7)-"business" includes -

. % » o Page 13 of 23 /H/
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g 277t fon, adventur
fu) any trade, chmerce, manufucture, profession, vocation, a

» WABEr Or any o, .,
sitni,
activity, whetheror not it is for a pecuniary benefit;

’ ¢ & y ./ , -~ 57 (11}
by any activity or transaction in connection with or inctdental or ancillary 1o sub-clay [,

(¢ any activily or transaction in the nature of sub-clause (w)j, whether or nof there is vy,
frequency, continuity or regularity of such transaction;

o
() supply or acquisition of goods - including

capital “goods™ and” services in connzetiy, with
commencement or closure of business;

fe) provision by a club,

association, society, or any such body (for a
consideration) of the

subscription or uny otfer
facilities or benefits 10 its members:

S
() admission, Jorac

onsideration, of persuns 10 any premises;

(&) services supplied hy «a person us the holder of an office which has been accepred by him in the
cowrse or furtherance of his trade, profession or Yocation; ‘ ;

() *[activities of uruce elyb including by way
a licensed book meker in

of totalisator or license to bo
such club: and] ~

ok maker or activifies of

o g s b~

(iy any aclivity or transaction e

. . . /r ’
local authority in yhich they are en i
7.5.2 Section 2 (52) "goodsn ineans every kind of movaple
securities but inclydes actionable claim, g,

property other thay, money an
ving crops, &ra. '
Part of the land whicl are

sS and things attached to or forming
vered before Supply or under 4 contract of . s'up'pl)}- ;

agreed (o be ge

7.5.3Section 2 (102)"servicog”
includes activities relating

means anything ooy than goods
one form, currency or

s MONEY and copymis:
1o the use of inoney or itg €curities
_denoming

sion by cash or p A a2
; = “ehor by any of er mode,
7 1on, .to .another form;- eurrency-op denominatio, o,
separale consideration is charged:

Jor whicy o,

[11024) "specified actionable cluim” means he actionable
betting;

e ————————

—
claim involved iy, or by way of ‘i
(i) casinos, s £ JEG. 8

(iii) gc(/):bling,'
vy horse racing;
o) lottery; or
) online money gaming. ]
7.5.4Section 16, E, ligibility and conditions Jor taking input tax credit,-

(11 Every registered person shall, subject 1o

and in the manner specificd in sectivin 49, he
ol guads or

such conditions and réstrictions as m
entitled 1o take
services or both 1o him whicl; are used or

@},} . Page 14 of 23
/ . .

ay be prescribe
credit of input tax charged on any supply

intended to be used in the course or
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-

furtherance_of his business and the said amount shall be credited 1o the eleclrr)(?zc »credzt /_e_dger_ of

|

stich person. e e " | ‘
1) - -~ o ) : 1
no registered person shall be entitled to the

vices or both to him unless,- i
j

XA i e e
P - e ————— W

" (2) Notwithstanding anything i
credil of any input tax in respect ofany s

contained in this section,
upply of goods or sel 517

Yo h A . i i - jer regisier under this Act, or
(@) he is in possession of @ lax invoice or debit note issued by a supplicr regisiei ed under this
~=uch other tax paying documents as may be prescribed,
g e < g ' , L s by the
'[(aa) the details of the invoice or debit note referred to in clause (a) has been fw/{t'.s/;zii ; g) e
supplier in the statement of ouward supplies and such details have' beez; communica
recipient of such invoice or debit note in the manner specified under section 37.]

\ . (b)-he has received the goods or services or both.

) ""_[E;\'p}anarimz.- For the p:['r'rposes of this cluuse, il shall be deemed that the registered person has
received the goods or, as the case may be, services-

. (i) where the goods are delivered by the supplier fo a recipient or any other person on the direction of
such registered person, whether acting us an agent or otherwise, before or dzz(iz'/.?_g; movemen! of
goods, either by way of transfer of documents of title 1o goods or otherwise; )

R — ;,_»,,,....,..,..‘.»-. von wads et u:

(ii) where the services are provided by the supplier (o any person on the direction of and on accournt
of such registered person,

4 ki ) . . i e . . 7 g Co. o . .
o ____[(ba) the details of-input-tax credit in respect of the said supply communicated to such registered
person under section 38 has not been restricted;] -
! e _..-»-.w-»-;-o;""’,"'."""" dunths i e A ’";,d‘ Fo
| (g),sz/bjecl 10 the provisions of *[section 41°[***]], the tux charged in respect of such supply has
been actually paid to the Government, either in cash or through utilisation of input tax credi
admissible in respect of the said supply; and

(d) he has furnished the return under section 39:
Provided that where the goods against an invoice are received in lots or instalments, the registered
person shall be entitled to take credit upon receipt of the last lot or instalment: ) y

Provided further that where a recipient fails to pay to the supplier of goods or services or both, vil

than the supplies on which tax is payable on reverse charge basis, the amount towards the vl’ /U,)wll
supply along with tax payable thereon within a period of one hundred and eighty days ﬁ-b}n ,/a,l:; o
of isstie g/ invoice by the supplicr, an amownt equal to the input tax credit availed b the -lu' oy
shall be”[paid by him along with interest payable under section 50], in such zy -lwlplcm
be prescribed: ’ dnmner

as may

i Provi p . . ,
 Provided also that the recipient s 2 ¢ ) 2 eredit of | :
reudegano thit the re pie Nl be cnm‘/ec./ to avail of //n‘ credit of input tax on payment made
| v him [0 the supplier] of the amount tovards the value of supply of goods or services or hoyl,
- along-with tax-payable thereons . o

(3) Where the registered person has claimed depreciation on the tax component of the cost of cupital
guods and plant and machinery wider the provisions of the Income tax Act, 1961 (43 of 1961), the
miput tax credit on the said ax component shall not be aflowed. ‘

) f_l __{;ggiﬂwm/ person shall ngg b entitled (o take input tax credit in respect of uny invoice or debir
nute jur supply of goods or services or both after the *[thirtietl: duay of November] following the endd

\ yw.taxcode.in |
= Scanned with OKEN Scanner
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o T . (.

invoice or [F¥¥*] debit note pertains or furnishing of the relevany
such invoice or ' [****] debit nofe p

of financial year to n'/ziclz' :
annual return, whichever is earlier. 5
' Provided that te registered person shall be entitled to take input gav c; eocjlé (Zj;’lﬂiized(lllz;e(?[’;? jj{
furnishing of !hcs return under section 39 for the month of Sep{w;/ 3)0,]9 i et TR i
furnishing of the fetwrn wnder the said section for the month of {%arc h | ]?b' /ﬁ G d T
or imvoice relating 1o such debit note for supply of goods oOr-services or ollf thade di g the
financial year 2017-18, the details of which have been uploaded by the f'ypplle_r, und?r ;ztb-:fecllon (1)
of section 37 1ill the due date Jor furnishing the details under sub-section (1) of said section Jor the
month of March, 2019.] :

“13) Nonwithstanding anything contained in sub-section (4), in respect of an invoice or debit note
Jor supply of goods or services or hoth pertaining to the Financtl Years 2017-18, 2018-19,2019-20 -
and 2020-21, the registered person shall be entilled 1o take input tax credit in any return under
section 39 which is  filel up 1o the  thirtieth day  of © November, . 2021,

(6) Where registration of a registered person is cancelled under section 29 -and subsequently the
cancellation of registration is revoked by any order, either under section 30 or pursuant to any order
made by the Appellate Authority or the Appellate Tribunal or court and where availment of input tax
credit in respect of e invoice or debit nole was not restricted fincler sub-section’ () on’the date of
order of cancellation of registration, the said person shall be entitled lo take the input tax credis i
respect of such invoice or debif note Jor supply of goods or services or both, in a return wider section
39~ ‘ 3

() Jiled up to thirtieth day of November following the Jinancial year to which such invoice or debit
note  pertains  or Jurnishing of the relevant annual - refinn, ‘Whicheyer . js. ..,eéiifliézf',-.mor -

(i) Jor the period Jiom the date q/'cance/{ar_ion_of registration or the effective date of caneellaiion— "
- of registration, as the case may be, (ill the date of order of revocation of cancellation of registration,
where such return is Jiled within thiry days firon the date of order of revocation of cancellation of
registration, whichever is later. 7 ! e '
7 o . N ! o,
008 ection 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 1ax as is atiributable (o the purposes of his business, ‘

2) IWhere the goods or services or both are used by the registered }?erson partly for efecning tavable
supplies including zero-rated supplies under this Aet or under the hitegrated Goods and Sel-:;,‘ces Tav
Act-and partly for c¢ffecting exempt supplies under the: said Acts, the amount of credit shall pe
restricied to so much of the input tax as.is attributable to the said taxable supplies including zero-

rated supplies.

(3) The value of exempt supply under sub-section (2) .v/(a(/' be sucléas may be prrescribed, 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 3 of Schedule 1] sale of building.

! [Explanation.- For the purposes of this sub-section, the expression "value of exempt supply” shall
xeept,—

. 75} s o
not include the vatue of activities or transactions specified in Schedule 111, [e
(iy the value of activities or transactions specified in paragraph 3 of the said Schedule; and .

(i) the value of such activities or transactions as muy be prescribed in respect of clause (uy o
Purdgraph 8 of the Said SCRUle. ;] ... ... oo v v e v ies vt i et it s v s e D

~

[\ 7
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oo aus o o

7.6 From thc matcrlal available on record,

statements and additional submissions filed by the appellant,

including the financial
it is

_.evident .that—thc QIP proceeds were deployed for two distinct purposes.
ITC must be examined separately for each

ln our view; the eligibility of
he nature of the

component of deployment, having regard to t

tivity and its nexus with the taxable business of the

underlying ac
appellant.

i @ o - A
ks

76.1 ITC in respect of services availed in relation to the QIP for

- theappellant

g3

_Insofar as the utilisation of funds for repayment or pre-payment of 8

‘horrowings is congerned, such repayment represents the discharge of

al liabilities undertaken in the course of furtherance of business.
s the financial health of the

financi
Reduction of debt obligations improve
entity, reduces interest burden, enhances liquidity, and strengthens the

) capacuy “of the business to allocate financial resources towards its

operational activitics.

Efficient financial management is an integral component of Lhc'
4 'f'u"nct’ioning of any’ commercial enterprise. Activitics undertaken for
_restructuring or repayment of borrowings directly contribute to the
stablhty and sustamabxhty of the business. Accordingly, services

d.lelCd for the purposc of raising funds that are utilised for rep
ayment

or pre payment of borrowings for the appellant can reason bl
ably be

regarded as services used in the course or furtherance of b
within the meaning of Section 16(1) of the CGST Act usiness

lhe appellant has™ relied upon certain decisions dUring
Personag]

! hearing. It is found that following decisions of the erstwhile S
Crvj :
‘ ; erg, on the issue of Cenvat Credit on service tax 'pald Ice Tax
o
| n ﬁndﬂClal

serv1ccs are I'Cl(.Vd.Il[ to discuss in the order:
I - 4 -
w

1. Steel Strips Wheels Ltd. v. Commissione
r

of
Chandigarh titled as 2016 (42) S.T.R. 72 (Tri.- Del) [17.0 C. Ex,,
6-2015
t

—
(N
\//), - Page 17 of 23
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ded that financial services rendered for raising capitals

has been deci
are eligible input services. Relevant para 5 of .,thc ordc_r s :reproduced as

WA

under;

“that the contention of the revenue that such financial services rendered

to the appellant for the purpose of razsmg capztal zs not related to |

manufacture directly or indirectly cannot be accepted The def nztzon of

‘input service" is not restricted being limited to.services whzcharedzrectly

linked to the manufacturing activity. But the definition has a wide ambit
and covers; services which are relating fo business actiuilz'es Of et
manufactuze In Adity ya Bir, la Nuvo Ltd. v. CCE (supra). zt was..held-that--— -

merger charges are covered in the categozy of servzces of fmanczng and ;‘

Cenvat credit is admissible for the same Therefore Iam of the vlew that

the ser vice of private placement of shares for‘razszng capltal isan 17717 A— l'll
I

service and credit on the service is to be allowed. ” ' : ‘ li
s ; [
' |

2. Commr. of CEX’ Cus. & ST., V:sakhapatnaml vs GMR /'l
Industnes Ltd t1tled as 2015 (38) S.T.R#.72. (Trl.-Bang) [23 o1 —— "il
2015]In th1s case it was held that accountmg and sharc reglstry J;
q |

ll

as under;

k]

services are Input services.Relevant para 5 of the order is reploduced i
. g‘:_,

Para 2 “...... In this case what we concern with is Input service. onlt y and 1]

has Since accounting and share registry activity y are squarely. covered I it

Jind nothing wrong in the impugned order.”

F 1P
£ i 1

3. M/S Hinduja Global Solutions Ltd., vs The Commissioner of
C.C.E., S.T. & Cus., Bangaluru-II titled as 2016 (42) S.T.R. 932

(Tri.-Bang) [19-01-2016]In this casc it was held that various services

used by the Assessee for raising finance, are Iriput services and-cenvat - It

credit can be availed.Relevant para 5 of the order -is -reproduced as~ — - - i

under;

|
Il
|
|
|

- Page 18 of 23 %/
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Para 5.5 “The plain reading of the definition of input services (as
heremabove reproduced) would indicate that the activities relating to

ess which is in the second portion of the definition includes the

- busin
“activity of financing which would mean that if an assessee pays Ser vice
for raising the fi nance

Tax for the various services received by them
-can,be avtiled. In our considered view, the Cenvat credzt
+ Service Tax paid cannot be disputed. In yet

the Cenvat credit which is availed
ition of the Service Tax by

o ——Cenvat-credit

" quailed by the appellant o
. another angle, it has to be noted that

T "“”'B'y ‘the appellant is in Jespect of the distribu
“their head office as input service distributor. We find nothing on record to

" indicate that head office of the appellant was issued a sho
m such Cenvat credit. In the absence of any doub
bility to avail the Cenvat credit at their head offic

Oy
it cannot be asked to explain the nexus of such credil to the
considered view, and 1is

w cause notice
t raised as

: denymg the
e, the

to the ellgz

1ecv.p1ent unt
: output service provtded by them. In- our

undlsputed that the amounts So raised by the appellant by

dlsmvestment mve§tment etc.; were recorded in their financidl account

towards ‘the expansion of the business activity undertaken by the

| _ appellant. »

The pr1nc1plc emer’gmg from -the . above Jud1c1al precedents, though

——— —-\-—r——-—ﬂ

u ader the crstwhile Cenvat regime—that expenses 1%10urred for rai
sing

finance for business operations bear a nexus with business actjyiti
[ ¢ . i witieg—-
continues to be relevant under the GST {ramework, particular]v ;

’ Y 1n view

.-Qfethe broad language employed in Section 16(1) of the CGST A
CL.

I‘urthel as per definition of “Business”
as provided under §
ection 2(17)

7 of CQST..Act the scope is -quiet wide. The payment on QIp
related

__services is well COVCICd in the definition. It can be safely ¢o 1
ncluded )
latl

the finances raised through QIP by the appellant would def;
ll’lltely com
e

under clausc (b) of Section 2(17) as a transaction incidentg]
or ancillg
Ty

to the main business as the repayment of loans is essengj 1
1al to ru
n the

-business activity.

(e %/
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Accordingly, we hold that ITC on the proportionate services attributabe
to the portion of QIP proceeds utilised for the appellant onlyis
admissible under Section 16(1) of the CGST Act.

o
L] ’ i

7.6.2 Investment in Wholly Owned Subsidiary (DOCL)

The second component of utilisation relates to the investment. of funds

in the equity shares of DOCL, the appellant’s wholly owned subsidiary.
The appellant has  submitted that the investment in DOCL was

undertaken with the objective of achieving strategic benefits ‘such as

capacity enhancement, operational synergy, and expansion’ in the f

refractories market, the immediate and proximate activity remains the.....
The benefits claimed by the appellant_arise.....
indirectly through equity participation and corporate control rather

acquisition of securitics,

|

than through consumption of services usecl directly in making taxable K
supplies. Although DOCL is a subsidiary but¥'DOCL.js é'distifibﬁ"fix'm'; o ”
Hence the investment in DOCL is directly or indirectly not in relitién 7+ ﬁ
the furthcrange of business of the Appellant. | ¢ !ﬁ
“ hE

Pursuant to Section 16(1) of the Central Goods and Services Tax Act, 'E ,1
2017, a registercd person is cntitled (o avail Input ’I‘ax‘ Credit (ITC) only .}] ‘
in respect of goods or services or both which are used or intended to be "|
uscd in the course or furtherance of its business. i | "
i';'n i

In the instant case, the input services procurcd in conncction with-the . : 5

Qualified Institutional Placement (QIP) are utilized for the purpose of ‘

augmentation of the capital base and funding of the subsidiary

i company. Accordingly, the condition of “uge . in--the- --coursé"‘b'f”"" -

- Turtherance of business” stands satisfied in relation to the

subsidiary
company, and not in respect of the holding company.It is trite law that

a holding company and its subsidiary arc cilstmct legal entities.

¥ . . _ 2o e i
Expenditure incurred by one entity cannot be claimed as ITC in the

hands of another entity, as rciterated in TS-481-HC-2024(TEL) titled as

Page 20 of 23
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India Pvt. Ltd., Vs the Deputy

Pipelic EBergy Software
3), Hyderabad.

ner of Income Tax,Circle 1

“M/s.
: Commissio

T Act, 2017, the “recipient” ol @

2(93) of the CGS
the consideration for

n who is liable to pay

o that the taX
visors, registrars, an
ed in the name of the

I‘urther as per Secuon 2

| serv
such supply. !

rendered by in

medlanes n relatmn t

jce means Lhe persor
Notwithstanding
vestment bankers, legal ad
o the QIP may be issu
rge of consideration b

invoices for services

d other

mAter
y it, the actual

.,'w

holding com
cruc to the

pany owing to discha
consumption and economic benefit of such services ac
subsidiary company 1 orporate restructuring and

____capital raising. = #

n connection with its €

said input

e nexus betwcen the
giblc to

siness of the appellant, the ap cllanus incli
we hold that ITC ‘on1 Services

tilised for investment in

~In the absence of a direct and proximat

services and the bu

,A.szall 1TC thereony Jn view of the above,

attributable tO the portion of QIP proceeds U

DOCL is not admissible to the appellant.

ocedural objections arguing that the

ellant has. also raised pr
flects inadequate consideration

and re
o the Authority for Advance Ruling:

1.1 .:J‘hc app

1mpugned order is non- speaking
of the Subrmssxons made befor

While such concerns have been noted, the present appeal has been
: —exammed indepengently based o

plicable statutory provis
f the case and the legal framework

n the materials placed on record and

ions. Our conclusions above are

‘the ap
therefore based on the merits 0
- gove‘fﬁfﬁéﬁi’nﬁdt {ax credit.

e

7.8 In view of the above observations, we are of the opinion that the I
nput

it in respect of services availed in relation to the Qualified
alifie

Tax Credi
Inst1tut1ona1 placement (QIP) shall be admissible to the extent B
sSuc

s arc attributable to the portion of
being activities undertaken in thc cour
sc

service funds utilised for repayment
or .pre-payment of borrowings, |

of furtherance of business of M/s RHI

{ N¢ _
~ ,,,///-
y page 21 of 23 %/
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on services utilised for investment in any su% chary comparny

latlon to
admissible as such services are directly or mdlrectly not in re |

the business of the Appellant.

8. ORDER:

.

Vel

In 11ght of the foregoing dlSCuSSlOI‘lS and ﬁndmgs we hereby partly
uphold the Advance Ruling No. HR/HAAR/30/2023-24,:.dated
21.02.2024, passed by the Authority for Advance Ruling, Haryana. The

impugned order. is therefore modified to.the eftent belows oo

- Input Tax Credit in respect of services availed in. relation to. the
Qualified Institutional Placement (QIP) shall be admissible to the extent

such services are attributable to the portion .of.. [unds u’uhsed for

repayment or pre-payment of borrowings, being activities undertaken in

the course of furtherance of business of M/s RHI Magneslta India
Limited under Section 16(1) of the CGST Act.

————

. However Input Tax Credit attributable to' the portion“of*QIP proceeds

utilised for investment in any manner in the subsidiary,

Dalrnla OCL
Limited (DOCL), is not admissible.

&

Thewappeal filed by M/s RHI Magllesita .Ihdia L1m1ted19th“and20th K
Floor, DLF Square, M Block Jacaranda Marg,

'—hr_*“

DLF City Phase 2,
Gurugram, Gurugram, Haryana, 122002 is accordi

ngly allowed in part ]
U -
Jain), IRS Vlﬁa Prata Singh),IA ‘
(Navcgr?ﬁI{ggﬁl%{Y in), ( Y/ zr% ingh),IAS |
Mentheren Kumar Jain Men e1 AT 5@ ;, ! )
Wl iRjucd /Chief Commnasaoner - - e 3/ fe M, qﬂ‘ S
G SCHT T §8i 86T, & Co rrilssﬁmer |

Central Goods & Services Tax. Panchku!a Zone ;
Central Goods and Service Tax Zone Exmse & ’I!ag,g‘tlon Pepartment
) Sy

-~ '
-
-

Panchkula I—Iaryanaf” &l ‘T
Place: Panchkula
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o e

Copy_to (Regd. AD/Speed Post/Email):

M/s R‘I Magnesita India Limited, 19th and 20th Floor Dqll' Square, M Bl

. ){;Z/-
Jacaranda Marg, DLF City Phase 2, Gurugram, Gurugram, Haryana, 122002

LW

n

6.

. The Chief Commissioner, C

Copy for information and necessary action to
1s

2.

The Member, GST, CBIC, North Block,New Delhi-110001

The Special Secretary, Goods and Services Tax Council, 5t Floor, Tower-II
Jeevan Bharti Building, Connaught Place, New Delhi- 110001

, Central Goods and Service Tax Zone, Panchkula
The Commissioner, Excise & Taxation, Haryana

The Pr. Commissioner, CGST Commissionerate, Gurugram

.‘.f
The Deputy Commissioner, Excise & Taxation (ST), Gurugram (West)

. The Master/Guard File- 2025-26.

(Registrar),
Appellate Authority for Advance
Ruling,Haryana

W

" 3 —
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