HOT FAIR. Buyback tax on open market is double taxation, apex industry chambers tell FinMin
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Ahead of the first full Budget of
the Modi 3.0 government, cor- -
porate India has .once again "

- strongly advocated for the re-*

moval of the Buy-back Tax (BBT)
imposed on listed sharés repur-
chased by a company through
open market transactions on re-
cognised stock exchanges.

This
been conveyed to the Finance

recommendation has _TIMAE TO MAKE AREENDE. FICC| has said that with DDT getting

abohshed in 2020, the corresponding levy ef BBTis not }ust(ﬁabie

" Ministry in ‘the recent pre- . .

Budget consultations and also in
the pre-Budget memorandum
submitted to the govemment,
- sourcessaid. -
Infact, India Inc had in

ary, this year made a similar pro-
posal ahead of the interim
Budget, they added. However,

~ there was no tax relief co*mng;,
the way of listed corporates on”

thisfront.
“Typically Buy-back of ;

“by a company happens through ;

two methods — one is the

‘Open Market via Stock Ex- :
change’ route. Inatender offer, a

company makes an offer to buy a,

certain number of shares at a
specific price, directly from
shareholders. This is commonly
described as a fixed price
buyback

However in an open market
mechamsm, the ‘company buys
mber of shares.

Confederaﬁon of Indian In—
dustry (CH) has in its pre-

Budget memora’ndum for up-
coming full Budget said that pub-
lic listed - companies are now
increasingly adopting ‘open mar-
ket -through stock - exchange™
method for buy-back purposes.
Currently, under this route,
tax is paid by both - capital gains
tax by the shareholder and BBT
by the company on the same
transaction, resulting in double
taxation, CIT has said.
= As BBT was introduced to
b tax avmdance by the com-
panies using “the buy-back route

'ia\nd given that the promoter

group cmnot pamgpate in buy-

back in ‘open market through
stock exchange’ method, the jus-
tification for levy of BBT does
not exist in such cases, CII has
submitted. .

Hence, BBT should be exemp—
ted in case of listed  shares

' wherein buy-back is under ‘open

market through stock exchange
method.
Consequenually, exemption

“under section 10(34A) should

also not be applicable and the -

" ‘transactions should continue to
"be subject to capital gains tax in

the hands of the shareholders ’
Cllhassaid. =~

- On its part, FICCT has in its
pre-Budget memorandum said
that BBT was .introduced to
counter-balance Dividend Dis-

' tribution Tax (DDT). With DDT

.

having been abolished in 2020,

~ the corresponding levy of BBT is
not justifiable,

'FICCIL has
submitted. ’
Mukul * Bagla, Chairman  of
PHDCCP’s Direct Tax commit- .
tee, said that that amount re-
ceived on buybdck of shares
should be taxable in the hand of
the sharcholder and not in the

hands of the company. -




