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GUJARAT AUTHORITY FOR ADVANCE RULING
GOODS AND SERVICES TAX

/5, RAJY A KAR BHAVAN, ASHRAM ROAD, ' AX ,

AHMEDARBAD — 380 009, |

ADVANCE RULING NO. GUI/GAAR/R20Z5/05
(IN APPLICATION NO. Advance Ruling/SGST& CGST/2024/AR/09)
Date: Z1.03.2025

Name and address of the : | Jitendra Equipment,
applicant %-B, National Highway,
Opp. Tulip Party Plot,

' Gondal Road, Kothariya,

B Rajkot,Gujarat- 360 022
_GSTIN of the applicant | 24AAFTISSIBDIZP e e
Jurisdiction Office - | Office of the Assistant Commissioner of
State Tax, Unit-93, Range -23, Division |
B | 10, Rajkot. :
Date of EpleLﬂIlDﬂ [ 23.04.2024 |
E‘lausc[s} of Section 9?[2} of |+ | {c)id)

CGST / GGST Act, 2017,

under which the question(s)
raised. 11— |
Date of Personal Hearing  : | 04.12.2024 '
Present for the applicant ;| Shri Ankit C Kachhadia and
8 - Shri Ketan P Bhalodia.

Brief facts:

Jitendra Equipment, 8-B, National Highway, Opp. Tulip Party Plot,
(iondal Road, Kothariva, Rajkot, Gujarat- 360 022 [for short — “applicant’| is
engaged in the business of trading of construction machineries & equipment
like bulldorers, JCB, ecte. The applicant’s GST registration number is

24AAFFISS18D1ZP,

2. The applicant is planning to introduce a new business je dealing
in second hand poods in the field of equipment and machineries via the same
registration number. Presently, the applicant is not dealing in second hand
goods. The applicant intends to take benefit of margin scheme to discharge
GST as per rule 32(3) of the CGST Rules, 2017. They also to wish to rely on

the FAQs issued in respect of the margin scheme.
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3. In view of the atoresaid, the applicant has sought advance rulingrgr_: :
. s . {l
the below mentioned questions viz 1 \
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“I. Can the applicant apt for valuation of outvward supply as per eele 3203) of the
CGST Rules, 2017 for the new line of business solely [ie only for dealing in second
hand gponds | besides folfowing regular rules for their existing business?

2 Carr the applicant opi for valuation of owtward supply only for acquisition made
Sfrom unregistered deater and for acquisition from registered dealer they continie fo
pay GST as regulor mode [le by discharging GST on full amount of soles
consideration wnd claim ITC on acquisition cost[?

3 What will he the amount of difference as per Rufe 3203) for dealing in second
hand goods?  Does  purchase  price as  per Rule 32(3) imclude cosl of
repcrir tmprovement

4. If the purchase price does not inchude cost af repairdimprovement than can ITC of
such pepairdmprovement cost can be claimed?

5. Does e way bill and e-inveicing applicable for appellant if they ferllow mergin
scheme? If ves then which value should be shown in e-way bill and e-tnvoice and in
which section as the data af e-way bill and e-invoice are gelting awio populated in
GSTR-1.

6, For merchase of second hand goeds from registered'ynregisiered dealer, do
appellant need to pay any fax on reverse charge/ forward charge basis? "

4. Personal hearing in the matter was held on 04.12.2024 wherein
the applicant was represented by Shri Ankit C Kachhadia and Shri Ketan P

Bhalodia. They reiterated their submissions made in the application,

Discussion and findings

5, 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.

6, 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. 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.

7. Refore moving on to the contentions raised, we would like to

reproduce the relevant rules, FAQs, flver, for ease of reference viz

Page 2 of 8 -



WWW.TAXSCAN.IN - Simplifying Tax Laws - 2025 TAXSCAN (AAR) 132

3

o CGST Rules, 2007 |relevant extracts|

Rule 32, Determination of value in respect of certain supplies.-

(1) Notwithstanding amthing comtained in the provisions of this Chapter, the value
in respect of supplies specified befow shall, af the option of the supplier, he
determined in the manner provided hereinafier

(3) Where a taxable supply is provided by a person dealing in buying and selling of
second hand soods ie., used goods ay such or afier such minor processing which
does not change the nature of the goods and where no inpur tax credit has been
availed on the purchase of such goods, the valwe of supply shall be the difference
between the selling price and the purchase price and where the value of such supply
is megative, if shall he ignored.
Provided thar the purchase valie of goods repossessed from a defauliing
hareower, who is nor registered, for the purpose of recovery of a loan or
et shall be deemed o he the purchase price of such goods by thie
:.n'qu.l.l'r.frrg horrower reduced by five percemtage poinds for every giarier or
et thereof. between the dare of purchase and the date of disposal by the
RO making sechi FEfIIRSCSTIR,

o Relevant extracts of the flyer [Margin Scheme in GST]

Chapeer Threy

Margin Scheme in GST

Mormally GST s charged on the tramacnon valee of the
gpoonds. Hlowever, in respect of second hand goods, a person
dealing b such goods may be allowed to pay rax on the
margin e, the difference berween the value at which the
goods are supplied and the price ar whitch the gonds are
prerchased. 18 there in no margin, no OGS s charmged for
such supply. The purpost of the scheme s tooavond doublc
raxation as the goods, having once borne the madence of
rax, re-enter the supply and the ceonomae :..u!h|1|:|.' chuain,

Valuation of Second Hand Goods: As per Rule 32({5] of
the COST Rules, 2017, where a taxable supply is provided
|.'«:.. 4 persin dealing in bving and selling of second [Lamd
aosoncks 12, used poods a= such ar atter smach mnor processing
which docs not ch_nngl; thi tiature ol the FIHHJ.!I- atiid where
FETe) i.n11|,||; tax eredit has Been aviiled o4 the e heise of such
goods, the value of supply shall be the difference between
the wlling price aru) the parchuse price and where the value
if such supply e negative, it shall be brnored,

The provian to the above cole further provides that in
case of the purchase valae of goods reposscssed Brom an
unregistered defaulting borrowrr, for the pugpose ol recovery
of a loan or debt shall be deemed o be the purchase price
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of ssch goods by the defaulting bormwer reduced by five
percentage juiints fier eVErY n;iua_rt..:r iF prart thereod, between
the dare of |!"I=h-|‘l-l-\-l-' anid the date of |.|i-]11 k] h_\' the [HeF=a
rI1J-LEI'-L{ asch L LS sjraf,

In this repard, Notificasion Mo 12017 -Central Tax ( Rate)
New Delhi, daved 28th June, 2017 exempts intra-Stare
supplics of second hand goods received by a registered
person, dealing inbuving and selling of second hand goods
anicd whi pravs thie contral taxcon thee valise of owesard supiphe
nf such second luand powsds ws dfetermined under sub-rule (50
of rule 32 of the CGST Rules, 2017, from any unregistered
supplicr, from the whoele of the contral tax levied under
the CGST Act, 2017, Similar exemptions are also there in
respeetive SGST Acks

Mlustration: For imstunce, a company sav M/ First Sournce
Ladd, which deals in hu}'i.np ansd selling of second hand ears,
purchazes & second hand Manied Celeno Car of March,
2004 make (Onginal price Hs. 5 lakh) tor Rs, 3 lakhs from
any unregistercd person and sells the same afer minor
turbishing in .|”I:'-'= 20T tor Bs 'ujil_lh,]ﬂ.'- The supply off
e wiar B0 the company tor Bs, 3 lakh shall be cxcmpted
Jr“‘l hf.\' bll: I" i il dl.l.- &G0 i'l"u lh{' II-|'|5F"]H'| (LT t[". T TEteT
tor R 3.5 lakh shall be raved and GST shall he bevied.
b value for GST purpose shall be Bs, S00007-, e the
ditference berween the selling and the purchase price of the
I.I:III'I:J:I.I'“.'.

In case anvother value i adeded by vy ot reptir, refurbishing,
m"-llrjIH'HHH,. et the same shall also be added to the value
uf goods and be par of the margin,

I margin scheme i opred for a transaction of second hand
gowods, the person selling the cur to the company shall not
paLLE anv taxable mvoice snd rhe R EEEERILY ]'HJI'-']J;I'\-I]IE' the
car shall nest ¢lsim any TTC,

e FAQs on GST: 3rd Edition: 15th December, 2018

L How will valuwe be determined where supply is made by a dealer dealing in
seconted hand goods?

Ans. Ax per Bule 32(3) af the CGST Rules, 2007, where a taxable supply is provided
by a person dealing in buving and selling of vecond hand goods L e, used gy ax
such ar affer such minor processing which does not change the narure of the goods
and wiere mo inpit tax eredit has been availed on the prrchase of such goods, the
valie of supply shall be the difference between the selling price and the purchase
price and where the value of such supply is negarive. it shall be ismored

O 34, How will supplies being made by a person dealing in second hand goody be
valwed wnder GST?

Anx. Where a toxable supply is provided by a person dealing in buving and selling
of second hand goods e, wsed goods as such or afier such minor processing which
dovs mof change the namire of the goods and where no input tax credit hos been
availed on purchase of such goods, the value of supply shall be the difference
between the selling price and purchase price and where the value of such supply is
megative It shall be ignoved The purchase value of poods repossessed from a
defawlting borrower, whe is nor regisiered, for the purpose of recovery of a loan or
dett shall be deemed to be the purchase price of such goods by the defa apiting= =
harvawer reduced by five percentage poinis for every quarter or FEW}'F

Page 4 af 9 el
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between the date of prirchase and the date of disposal by the person making such
FEDOSSESSIORN

» Notification No, 10/2017-CT () dated 25.06.2017

ot feataon Mo 10201 T-Cenml Tax (Bave)

“ew Dielhi, the 281h June, 23] 7

(SR {E3- In evercize of the powers conferred by sub-section (1) of section 11 of e
Central Ghoods amd Serviees Tax Act, HT (82 of 20170, the Centml Corvemnnzent, sa being
satisfied that it is necessary in the public mierest so o do. on e recomimendaions of the
Caunci], herely exempls mirn-Sae supplies of second |sand gocds received by o régrstered
persod, dealing o bayving nid selling of second hand goods and who pays the central tax on
the value of surward supply of such second band poosds ae determined under sub-rule (5} of
mile 32 of the Central Goods and Services tme Bubes, 2017, from any supphier, who 15 ool
regastered, from the whale of the central tax leviable theseon under sub-section {43 of section
2 of the Central Good and Servaces Tax Ac, 2007 {12 of 2007

r ) This nosification shall come into Force with ellect from the 1% day of July, 2007,

g. The applicant as is already mentioned supra, 15 planning to
introduce a new business vertical ie dealing in second hand goods using  same

GST registration number.

9, A conjoint reading of the rule, the GST lver, GS'T FAQs and the
notification reproduced supra, reveals the lollowing, as [ar as second-hand
goods are concerned viz

o thal the term sccond hand goods are not defined under the CGST Act, 2007
that second hand soods are not specilically excluded from the definition ol *poods”
as defined under section 2(52) of the CGST Act, 2017,

s that in lerms of notilication No, 1201 7-CT (Rate), ihid, any intr-state supplics ol
second hand poods received by a registered person, dealing in buying and selling of
second hand goods, [rom an unregisiered supplicr 15 exempt (rom the whole of
centeal tax leviable w's W4 ), ihid;

= that in terms of male 32(3), ibidf read with scetion 13(5) ol the CGST Act, 2017, in
case of taxable supply by a person dealing in buying amd scliing of sccond-hand
goods, no I'T'C can be availed on purchase of such goods & the value of supply shall
be the difference between the selling price and purchase price und where the value
ol such supply is in negative, it shall be ignored;

& that no I'1C shall be availed on purchases meaning therehy that the taxes paid on
forward charge basis or on RCM [reverse charpe mechanism|] basis shall not be
cloamed as [TC;

o that losses cannoel be e ofT;

o that since there is no distinetion between new goods and second-hand goods under
the G571 laws, the rates applicable 1o new goods are to be applied cven in case of
second hand goods,

110, Based on the aforementioned, we wish 10 answer the guestions
posed before the authority. The [lirst question raised by the applicant i*.
- whether they can opt for valuation of outward supply as per rule 3"’[::,13,1'35:&

for dealing in second hand goods, while followi ing regular rules !‘n;n'tl}ﬁlr

existing business? 1

.n—r..
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1. Since nothing is produced before us which takes a contrary view,
we hold that the applicant can opt for valuation of outward supply in terms of
Rule 32(5), ihid for dealing in second hand goods while simultancously

[ollowing the normal valuation practice for their existing business.

| 2. Moving on o the second question, raised by the applicant wiz -

whether the applicant can opt for valuation of outward supply only for

acquisition made from unregistered dealer and for acquisition from registered

dealer they continue to pay GST as regular mode [ie by discharging GST on

full amount of sales consideration and claim [TC on acquisition cost].

13, What is understood from the aforementioned question is that the
applicant wishes 1o

[a] follow rule 32(5), valuation procedure for supply in respect of goods
purchased from un-registered persons; and

Ib] follow the regular/normal valuation mode, |ie not to opt for rule 32(5),
ibid| for supply in respect of goods purchased [rom registered persons. Rule
32(1) of the CGST Rules, 2017, proposes determination of the value in respect

of certain supplies, viz

Rude 32, Determination of valwe in respect of certain supplies

1) Norwithstanding anything contained in the provisions of this Chapter, the value
i rexpect of supplies specified below shall, af the oprion of the supplier, be
determined in the manner provided heretnafier.

{emphasis supplied]

Thus, it is clear that the valuation proposed in terms of Rule 32(3), ibid, is at
the option of the supplier and is not mandatory in terms of rule 32(1), the text

of which is reproduced above,

14, Mow, as far as simultaneous availment of valuation procedure
cnumerated in rule 32(5), in respect of second hand goods, where the same are

purchased from an unregistered person, and opting out of the valuation
preseribed under rule 32(5), ibid, in respect of purchases from registered

persons wherein the applicant wishes to discharge GST on full amount of sales

Page 6ol 9 -"-'., o
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consideration and claims ITC on the purchase, - we find that this is not

something which is barred cither by the Act or the Rules.

15. Moving on to the third question, raised by the applicant viz - what

will be the amount of difTerence as per Rule 32(3) lor dealing in second hand
goods? Does purchase price as per Rule 32(5) include cost of

repair/improvement?

| 6. As per rule 32(5), computation of value in respect of margin
scheme, shall be difference between the selling price and the purchase price,
provided no input tax credit has been availed on the purchase of such goods.
The procedure sct forth in the rule is unambiguous. It does not provide for
inclusion of cost of repair/improvement. We therefore, hold that the amount
of difference as per Rule 32(5) lor dealing in second hand goods would be the
difference between the selling price and the purchase price and would not
include the cost of repairimprovement. The above finding stands
substantiated by the ruling of Appellate Authority in the case of Tej Kumar

Tain',

i7. Moving on 1o the fourth question, raised by the applicant viz - If
the purchase price does not include cost of repair/improvement then can I'TC

of such repair/improvement, be availed?

| 8. The wordings of Rule 325}, also known as "margin rule’, clearly
states that no I'TC can be availed on the purchase. The rule provides for minor
processing on the second hand goods de used poods, provided it does not
change the nature of the product, If the Legislature intended on allowing 1TC
in respect of such minor processing, rule 32(5), ibid, would have provided for
availlment of I'TC in respect of such munor processing.  That not being the
case, we hold that the applicant is not cligible for availment of I'TC in respect

of the cost of repair/umprovement,

]g. :h-"iﬂ"r'ing O Lo I.l'll.: J.l".h g'lL_'il.jE}_l:l1 rascd h:rr ithe uppl icﬂr“- l'ﬂI: a ""'"'.h'-‘lhq_r__._-_‘_"_'-_' o
e-way bill and e-invoicing is applicable for appellant if they follow margm — =T

scheme? If yes then which value should be shown in e-way bill and e-invoice

' Rajasthan Appeliate Authority for Advance Ruling order No. Raj/AAARZ21-32 did 10,1221



WWW.TAXSCAN.IN - Simplifying Tax Laws - 2025 TAXSCAN (AAR) 132
8

and in which section as the data of e-way hill and e-invoice are getting auto

populated in GRTR-1.

20. The guestion at best is vaguely framed. Before adverting to
answering the question, we find it prudent to reproduce the relevant extract of
Section 97(2) of the Central Goods and Services Tax Act, 2017, viz

Section 97, Application for adviance roling

(21 The guestion an which the advance ruling is sought under this Ace, shall be in
respect of, -
fa) claxsification af any soods or services or both,
(bt applicability of a neiification isswed under the provisions af this Aei;
fo) defermination of ime and value of supply of poods ar services or both;
fei aetmissibilivy af input tax credit of fax paid or deemed 1o have been paid:
fol dererminiion Of the Hahliny fo pay fox on any goods or services or both,
() whether applicant is required 1o be registered;
el wherher any particelar thing done by the appdicant with respect o any
poundls or services oF horth amounts to oF resulis in a supply af woady or services
or -hoth, within the meaning of thar term.

As is evident, e-way bill and c-invoicing does not find a mention under serial

No. 2(a) to (g), supra. We therefore, refrain from answering this question.

21. Moving on to the sixth question, raised by the applicant viz - for the

purchase of second hand poods from registered/unregistered dealer, does

appellant require to pay any tax on reverse charpe/forward charge basis.

22, Again, as fur as purchase ol sccond hand goods, from registered
person is concerned, we [ind that the question of the applicant paying tax
under reverse /forward charge simply does not arise. This part of the question,
is vaguely framed. As far as the question relates to purchase of second hand
poods from unregistered dealers is concerned, we find that the same is exempt
from payment of tax under RCM in terms of notification No. 10/2017-CT (R)
dated 28.06.2017, provided the supply falls within the ambit of intra-state

supply.

Fh;.i:*-_*’“.-'.’-’
r|rl"l_|.'?
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It the light of the above, we rule as under:

RULING

1. The applicant can opt for valuation of outward supply as per rule
32(5) of the CGST Rules, 2017 for the new line ol business solely [ie
for dealing in second hand goods] besides [ollowing regular valuation
procedure for their existing business,

2. The applicant can opt for valuation of outward supply in terms of
Rule 32(%), ibid, for purchases made from unregistered dealer and for
purchases from registered dealer they can pay GST by lollowing the
regular mode [ie by discharging GST on full amoumt of sales
consideration and claim I'TC|

3.The purchase price as per Rule 32(5) will not include cost of
repair/ improvement,

4, I'TC of repairfimprovement cost cannot be availed by the applicant in
case they are availing the benefit of Rule 32(5), ibid.

5. No ruling for question no. 5 in terms ol para 20 above.
6. No GST is to be paid under RCM for purchase of second hand goods

from unregistered dealer il the supply falls within the ambit of intra
state supply.

Place: Ahmedabad S ©
Date: 2.03.2025 T



