Case Citation: (2025) taxcode.in 33 AARGST

GUJARAT AUTHORITY FOIR ADVANCE RULING
GOODS AND SERVICES TAX

/5, RAIYA KAR BHAVAN, ASHRAM ROAD, ' A .

AHNMEDABAID — 380 009, | |

ADVANCE RULING NO. GUJ/GAAR/R/2025/05
(IN APPLICATION NO. Advance Ruling/SGST& CGST/2024/AR/09)
Date: ZL.03.2025

Mame and address of the + | Jitendra Equipment,
applicant 8-B3, National Highway,
Opp. Tulip Party Plot,

' Gondal Road, Kothariya.
Rajkot,Gujarat- 360 022,

'GSTIN of the applicant | 24AAFFISSISDIZP |
Jurisdiction Office - | Office of the Assistant Commissioner of

State Tax, Unit-93, Range -23, Division |
B -~ |10, Rajkot. ,
| Date of application - [ 23.04.2024 |

Clause(s) of Section 97(2)of |: | (c)id)

CGST / GGST Act, 2017,

under which the questionis)
raised. 11 .
 Date of Personal Hearing i | 04.12.2024 S '
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,
Gondal Road, Kothariva, Rajkot, Gujarat- 360 022 [for short —~ “applicant’] is
engaged in the business of trading of construction machineries & equipment
like bulldozers, JCB, ecte. The applicant’s GST registration number is

24AAFFIS518DI1ZP,

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
poods. The applicant intends 1o take benefit of margin scheme to discharge
GST as per rule 32(3) of the CGST Rules, 2017. They also to wish 1o rely on

the FAQs issued in respect of the margin scheme.

L
3. In view of the aforesaid, the applicant has sought advance ruling’on”

. . . =1
the below mentioned questions viz 1

www.taxcode.in



Case Citation: (2025) taxcode.in 33 AARGST

2

“I. Can the applicant apt for valuation of outward supply as per rele 3203) of the
CCST Rules, 2007 for the new line of business solely [ie only for dealing in second
hand goods| bexides following regular rules for their existing business?

2 Can the applicent g for valuation of ouitward supply enly for acquisition made
Sfrom waregistered dealer and for acquisition from registered dealer they contimie to
pay GST as regular mode [le by discharging GST on full amount of soles
eonstderation wrd claim ITC on acguisition cosi 7

3. Whar will be the amount of difference as per Rule 32¢3) for dealing in second
hand  goods?  Deey  prurchase  price as  per Rwle 32(3) include cost of
Fepriirmprove e nt

4. If the purchase price does not include cost of repoirdmprovement than can H'C of
such repairdmprovement cost can be claimed?

5 Does e way bill and e-imvoicing applicable for appellant if they follow margin
scheme? If ves then which value should be shown in e-way bill and e-tnvoice and in

which section as the data of e=sway bill and e-invoice are gelting auie populaied in
GSTR-1.

6. For purchase of second hond goods from registered/unvegisiered dealer, do _—
appeliant need 1o pay any fax on reverse chargeforward charge bayis? "

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 reilerated their submissions made in the application.

Discussion and findings

5, At the ouset, 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. Before moving on to the contentions raised, we would like to

reproduce the relevant rules, FAQs, flyer, for ease of reference viz
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e CGST Rules, 2017 [relevant extracts|

Rule 32, Determination af value in respect of certain supplics.-

f1) Notwithstanding amthing contained 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 marner provided hereinafter

(5) Where a taxable supply is provided by a person dealing in buying and selling of
second hand goods ie., wsed goods as such or afier such minor processing which
does not change the mature of the goods and where no input fax credit has been
availed on the purchase of such goods, the value of supply shall be the difference
berween the selling price and the purchase price and where the value of such supply
is negative. it shall be ignored.
Provided that the purchase value of goods repossessed from a defauliing
horrower, who is nor registered, for the purpose af recovery af a loan or
debt shall be deemed to be the purchase price of such goods by the
defanlting horrower reduced by five percentage poinds for every guarter or
etrt thereof, between the dare of purchase and the dafe of disposal by the
person making such repossession

o Relevant extracts of the flyer [Margin Scheme in GS'T]

4’.'.-’-..:.‘-:'.-- Thirry

Margin Scheme in GST

mormally GrST s churged om the ransaction vibwe of the
poexds. However, in respect of second hand goods, a person
dealing s such goods may be allowed to pay tax on the
margin e the difference berween the salue at which the
goeoids are supplied and the price ar which the goads are
prerchosed, 1F there i noomargin, noe GST i charged for
stch hu]\l'lll:l, The g of the scheme ot avoad dosile
ravation as the goods, having once borne the imadence ul
rax, re~enter the spphy and the coonomae :q.lJ!'l|'l|:|.' chuim,

Valuation of Second Hand Goods: As per Rule 32(5) of
the COST Rules, X017, where a taxable supply is provided
by a persos dealing in barving and selling of sccond hand
ot e, used gonds as such or atter such munor processimg
which dogs not chanpe the nature wl the FIHHJ.BI- and where
no input tax crechit has been aviiled os'the [HiEe ease of sach
wonnds, the value ol ml:'fll_lr shall be the difference between
the selling price amd the purchirse price and wheree the value

nf such .-|.|.i15'-1_1.' e nepativg, 11 shall be lenared,

The provisn ti the above cole further provides that in
case of the purchase vahae of goods reposcssed from an
unregistered defaulting hosrower, for the purpose of recovery
of a loan or debn shall be deemed 1o be the puarchase prce
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i s gesadds by phe '.ln:F:ult':n; bormower meduced h:|.' tivie
percenrage (uiints fing ENCOY GUArter af part thereod, betweer
the date of F*l:n.l‘uﬂ-l.' anil the dare of |.|i=]11|-'JJ b the person
miakimg such repossession.

In this regard, Notification Mo, 1002007 -Cengral Tax ( Rare)
New Delhi, dared 28th June, 2017 exempts intra-Stare
supplies of second hand goods received by a2 registered
prorson, dealing s buving and selling of sevond hand anod-
anied whe pravs the contral tiocon thee valiee of oweswarnd spply
of such secomd hand pods as determined uesder sub-rule (5)
ot pule 32 of the CGST Rules, 2017, from any unregistered
spplien, from the whole of the contral tax levied undee
the COST Act, 2017 Similar exemptions are also there in
respective SGET Acts

Hiwstration: For instance, 2 [SIEE A TN A Fiest Sounce
L, which deals in hu‘unp and selling of second hand cars,
purchases & second hand Marwti Celerio Car of March,
2014 mauke (Cnginal price Bs. 5 lakh) for By, 3 lakhs from
ant unregstercd person and sells the same after minor
furbrishing in I|ul:|.1 2007 tor Hs 1'a,?-“.”‘.'llﬂ-'- The supply of
i wif B0 the company for s, 3 lakh shall be exc mipted
ard the Hni |1 T fjl.l: Samic i."r'. the s CTHINARY 1) b= CusToEnct
for Ra. 35 Lakhy aball be taxed and GST shall be levied.
ke value for GET purpose shall he Bs, 300007, f.e. the
ditference bemween the ‘-I.'I!II'I;E; and the rﬁ;n‘h.ﬁ_-.: pl:u.rqlf'llhr

Liarngarmy,

Incase anorher value b addied by vy of repair, returhishing,
reconditioning e, the same shall also be added to the value
of goods and be part of the mangin,

|I'I11.11'|.'|JFI scheme s ::||'|-:|'1_-|:| for a Frensaction of second hand
pownds, th [rerea sellinng the cur o the copmapany shall not
pesuee any faxahle wvoice and the coingany purelisang the
car shall nest claim any TTC.

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

1L How will value be determined where supply is made by a dealer dealing in
second hand goods?

Ans. As per Rule 32¢5) of the CGST Rules, 2007, where a taxable supply is provided
by a person dealing in buving and selling of second hand poods { e, wed goods as
such ar after sueh minor processing which does not change ihe narvre of the oy
and where no input tax credit has been availed on the purchase of such goods, the
value of supply shall be the difference between the selling price and the purchase
price and where the value of such supply is negative. it shall be fgnored

34 How will supplies being made by a person dealing in xecond hand goods be
valwed wnder GST?

Ans. Where a taxable supply s provided by a person dealing in buying and selling
of second hard goods e, used goods as such or afier such minor processing which
does mol change the namre of the goods and where no input tax credit has been
availed on purchase of such goods, the value of supply shall he the difference
between the selling price and purchase price and where the valve af such supply is
megative it shall be ignoved The purchase value of poods repossessed from a
defendlting borrower, who s not registered, for the purpose of recovery of a loan or
debt shall be deemed 1o be the purchase price of such goods by the defaplting- =
harvawer reduced by five percentage points for every gquarter or FEW'F
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between the date ef purchase and the date af disposal by the person making such
FEPSSESEIOR

Notification No. 10/2017-CT (R) dated 28.06.2017

Motfieaton Mo J0201 7-Cenirad Tax (Rate)

Sigw Drelhi, the 28th June, 2007

SR (E)- In enercise of e powers conferred by sub-section (1) of section 11 of e
Cemtral Geosods amd Services Tax Act, 2007 (82 of 2017, the Centrl Govemntsent., v being
sntisfied that it is necessary in the public mterest 5o o do. oo the recommerdaions of the
Cauncil, hereby exempls mira-51ate supplies of second luand gocds received by o registered
persod, dealing o baying and selling of second hand goods and who pays the central tax on
the valoe of owrward supply of such second hand goods as determined under sub-nele (5) of
rule 32 of the Central Goods and Services tax Rubes, 2017, from any supphier, who 15 pol
registered, from the whale of the central tax leviable theseon under subeseciven (45 of sesion
9 of the Central Good and Services Tax Ac, 2017 (12 0f 2017

r 3 This mestification shall come inta borce with ellfect from the 1% day of July, 2017,

The applicant as is already mentioned supra, is planning to

introduce & new business vertical je dealing in second hand goods using same

GST registration number.,

9.

A conjoint reading of the rule, the GST flyver, GS'1 FAQs and the

notification reproduced supra, reveals the lollowing, as far as second-hand

goods are concerned viz

10,

that the term sccond hand goods ane not defined under the COST Act, 2007

that second hand soods are notl specifically excluded from the definition ol *poods”
as defined under section 2(52) of the CGS'T Act, 2017,

that in terms of notilication No, HE201T-CT (Rate), ibid, any inir-state supplics ol
second hand poods received by a registered person, dealing in buying and selling of
second hand goods. [rom an unregistered supplicr 5 exempt from the whole of
central 1ax leviable w's 9(4), thid;

that in terms af rule 32(5), fhid read with seetion 153051 of the CGST Act, 2017, in
case of taxable supply by a person dealing in buying and selling of second-hand
goods, no ITC can be availed on purchase of such goods & the value of supply shall
be the difference between the selling ]1:ri1:|_' und purchase price und whene the value
ol such supply is in negative, it shall be ignonad:

that ne I'1C shall be availed on purchases meaning therehy that the taxes paid on
forward charge hasis or on ROM [reverse charpe mechanism| basis shall nor be
cloamed as [TC;

that losses cannl be sel ofl;

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 poods.

Based on the aforementioned, we wish 10 answer the guestions

posed before the authority, The [lirst question raised by the applicant is

_.J\.— :.

- whether they can opt for valuation of owtward supply as per rule 3"’[::,1*,1'5&?:&

for dealing in second hand goods, while followi ing regular rules !‘n;n‘ﬂﬁlr

existing business?
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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 poods while simultaneously

following the normal valuation practice for their existing business.

1 2. Moving on 10 the second guestion, raised by the applicant viz -
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].

5 What is understood from the aforementioned question is that the
applicant wishes to

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

b} follow the regular/normal valuation mode, Jie not o opt for rule 32(5),
ihid| for supply in respect of goods purchased from registered persons. Rule
32(1)ofthe CGST Rules, 2017, proposes determination of the value in respect

of certain supplies, viz

Rule 32, Determination of value in respect of certain supplies

1) Norwithstanding anyithing contained in the provisions of this Chapter, the value
in rexpect of supplies specified below shall, ai the option_of the supplier, he
determined in the manner provided heretnafier,

Jemphasiv yupplied]

Thus, it is clear that the valuation proposed in terms ol 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, MNow, as far as simultancous 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 wvaluation
prescribed 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 b ol 3
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consideration and claims ITC on the purchase, - we find that this is not

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

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

will be the amount of diflercnce as per Rule 32(5) 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 set forth in the rule is unambiguous, It does not provide for
inclusion of cost of repairfimprovement. We therefore, hold that the amount
of difference as per Rule 32(5) for dealing in second hand goods would be the
difference between the selling price and the purchase price and would not
include the cost of repairfimprovement. The above finding stands
substantiated by the ruling of Appellate Authority in the case of Te) Kumar

Jain'.

B Moving on to the fourth question, raised by the applicant vie - 1T

the purchase price does not include cost of repair/improvement then can ITC

of such repair/improvement, be availed?

| 8. The wordings of Rule 32{5), 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 je used poods, provided it does not
change the nature of the product. If the Legislature intended on allowing 1'TC
in respect of such minor processing, rule 32(5), ibid, would have provided for
avallment of ITC in respect of such munor processing. That not being the
case, we hold that the applicant is not eligible for availment of ITC in respect

of the cost of repair/improvement,

19, Moving on to the lifth question, raised by the applicant viz - whethgpes2e.

e-way bill and e-invoicing is applicable for appellant if they follow ma:rgul

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

' Rajasthan Appelinte Authorily for Advance Ruling order No. Ruj/AAARZ21-22 dud 10,1221
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and in which scction as the data of e-way bill and e-invoice are getting auto

populated in GETR-1.

20, The question at best is vaguely framed. Before adverting to
answering the guestion, 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 advance ruling

(21 The guestion om which the advemee ruling is sougiy ander thiv Ao, shall be in
respect nf, -
fa) claxsification af any eoods or services oF horhy;
tht applicability of a notification isswed under the provisions of thix Act;
fc) determination of iime and vafue of supply of poods or services or borh;
fel) aelmissibility of tnpat tox credit of tax poid or deemed to have been paid;
(el eletermtnotion of the Dbty to py ta on any goeds aor seevices or botk,
(1) whether applicant ix required 1o be registered;
fgh whether any particular thing done by the applicant with respect to any
gods or services or both amaunts to or resulis fn a supply of goods or services
ar-hoth, within the meaning of that 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 goods from registered/unregisiered dealer, does

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

22, Again, as fur as purchase ol seccond hand goods, from registered
person is concerned, we find that the guestion 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.

N\

=
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In 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 of business solely [ie
for dealing in second hand poods] besides [ollowing regular valuation
procedure for their existing business,

2. The applicant can opt for valuation of outward supply in terms of
Rule 32(5), 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 amount of sales
consideration and claim ITC|

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 1o be paid under RCM for purchase of second hand goods

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

.?Icl_ib_r_.-' e
(Kamat Shukla) (PB.Mcena)
Mcmber (SGST) abhdaa, Member (CGST)

JE7 i~
Place: Ahmedabad i{u o ; _:'

Date: z.].03.2025 N
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