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Admissibility of input tox crecjit of tox poid or deemed to hove becn poid.

BRIEF FACTS

Appliconts Bockqround:

Soi Service Privote 3611, Alto porvorim, Bordez-Goo, 403521, ond hotcj

GSTIN: 30AABCS499BM I ZW. Tl're Applicont is cngoged in the business of sote

of oulomobiles hoving o decrlership of vorious outomobile brcrnds. T.he

company is olscl involved in provide servicing, repoir, ond reloted ouxiliory

serviccs wilh respect to motor vehicles., in respect of which the crpplicont is

seeking lhrough thc rlcivcrrrce ruling for the purpose of dcierminotion of thc
following question:

CLARIFICATION REQUIRED ON THE BELOW POINTS:

l. Whether the opplicont is entitlecj to ovoil the Input lox Credit
chorged on lrlworcJ supply of rnolor vohicle which ore usecl for

demonstrotiorr purpose in ihe coursc of business of supply of motor
vehicle os irrput lclx crccJit on copitcrl goods.

INTERPRETATION OF LAW AND/OR FACTS BY APPLICANT

l. lnword supply of molor vehicres used for demonstrotion purpose by, thc
opplicont <rre in the <;ourse of furtheronce of busin<:ss.

the opplicont submils thclt it fulfils oll ihe conciitions loicj in the section t6(t)
of GSI low. li frrrthcr clorifies thot "the opplicont who purchoses these
dcmo cors for us(3 in lesl drivc's for customcrs ond with on intention of further
sole within limilcd period sholl be eligible to ovoil crcdit of input tox
chorged, os these ore uscd in lhe corrrse or furtheroncc of his business.,'

The oppliconl further 57ivcs its interpretotion of thc expression ',used,, or
intended to be used" in the course or furtheroncc of l.ris business. The

opplicont submils 'lhot primorily ihe demo cor is bcing purchosed in order
fo providc tcst orive focility io thc customers bosicolly thc <jcmonsirotion
focility <rre used f cr moking lhe custorncrs understond the look ond feolures
of th<; vehicle crn(J for providing triol drivcs to the customers which becornes
on instrumerrlol foclor in thc decision-mcrkirrE process of the <;ustorncr
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during the procuremont of vehicles. Such o focility is vitol to promote solc

of such vehiclcs of the opplicclnt.

f:ttrther il stoJos thot demo vehicles for test clrivc essentiolly purchosed for

furlhcronce of solcs odvonccment elc., for rotionolizotion of existing oncJ

fuiurc sole of cors ond bring in stobility, which con be furlher treoled os

'furtheronce of busin(:ss. Iherofor<-., the oppliconlcloims thot such vchicle

ore boing used in thc course or furtherorrce of the opplicont's business crnci

lhts, thc inpul tox credit sholl be ovoiloble on procuremenl ctf the soid

demonstrolion vehi<:les os per the provision of Scction l 6( 1 ).

2. lnput icx Crodil on inwcrrcl supply of motor vchicles L;sod for <lemonstrotion

plrrpose by thc oppliconl is not restricted in terms of sc.clion 1/(5) of thc.

CGST Act.

The opplicc:n1 clcrims thot the irrpul tcrx crec1it on inword supply of motor
ve:hicles usccj for <jernonslrotion pur5rose by the opplicclrrt rs rrot restrictecj
in terms of scction l/(5) of thc CGST Aci. In sup:port of this orgumeni
oppliccrnt ploces on rccci'd its ii'rtorprctctiorr of scction l/(5) by submitting
thot os per section l/(5) of thr: CGSI Acl, input lox crcciit is not e:lig;iblc in
respecl of lhe molor ve hicics for tronsporiotion of persons (hoving sccrting
copocity of lcss thon or eclucrl to 13 pcrsc>ns, including the cjriver) whereos
in thc prcs<:ni cose the demo cors oro nol Lrsr:d for tronspc>rtotion of person

bui crre used for provicling dc.mo which furthor hclps in <jccision moking to
customers.

li further cloims thot <ivcn rf thc such demo ccrs orc uscd for tronsportotron
of persons, however they get covered Lrnder cxccptions os corved out in
Scctiort l7(5) cr which provicies thol llC sholl bc ir^r <:osc thorc ls f .;rtlrer sL,pp y

of such motor vehrcles. As per the inlerprctotion of the loxpoyer inlentior-,

of lhc lorar, crs rt oppeors from thc exprcssron, for fL;riher supply cf such
vehicles' rs 1o ollow input lox crcdii in rcspcct of loxpoyerc oeo ing w,;th

molor velricles os they orronged in furthcr supply of such motor vehic cs.

The [xpression, 'sL.rch' beors o wide connototion which does not pul crny

rcstriction rn respect of supply of demo vchiclcs.

The crpplicont furlher stotcs lhot whcn thc opplicont mokcs purchoses of
the clemo vehicles, such purchoses <rre crlso mecrrrt for fLrrlher supply, the
opplicont coprtolizes the demo vehrcles ond iros to kcep such vciricle for
o specific period of irnre. Suc:h <rctivi'iics, in ony monner, do nol chonge the
purposc of further suipply. Hence the inpL,l't lox credit on ihe somc is noi
re:strictcd under Seclion I/(5)(o) of lhe COSI Act.
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3. Without prejudice, os per meclning of the <-.xprcssion 'for' ond jts

interprctotion, rnokes llC on demo cors os cligiblc.

Furlher thc opp>lrcont cloborotes on terryrs "for tronsportolion of
possengers", Scction l/(5)(o) provides thcrt lnput lox crccjit sholl not be
ovoiloble in rcspect of motor vehrcles for tronsporlotion of persons hoving
opprove<1 seoting copocity of not morc thon thirteen persons (incluciing;

the <jrivcr) except when ore used for moking following loxctk>le supplies,
nomely.

(A) further sL,lpply of such molor vehiclcs; or

(B) lronsportction of posscngers; or

(C) importing lrcrinrng on driving such motor vehiclcs

Thus, the opplicont gives interpretcrtion os denicl of ITC of Molor vehicles is

only with rcs6>e<:t 'for lronsportotion of posscngers hoving seoting copccity
of not morc thon l3 pcssengers. Whereos the impugncd Motor vchicle
(Demo cc;r) is nol for tronsportotion of possengers but is for test drive in orcjer
to ensurc further solc of Motor vchicles. In support of this contention
opplicont relies on the judgemenl of Hon'ble Suprcmc Court in lndion
Chomber of Commclrce v. CIT - l9 /6 (l ) SCC 324.

PERSONAL HEARING

Shri Nitin Vijoiverrcio, Shri Adorsh Shcttye, I)r t. Y Thok (C.A), Shri M. I). Bhondory, Sr.

G.M ond Shri Dotloprcrsod Shonkhowolkor, Assti. G.M, duly outhorizeci

represenlotivc <rppeored for pcrsonol hcoring on ?/lA?12023 before this outhority

ond reiterolecj thc points deliberoted in written subrnissions rnode olong wrth

opplicotion.

FINDINGS AND DISCUSSIONS

ln view of the foregoing discussion, we rule os foltlows:

Relevont Provisions of low

(19) 'copitol goods me ons goocls, the volua of which ris copilo/ised in the books of
occc:ttnt of fhc pcrson cloimings f hc ingtt f ox creclil ond which ore used or tntenCed
/o be used in /he course or f urtharance of busincss;

(l /) 'busincss inc/udes
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(o) ctny trade , comrnerce, monufoc:f urc, profession, voccstion, ctdve nf ure,
woger or onY olher simi/or acfivify, whe ther or nof if is f or a pecuniory benefit;

(b) ony csctivtty or lronsoction in conneciion wtth or tnctclenlol or oncillc:ry lo
sub r:/crusc /o/;

(c) c:ny ctctivity or lronsocfton in the noturc ol sub ciousc (c:), whclher or nol
therc is voiun'te, frequency, continuity or regulority of such lronsaction

(c1) supply or ocquisition of good.s including ccspifol goorJs c;nd services in
connecfion with con)menccmenl or c/osure ol busine.ss:

(e) provision by o club, ossociofion, society, or ony such body (for cs

subscription or ony ofher considerofion) of the foci/ities or benefifs lo ils
mcmbers;

/f/ ocJmis.sion, f or o consiCcrcttion, of pcrsons lo ctny premises;

/g/ serviccs supp/ied by o person os the ho/der of c:n office which hos been
occcplerJ by hirn in fhe coursc or furfheronce of his trode, profession or
voccstion;

(h) 5[csctivilies of o roce club tncluding by woy csf tof csliscttor or o /icense lo book
rnokc.r or cscttvitics of o /icensed book moker in such c:lub; ctndJ

(i) ony octtvify or /rclnsc.rcfion under iokerr by the C-entrcsl Government. o Sfole
Govcrnment or <:ny locctl ctufhortfy in which they <sre engogerJ os pub/ic
csulhorttics;

(59) "input' meons any goocls o/hcr thcsn ccspifcr/ good.s useci or intended lo be used
by o supplier in /he course or f urtheroncc of business;

(60) 'tnput scrvice" rneons csny servicc t,iscd or inlenCed to bc t.,scc1 by c: supplter in
fhe colrr,sc or f urfh<:rcsnce of business;

(62) "tnput /ox in rt:lcslion lo o regis/ered person. ,rncons tha cenfrc:/ fox, Stoie fox,
lntcgrctfed tcsx or L.tnion lerrifory fcsx chcsrgecJ on csny supply of gsoods or serviccs or
both modc lo him ond includes

(o) the tnfegrctted goorJs ond sc.rvices fc.:x chorgcd on tmporl ol goods;

(b) the tox poyoble under fhe provrsion.s of sub scclions /31 c:nd (4) of seclion
O.

(c) the fc:x payat>le under lhe provisions of sub sections 13/ ond (4) of se clion
5 of fhe lnf e grc:lad Goods oncJ Scrvicc.s Tox Acl;

(C) the tc:x pcsyoble unrJer lhe provisions of sub seclions /3/ ctnd (4) of seciion
9 of the respcclive S/ole GoorJs ond Serviccs /ox Act; or

(e) the tox poyable under lhe provisions of sub-seclions /3/ c:nd (4) of seclion
7 of fhc L.)nion lcrntory OoocJs ond Sc.rvices /ox Ac/,
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bul does not include lhe tox paid under the cornposiiion levy;

(63) 'input lox crcdit" mcons thc crcdit of input fax;

'Secfion 16. Eligibility ond condifions f or toking inpul tox credil.-

(l) Every regislercd pcrson sho//, subiecl /o such concJifions oncJ reslriciions os moy
be prescriberJ ond in lhe monner specified in seclion 49, be enfitlc.d lo ioke credif
of input tox chcsrgec1 on ony supply of goods or services or both fo him which are
uscd or inlcnded fo be uscd in lhc course or f urfhercsnce of his business c.:nd fhe soid
omounl sho// be crediled lo lhc c/cclronic credil ledger of suc-'ir persor).

(?) Notwith slonding ctnylhing conloined in this secfion, no regislered person shol/ be
enttfleci to the credtt of ctny tnput lcrx in respecl of ony supply of goods or services or
bolh 1o him unicss.

(a) hc is in possession of a tax invoice or debit nole issucd by o supp/ier
regisfered under this Acl, or sucit other tox pcsyinE documenfs os moy
be prescribed;

(3) Where lhe registcrcd person ircrs c/oimcrJ dcprecictlion on fha lox componenl of
ihe cosl of cctpitcsl goods ond plont and mcschtnery under the provisions of fhe
lncome tctx Acf, l96l (43 of l96l), the input taxcrcdit on lhe soicJ /ox componenl
sho//nof be ollowcd.

(4) A registered person sho// nol be enlilled lo loke inpuf fax credil in respecl of csny
invoice or debtt notc' f or supply of goods or services or bofh af ler fhe 6[thirticth dcsy
of Novemberl f ollowtng the cnd of finctncial year fo which such invoice or ,[**r*l
debit nof e partains or f urnishing of lhe rclcvcsnl ctnnuctlre turn, whichever is eodier.

Secfion 17. Apporlionment of credil ond blocked credifs.-

(l ) Where fhe goods or scrvices or both ore used by the regis lcrcct person portly f or
lhe purpose of ony busincss and pc:rtly f or olher p(,,rposcrs, f ha csmounl of crcdil sho//
bc reslricfed lo so much of fhe inpuf /ox os is csftribufcsblc fo lhe purposcs of his
busincss.

/5/ Nofwi/hslonding anyfhing confcsinecl
sec/ion (l) of seclion lB, input lax credif
followtng, nomely:

in sub seclion (l) of secfion i6 ond sub
shcr// nol bc ovctilcsblc in respec/ of the

i
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2[(o) motor vehicie.s f or trcsnspctrlcttton of persons hctvtng cspprovecl secr/ing copctcity
of not rnore thon fhirleen persons /inc/urJing the drivcr), excepl whcn they orc uscd
f or rnctking the f ollowing tctxable supp/ics, nctmely:

(A) f urfhcr supp/y of ,suc-'h mof or yc.hic/cs; or

{B) trctnsporlcttion of possengeirs; or

(C) tmpc:rttng frcsining on clrivin g such motor vchicles;

(oo) .

Discussion ond findinqs

Ihe opplicont hos sought the odvcrncc ruling orr following question.

Whether /he App/icon/ is enlilied fo ctvcstl the lnpul iox CrcCif chorg;ed on inwctrd

supply of motor vehic/e which ore use.d f or dernonstrctlion purpose in thc course of

businc.ss of supply of molor vehic/c o.s inpul tcsx credit on cap:ilol goods.

Wc hovc gonc lhrcrugh thc submissions/<rrguments, judgcmcnls ond odvonce ru ing

producedi mode by the crpplicont. lloving gone through the opplicotions ond

submrssions of tire crpplicont wc note tirol thc contentions of thc toxpoyer ore

occoptcrblc to thc cxtenl thot the demo cnr used for demonstrotion of cors look,

feotures, pcrformoncc, tost drive eic. is 1o bc treoted os goods used in ihe

furtheronce of business. Srnce ihe loxpoycr copitoliscs the clemo cor in rts books of

occount it is o copitol o good used rn furlheronce of busine>ss. But we rrotice cerloin

diffcrcncc in ihe inlerprctotion of thc: oppliconl wiih rcspcct to scction l/(5) of GSf

low.

Iirstiy, oppliconl c oims thot os per sec'tion l7(5) nput iox credit rs noi elig;ibio in

respect of ihc motor vehic:lcs for tronsporiotion of pcrsons (hr:ving scoting copoc ty

of less thon or equcl 1o 13 persons, including the cjriver) ond whereos in the prescnl

cose the demo cors ore not used for tronsportotion of pcrson but ore used for

providing cJr:mo w'hich further helps in <jecision moking to cuslomcrs. Further, the

opplicont gives inierprctolion, os dcnicrl of llC <>f Motor v<:hic:1es is only with respecl

'for tronsportcrtion of possengers hoving seo'trng copocity of not morc tiron l3

possengers ond wlercos dem<> cor is not for tronsportotion of possengers but is for

test drive rn order to ensurc furiher scrle of Motor vehi<;les. ln support of lhis contcntion
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opplicont relies on the jucjgcnrcnt of llon'ble Supreme Court in Indion Chomber of

Cornmerce v. CIT 197 6 (l ) SCC 324.

ln this reference we nolc thol thc cxprcssion 'mo1or vchiclc for tronsportotion of

persons' shoulcj be understoocj os rnotor vehicle for thc purpose of tronsportotion of

the possenger, however the noiure-. of use or the purpose for which goods ore put

to use connol b<,. de;cidcd by the usr:r of the produci but il is undcrstood f rom the

commentories of the: Monufocturc or in thc gcncrcrl porloncc rn which lt is widely

put to use.

1n the presenl ccrse opplicont is the uscr of thc cor monufoclured for the purpose of

tronsportotron of possengers ond used by finol consunrcrs for lronsportotron of

passenger. Therefore, thc inlerpretotion of lhe oppliconl connot be <rcccpted.

Ihe oppliccrnt hos olso rcliccj irpon orr followrng odvonce ruling in support of its cloinr

for eligibiliiy of llC on cjemo cors.

o) M/s Chowg]ule Industries ['rivotc Limited, Mc-rhoroshtro AAR, IS 1239 AAR-20]9-NI

b) M/s A M Motors, Kerolo AAR, (KtR/lal2018), TS 542-AAR-2018 N I

c) M/s lrtonio Products Prrvote Limiteci, .il-lR/AAR/?02.0 ?_1lOl lO/.

Wc find thot in following odvoncc rulingT the AAR hovc ncgotively onswered thc

odvonce ruling onci hcrve-. rulecj thot llC on demo cor sholl not be ollowecj

o) M/S. KIIATWANI SAtt S AND SERVICt,S t LP 2O?0 Authority f or Advoncc RulingT,

Mocjhyo Prodcsh

b) M/S. PLATINUM MCTO CCRP LtP 2019 - Appellotc Authorily for Advcrnce

Ruling, lloryono

c) M/s BMW INDIA t']vl. tTD. . ?022 (3) lM'48/. Appellote Authority for

Advonce Ruling;, lloryoncr

Thus we note thot in thc mottcr of cllowing the ITC on demo cor divergcnt view

given by AAR outhorities ocross the country.

Secondly, the opplicont further cloims thot cven if thc cjemo cor ore used for

tronsportotion of persons, they gel covered under exceptions cs ccrvecl oul in
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Section l/(5)(o) which occording to ii provides thcrt ITC sholl be ollowed in cose
thcre is furlher supply of such motor vehicles.

['rom the rooding of cxpression scclion 17(5), "Notwi/hs/csndrng csnything c:onlctinecl
in sub-sec lion (l ) of sec/ion l6 and sub sec/io n (l ) of sec/ion I B, inpuf tox credtl shol
not be avotlcsble in rcspcc/ of thc f ollowingl" it is clcclr th<:1 unloss thc concjitions loicj
in the'-'section l/(5)(o) clre fulfilled the ITC on motor cor connot be cloimed.
.l'hercfore, 

lhe queslion before the oulhority is thclt whether demo cor solcj ofter
ccrtoin 5>eriod omounis lo "furtirc.r supply,'?

The business modcl of thc opplicont delineotes thot lhe <iemo vehiclcs ore initiclliy
kept by thc oppliccrnt for o certoin period of iime os moncloted by the cor
monufocturing <--ompony for providing tesl drive focility to the prospective buyers.
Ihe opplicont, crft<>'roceig>t of the cjemo vehicles, ccrpitolizes tho some in his books
of oc--counts in lieu cf booking the s<rme os stock-in lrode. "Cctpitol goo<Js,,in ierms
of cloLrse (19) of section 2 of the GST Act meons "goocJs, thc volue of which is

copilolisecj in tho brtoks of occounls of thc person cloiming the input tox credii <;nd

which crre tlscci or inlcnde:d 1o be used in thc coursc or furlheroncc of business".

Howcver, it is impolicrnt nole thcrt more copiiolisotron of ossr:t does not rencier ii
incligible for ITC-.

ln our opinion tire oxprcssion 'furtire;r supply of such motor vehiclc' in seclion I i (5)(o)

indicotes ihot ITC shol be ovoiicrblc in respect of motor vehicles uscd for moking
further supply of such vehicles or lronsporlotion of posseng)ers or imporling troining
on clriving such mc,tor vehicles. Ihe subsequent sole of de:nro cor ofter onc/iwo
yeors on which cle:preciotion is chorged ond solcj for owcr plce thon it wos
procured connot b,: lermcd os further supply. Cerrcrolly, such sole of ccrpito osset

is sole of used/second hond goods. I'hus, wc find ihot de mo cor cctpilo isccj in books

is moirrtoirrc,'d by thc opplicclnl for furtheronc<> of ktusiness (io be uscd in business)

ond not for furlhcr supply. Gerrerolly, in occounting if goods <rre to furiher supplicci

they need to be occounted os stock. ihereforc, by copitcllising the demo cor the
oppliccrnt cloosn't sotisfy thc exccption givon under I /(5)(o)(n).

ln view of obovc findlng ond discussion we finci thol lhe dcmo molor vehicles used

for dcmo/ test drivcs ore not covered under the exccptions me ntioncd in clouse (A),

(B) ond (C) to section t/(5)(o).
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RULING

ADVANCT RUt INO UNDt'R SI'CTION 98 Ot ll{T CCST/ GGSI ACl, 20)7 .

The rulrng so soughl by the oppliconl is occordingly onswere(j os undcr:

Ihe Applicont is NOT entillcd to ovoil thc Input Iox Credit chorgeci on rnword sup>ply

of rnotor vchicle whrch crrc used for demonstrotion pl,rpose in lhe course of k>uslness

of supply of motor vehicle os inpul tox credit on copitol goods. As by copitcrlising the

motor cor rt is trcoted os osscl for use in thc busrness ond therefore such motor cor

connot be sord to held for further supply.

,i

(Bosont Kr.rmor)
Member

Dote>d: , ,, lO4l?0?3
f)loce: Ponoji - Goo

To,

Soi Service [-'rivcrlc Limited,
36/1, Alto Porvorim,
Bordez (,oo, 4035?1 .,

i
,, 1.>i i,.:h-i

(5ol1o 5. Gadgtl)
Member

Copy to:

l. The Stote Tox Officer, Mopuso Word, Mopuso-Coo.

2.Itc Dy. Cornnrissioner of Stote Tox, Mcrpuso Word, Mopuso.-Goo.

3. The Commissioner of Stote GST, Ponoji Goo.

4. The Commissioner 01' (-cntrol GSl, Pcrrrot:gry-,, 
l

5. Office file. , . .

6. Guord file. ,L\' 
"-\ 

--
,"-//
teH

.t/ -:
I .i, 

:

l,.ra' ., -a r" ' . ., . ::..J..,- . . :: -..i

Page 10 of 10


