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AUTHORITY F-OR ADVANCE RUI-INC _ MADHYA PITADESIT
Coods and Se n,ice Tax

O/o THE COMMISSIONER. COMM ERCIAL'tAx.
MOTI I}UNGALOW.

MAHATMA GANDIII MARC. INI)ORE (M.P.) -.152007
c-mail :arr(J nlpra\.mn.(o\'.in Phonc : 07.11- 2{-17315 far. no. : 07-11-25-16229

PIIOCEEDINCS OF'TIII] AIJl'IIOItITY FoII AI)VANCE ITI]I,INC
u/s.98 0F THE G(X)t)S ANt)st:RVt( t:sT^xAcl .20t7

Mcmhcrs I,r(srnt

L Shri Manoj Kumar ( houbc)
.loinl Commissioncr

Officc of thc Com missioncr of Conr mcrcia l I ar. Indorc l)ir ision-l

2. Shri Vircndra Kumrr Jain
Joint Commissioncr

Officc of the Commissioner CGSI' and Ccntral [:xcisc. Indorc

(iSl lN Number. lf ant/llsrr-id 2-1A A t [.'K I 8].t ta t 7. u

l\'lls Khnhrlni Salcs And Srrriccs l.l.P
I I2Il2. PAN DII'I}IIAWAN I PRASAI)
TIWAItI COI,ONYuard no. -12Namc !nd addrcss of the applicant

l'oinl on $hich adtrnce ruling sought

l)rcsent on bchrll of a licrnt

.lA BA l.Pt rl{ Nlndhtn Pradcsh({8201)l )

d, Adm issibilit\ of inpul
or docficd t() h{r'c

lar crcdit 0f tar paid
bern paid;

i,^., bz.e+<-k 41!^ll I . ..A,
Casc Numbcr ....Q2t2$21'l
0rdcr datcd

4.2020
Order Numhcr

PROCET]DINCS

(Under sub-section (4) of Scction 98 of Ccnl rnl Coods and Scrvice l'ax Act. 20 | 7
and the Madhya Pradesh Coods & Service Tax Act, 201 7)

l. M/s Khatr,,ani Salcs And Scrr iccs l.l.l)(h.rcinnlicr rctcrrcd lo as thc i\pplicirnl)ar.
aulhoriscd dcalcr ot KIA lor s.lc\ & scr\iec\ ol rchiclcs in .lahalpur. at ll)1,1.
PANI)ll llllAWANl PRASAI) ll\\',\ltl (OLONY sard no. tt.tahatpur t\taclhra
Pradcsh (482001). Ihc Applicanr is having a (;SI rcgislrirlion \ilh (jSll\

ATJFKt8llErZE.

t
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2. lhe provisions ol lhc CCSl Act and MPGSI Act are identical' excepl lbr ccnain

pro\ isions. lherelbrc. unlcss a specillc mention ol'tlre dissimilar provision is nrade' a

rclcrencc to thc CCS I Act woLlld also mcan a rclerence to the same provision under

thc MI)(ISl Acl. |urthcr. hencclbflh. Ibr lhe purposcs of this ndvance Rulin8 il

rclerencc lo such a sinrilar prolision undcr the CGSl or MP GSl Act uould be

nrcrltiorlcd s bcing !nder lhc (;S I Act.

BRtEt l'A("ls()!'lllll ( Aslt -
-1.1 lhc application has hcen lilcd Lr/s 97 ol MI'CSl Act 2017 and CCSI-Act

2017 ihcreinaticr rel'crred ro as thc SCSl Act and CGST Act) by the M/s

Khatuani Salcs and Scrvices l,l-l)
3.2 wc Khal\rani Salcs and Services t-l-t' CS I- No 23AAUf-Kl8l4lllZIi arc

authoriscd dealcrol'KlA li)rsalcs & scrviccsol'vchicles'

.1.3 We arc Iilling CS I Ad\ancc ruling sceking -Whether Input tax credit on thc

Nlotor vehicle purchascd lirr dcnro purposc can bc availed"'

.1..1 Appticant pur;hascs. the vehictcs Iiom the supplier againsl tax invoices alier

pajing rax and capitalizcs the dcmo vchicles in the books ofaccounts'

3.5 we ,r-e of the uicil rhat in accordancc with the submission The demo vehicles

uhich arc uscd in tllc course or lirtherance of business' may therefbre' be

cntitlcd li)r lnpr( I ar ( rcdil (l I C)

l. QtrES'l loN ItAlsl,ll) llutolttl'l llt'l ALrl lloRl'rY -
{.1 \\'hcthcr lrpu( ll\ crcdit on thc l)cmo vchiclc purchascd can hc availcd as thc

satrrc rrill hc capitalizcd in books.

5. DUPAI{'I MIIN'I Vlt'lw POIN'I - Ihc .loint Commissioner(l ech)' (lGS'l &
Ccnrral I:xcise Ilqrs. Jabalpur r irJc lcllcr |.No lV(l6)02/Misc Corres/ llq/JIIP/Tech/ 2020-
j iri!o: ar",f oq.trz.:020 submillcd the !ict\ that the inpul lax credit on the motor vchicle

pur.tror"tt tu, a"nl,, purposc can not bc a\ ailed as the sanlc is hit by barring provisions ol'

;lausc (a)ol suh-seclion (5) ol Scction l5 olthe CGS I Act' 2017'

6. I{licolil) Ol' PtIRSONAl, ltEAlllNG - Duc to Pandemic of COVID-19 vi(ual

hcaring $as conduclcd on rcqucsl ofshrcc Dccpak n srani' CA on behalfolthe Applicanl'

At lhe 1inlc ol hearinB hc rcitcralcd thc argunlcnts allachcd with the applicalion'

(r.l 'lhc opplicanr sr'rbrlitted lhal Scction l6(l)ol'lhc C(iS'f Acl 20l7 clcarly

statci that l,r'cr1 rcgistcrcd person shall be cnlillcd to lake credit ol input tax

chargcd on an) sippll ol goods or serrices or bolh uhich arc used or

inrcndcclio bc urscrl in thc aoursc or lirlherancc ol his busincss'
(r.l lt uas also argucd thar the pro\isions ol section 2(19) ol the CGST Act qlT

arc as lbllousl Capital Soods" nlcans goods. the value ofwhich is ' ll
capiialired in thc books ol.account ufthJpcrson claiming the input tax credit ' 

'*,/t 
'

arr,l ,rhich arc used or intcndcd to bc uscd in thc coursc or llrtherance ol'

husincss.
6.1 Applicanl also quolcd Section l7(5)(a) ollhc CCS.I Act 20l7 and

argued that Input tax credit will nol be available in respect ofmotor vehicles

and other conveYances excePt.-
(i) Whcrl such n;otor 

"chiclcs 
or othcr convcyances are supplied lurther' or

(ii) t-lscd lor traDsponalion ol passcnSers or
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(iii) Giving training on driving. ll),ing. na!,i8aling such \chjclcs or
conveyances or arc uscd lir lransportation ol.goods.

6 4. According ro rhe Apprica l considcrinS thc ubovc icirririu, in his siruarion : -.lhe 
l)emo velriclcs arc uscd t.or lirrrhcrincc ot.t,usinc.ss ;"; ;;., ;;; Ibr inrparringlraining aboul the lbarurcs of rhe car and rraininE on arir:inf.u.f, ,"f,i"fc. r,, rf.,"prospective buver & santc u,ould bc used lbr tcst irivc ,rf. rfr.,'.i,,.,iiu, lchiclc nn)dclwhich will generate taxable revcnuc & hclps in llnhcrancc ol.hrrincr.. ,1, sulccondirion. rbr dcrermining rhc crigihirirl uI ir( un ,rcm,, 

",".-i. iLr",r on Sccrionr7(5) or'((;s' Acl 20r7. r.r( sh.Lrld he aro*ccr "r'ii .,,ii.ii". lhc .rircriantentioncd in scclion l7(5)(l)(i) as dcno rchiclcs i. ,."1 
-tlr. 

iu.rl 
"rrn"" ut.

:,lffjl lf husinc,ss h.r incrcasing rhc .alc. ut. .i,rrilur rchiclcs. Sccrionl7(5Xa)(iii) As dcnro vchiclcs arc uscJ tb, inrp"ning rraining abo!,r ih.: l.caluros ol.thc car. training on driving such rchicles ro rhu -p,,,r^-"iir. irr". ond u."A fi,r.test drivc aftcr which sales can bc gcncrarcd c".it!. ,,fs *fr.:,, sotd in tinurc ,r.ill
. hc.:old rt rcduccd pricc.rlsosanrr\\iil g"n"r"r. r"r*r" ir r,"fii"g ,l ro incru.r.r.thc salc ot'other similar unils u hich n ilt tn(rcn\c tJ\ rc\cnu!'l-he capital goods whjch arc usc<l in thc cours! or tilflhcrancc ol. busjncss. isentitlcd lbr inpul lax crcdit. As thc impugncd p,,r"fru." ,riJ.:n,u 

"r,t- 
i..; in ,h" .uur."or.lurthcmncc ol husinLsi.3Inlrcunl \houl(l h..:lidihlc ti,r,npur r,tr .red,r.

l.i rne /\ppltctnt Ilt \Llpnofl ot'ltir JrSuntct)t ..riJ thlr - rccc tl\ tl\ JJrrt\.(rutrngs \\erc pronounccd shich endorscs lhc'ic!\ lhal I,l_(i is alloircd on capitalgoods bcing demo cars : -
1. A. M. Molors (2018)lAAR, Kerata)
2 . Chowgute tndustr;es (p.) Ltd. (2019) (AAR, Goa)3. Chowgule lndustries private Limited (cST AAR Maharashtra)6.6 l-he Applicant also garc tirllorring dccllrirtion - ,:,

a) -lhar 
we havc purchascd rhc \dri;rc against ra\ in\1ricc $hich arc rcflccring inhooks oIuccounrs as capiril rsrrlr. unJrr hul<j I)cnro ( ,rr"ht lhese Dcnto Vchiclcr lrc uscd lirr proriding.lrial Run kr customcrs lounderstand thc leatures of vehiclc amid csscnlial par, ni: nlo,[",;,.,g A'rulcs promolionto facilitate suppl). of cars.

c) Uvery modcl of cars
usually rcplaced every l\\,o
whichever is earlier.

arc uscd lbr dcnronslraljon lor a limitcd pcriod that
)cars or ,10000 kms or uplo conlinuation ol. ntodcl

d) . 
'lhe aclivirv docs nol conte undcr (hc ncgali\c claLrsc. as alicr lhc lirtritcdpcriod ol usc ol'dcmo car. lhe vchiclc, lrc sold lt wl)V.e) lhal the manncr ol'utilization rrt ll( is proriLlcd .rs pcr thu p()\jsions ol_secrion 49 ol'rhc CCs'r' n ct. scclion r I ()r rtrc ( (]s Li;., ;""i; ,,1;l; 

"','^i]"i,,,,, ",crcdir in,spr:eirl,circUnr\rJIcus. \\pirScili,,rr lXir,,,rj lltL tt,Sf f.,'rri,",,,f,.r.',.\rpnr\ or 
'iinrtrr Fr,od:. on \\hi(h Ir(' has hccn tarcn. ls in rrrc suhjcct cusc lhcn lhcaprlilunl shall,pa) an anrounl cquar ro lhe r'( takcn on rhc saicr l)cnro rchicrc

I:-1.1:.1 
n, strth pcrr:rnr,rgr frrrinrs rrs rnar hc prcscrihcd,,, rt,.i i,*-,,n ,f,"'ir,,,,r".,i,,,

\ rrur' nt \ll(.tt I )(nt,, r cll ic Ic . rr lrirlrcr cI i. hr!hcr..li lhct our tirnr uill n,,t (h )r LiLr
Assels. 

q\prccatton on la\ col)lponenl on thc (,!pittli;/cd

B) I'hat our firm will pa1, thc laxes as applicable at thc lintc ol.salc,,.

7. DISCUSSIONS AND FINDIN(;S

7.1 We havc carc,ill) considercd thc subntissions nradc

I
hy thc applicanr.
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7.2 1hc Applicant is an authorizcd dcalcr oI KIA for salcs & serlices oftheir motor

rchiclcs. Applicant purchascs denlo rchicles liom the supplier against tax in\oiccs

allcr pa)ing la\. and capitalizes lhc said dento vehiclcs in his books ofaccounts.

According ro the Applicant. Demo Vchicles are used lbr l'u(herance ol business and

arc uscd lbr imparting trainin8 about the l'tatures of thc vehicle and training on

drit ing such lehiclcs to thc prospeclive buycr. and thc same are used tbr test drive ol'

the similar vchiclc modcl which \ ill gcnerale taxable rer'enue and hclp the applicant

in llnhcrancc ol thcir busincss.

lhe Applicnrt submillcd lhll crerl nrodcl ol lhc car is used lor dcnlonslration lor a

linrited pcriod and is usualll rcplaced c\cr) l\\o )cars or 40000 kn'ls or up lo
(olrlllruirlrorl,,1 rlr,,J(1. \!hi.ltc\,ir l. (rrliLr.

It is also submittcd llral the rchiclcs used lbr demo purpose are sold in subsequent

)car ar WDV. lhc Applicant also submittcd thal they uill abide with the provisions ol'

Scclion l8(6) ol'(lS I Acl ul lhc tinrc ol'salc oflhe l)emo Vehicle.

lhc Applicant declared lhal the) will not claim depreciation on lax conrponent ofthe

capitalized I)cmo Vehicles.

7..1 trrl)nr the subnrissions nradc b1 thc applicalll. \\c observe thal the Applicant has relied

upon lhc pr()\isions ol Scc. I7(5)ll) $hich \\crc in l'act applicablc J'rior t,,

Anrerldnrenl Acl. 20I li.

Norr rr.c.ll 1.2.19 thc pror isions t)l'Sec. l7(5)rcadsasunder:

''(5)Nol$ithslanding anylhing conlained in sub-seclion (l) ofSec. l6 and sub-section

(I) ol Scc. 18. input tax credit shall not be available in respect olthe lbllouing.

namcly:

(a) nlolor vehicles Ibr transpoflalion of pcrsons having approved seating capucitl

ol nol nlorc than thirtecn pcrsons (including the driver). cxccpt $hen they arc used lbr

nraling thc lbllouing tarablc supplies. nanrely : r

(A) lurthcr suppl) ol'such nlotor \'ehiclesl or
(l]) Iransportaliono,'passengcrs;or
(( ) imparting training on dri\inB sLrch molor \chicles"

\\'c do apprcciatc thul !s tl Llcrlcr in ntotor rchiclc. thc applicanr is requircd kr halc

dcnro rchiclcs li)r p()\iding llill run to cr.tslttnrcrs and lo cnahlc thcnl ltr undcrslalld

thc ltalurcs ol lhc \chicle. lhus. the l)cmo Vehicles are cssential tbr promoting the

salc ol'nrotor vehiclcs. Ilul. thal is not rclcvnnt lbr deciding etigibility of lnput tax

rrcrlit on l)cnro rchiclcs.



l-he prorisions of sec. I7(5) src c\ccplion ro scc. r6. -r.rris 
is 

'cr1, 
crcar rionr lhcinilial nari ol Sec. t7(5) rrhich sols .,Nol\! ilhsland ing anrlhing containcd in sub-section ( l) ol Sec. 16...... '

Iherelbrc. tor dcciding lhc 0ligihilil) ol. lnpul ra\
provisions ol'Sccrion I7(5Xr) ol.(iSt Acr. l0l7
applicant lronr taking lnput lax crcdit. e\ccpt in lhc
(A). (B) and (C).

A reading of Scction l7(5)(a) indicatcs thal lnpur rax credir
respcct of motor vehicles rvhich arc I'urthcr suppliecl as such.
transportatiorr ol'passenScrs. or uhich arc uscd lbr inparting
such vchicles.
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uscd Ior l)cnro and lrial lo
(,\). i.r, trrr lir11hcr suppl]
ol passcngcrs: or in (,lausc

crcdil on l)entl) Vchjclcs. rho
arc rclcranl thich dchars rhc
silualions dcscrihcd in (.lausc

shall hc availablc in
or uhich arc uscd lirr
lraiIring on clrir inq ol'

By subsequenl sale of Demo Vchiclc allcr one or t\\o !car. jl can not bc saidl)cnlo.Vchicle is fbr flrthcr supplr. l.hc salc in thc suhscqucntr'*r. 
"l I)";,,;,,n !!hi(h Jcfrc!r.lli,,n lt:r. hcerr Lltrrrg.,l i, t,, h. ltr.1(.1 r.,, .r1.,,t ,^;

FanU \(tltcl(. inJ not rJl(,,1'.1 nL.\r \clti.l..

thal lhc

rchiclc

We llnd thal rhe Dcnlo vchiclcs
covered in the c\ccplion ('lausc
Clause (B) i..,. ibr transportalil)n
training lbr driving.

thc cLtslontcrs arc nol
ol' sLrch rchiclc: or. in
(( ) l.c Ior impurling

I lence though thc Demo
then lhey are nor eligiblc
ofcst Acr.

vchicles arc lbr lirrtherancc ol.busincss ol.lhe applicanl. c\cn
li)r lnpul la\ crcdil iD vic$ ol.pro!isionsol.scclion l7(5)(a)

7.{ Tirc ,ffnlicant has submitrcd rhal rhc llrnr rrill nor claim <Jcprcciarion on thc la\
illnlL,ll:t,l"r" Ve'hic'tcs uhich arc capirrtizcrt in tt," r,uut, ur.,,..,,urrs. \\.c t.inrl

I,

that nor chargi,g d.prcciarior) on lhc rr\ ,,,,,.",,;".; ,...."-l:"1:ll l" -' '"
provisions ol the (iSl.Acl. Ilut. ,hr,.l" "'t 

conrpon'nt is .,s p.r olhcr rele\flnt

sec, on,r 7(5 xa) or. (;r, ;., ;*;;;;ll Ii] :Hl :],;l:l.:;:lllli J,ill ];f 
,il:l

lJ\ ur(dtl on l)cnro Vehiclr.. us rhc urnc ,... ,.,, ,_,...., ;. ..... .,.':, '' "
siven crause (A). (B) 

";ia;;; ;;". ;r;:li:)arc 
nor co'crcd h)' an) or'thc c\ccptions

Wc also find lhal tlre cliEihjlit\ tbr innul:\ lax (rcdir on l)unto
oecrJcd on lhc hi].is o,'lhr,ir cJpitili\ction. or nJ\rn(nl .,t (;S I Jr
in the subscquent ycar.

7.5 Thus. \\c lind thal therc is clcar prorision in law lbr acjnrissibilil), ol.lnput tax crcdilon molor vehicles jn an,- ol.thc lhrce condilions prcscrihcd in.trur" t,li. flfiun,t t<.fofSection l7(5)(a)ol'CS.l Acl. As thc applicanr.s ft"rrr" ,"1 i"i".A,,'n,,, .un,pt, rr.,of thc said conditions. lhcrcli)rc. lhc rpplicant is not cligihlc ti,r, t,,pur t^ .r",l,r ,,n

ry Vchiclcs can nol bc
lhc tintc ol'lhcir sil l!,

*



Ii. RUl,ING

ll.l ( onsrr.lcring thc Argunlcnls rnd subnlissions nlade by the Applicant in respecl ofthc
'"' 

^,,,.,i.. .,i1.*t bet'orc rhis ur.rrlrorirl.. ir is rulcd rlrat rhe Applicanr is nol eligiblc tbr

il"ii'i,t'i:":iri., ij",,t,,.ii,i.r.' nr,ql,,'cJ li'r luflhcrancr o' busines5 in \iL'u ('l'

i]fliil;,,i.i;;lll, .i",." *i.,r'"r'-'""ion {sror'secrion I? or cs I Acr' 2017 cs

thcv are not corercd by an) ot lhu exccplions given in clause (A)' (B) or (C) ol Sec

l7(5Xa).

ll.2 lhc ruling is valid subjcct to the pro\isions under Section 103(2) until and unless

rjeclared rioid under Scclion I 0'1( I ) o1'lhc (;S I Act'

(vir"Krn,u..tuir)
(Member)

(Manoj kYar (:trouuet )

(N'lcmbcr)
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l)cnro \chiclcs in \ic!r ol pro\isions ol Scclion

lact thirl lhc l)cnlo Vchiclcs arc uscLl b) thc

btrsitress.

l7(5Xa) ol CS I Acl in spilc ol thc

applicant li)r Iirflhcrallcc ol thcir

E,(cisc, BhoPal Zonc,

copl ro:- rVo. ozlu z-a I A'A'A I f-28 12 2'
l. ApplicaDt
Z. 't irc f rincipat Chief Contmissione r, CCS'I& Central

Bhopa I

.J. 'l'hc Conr missioner(SCST) lndorc

,1. Thc Commissioner, CCST& Central Excise' lndore

5. 'l hc Conccrncd Olficcr
6. 'l'hc Jurisdiclional Officer - St{tc/Ccnlral

;

TO'ME,

M


