
AUTHORITY FOR ADVANCE RULING, TAMIL NADU

NO.2O7, 2ND FLOOR, PAPJM BUILDING, NO.1, GREAMS ROAD,
CHENNAI -600 006.

RULING UNDER SECTTON 98(4) OF THE CGST ACT, 2017 AND
UNDER SECTTON 98(4) OF THE TNGST ACT, 2OL7.

Members present:

Sri. Bzrlerl<rishna S, I.R.S.,
Additional Commissioner/Member (CGST),
Office of thc Commissioner of GST and
Central Excise, Audit II Commissionerate,
Chennai - 600 034.

Joint Commissioner/Member (SGST),
Authority for Advance Ruling,
Tamil Nadu,
Chennai - 600 006.

Advance Ruling N9, 291A!,{12024 Dated: O_C|.12.2O24

1. Ang appeal aqqinst this Aduartce l?uling order sLLall lie before the: 'l.amil Nadu State:

Appellate Authority for Aduance l?ulinrl, Chennai as under Sub-Sec:tiott (1) of S<:c:tiorr

100 of C'GS'1' Act / 7WGS7' Act 2017, utithin 3O days from the riale on the ruling souqlLl

lo br: appe.aleci i.s rnrn.rnunk:alerl.

2. In terms of Section 103(1) of tlrc Act, Aduance l?uling pronounced by the Authority

under Chapter XVII of the Act shall be binding onlg-

(a) on the applicctnt who had sought it in respect of anA matter referred to in sub-

se:cliort (2) of Section 97 for aduanc:e rulin-q.

(b) on the concerned ofJicer or the jurisdictional officer in respect of the applicant.

3. ln terms of Sr'-ction 103(2) of the Acl, this aduanc:r: rulingl shall be: bindingl unless the:

lcrtu, far:ts or circumstcutces supportinq tLrc: orir.lirtctl ctducuu:t: rulirtgl haue cLtctnglr:d.

4. Aduance l?uling r:blaineri bg the applicant bg frcrud or suppression of matedal fctc:ts

or misrepre,sentation of facts, shall render suchruling to be uoid ab initio in ctccordance

with Se-ction 104 of the Act.
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GSTIN Number, if any / User id

Legal Name of Applicant

Rcgistcrcd Addrcss / Addrcss
providcd while obtaining user id

Dctails of Application

.J uri sdicti on arl O fliccr

Conccrncd Olliccr

Naturc of activity(s) (proposed I
prcscnt) in rcspcct of which

t for
A I Category

l)cscription bricf)

33AAOCA1565H1ZP

M/s. A2Mac1 INDIA PRIVATE LIMITtrD

Building B-O2 B, ESR Orgadam Industrial and
Logistics Park, Varanavasi Village, Oragadam-
Walajabad Road, Walajabad Taluk, Varanavasi,
Kanch rarn - 6313604
GST ARA - 01 Application Si. No. 10112023/ARA,
datcd 10-l I -2023"

State: Oragadam Asscssmcnt Circlc
Z<>ne : Sripcrumpudur
Division : Kerncheepuram

Ccntcr: Chennai North Commissioneratc
Division: Nungambakkam, Range : Rangc

Service Providcr

vr Z .i[z la 
". 

t I l"a,rl piia,att r-liiii ic'a f tn 
"

Applicant')
autornobili:is cngagcd in providing coilatrorattivc

br:nchmarrking sr:rviccs, ditt;r rnanalgcmcnt onlinc:
platlorm to ti-rcir cllstornors.

Thc Applicant providcs acccss to Lhc kno-wlr-'dgc

databasc as subscriptior-r packagc by wny ol onlinc
plallorm to crtstomcrs whc-'rt-' thc dcttrilcd analysis
of ttrc soft',varr: conoopt ol structt,trc, proocss and
<:aLalyzt: globi-rl t.rcncfrmarking da1.a is madc
availablc. 'lhc subscribcr will gct 360 dcgrccs
vchicle insighls such as technology insights, cost
insights, pcrlormancc insights, markct insights,
suslainabiiity insights, softwarr: insights, sr-rpply

chain insighrs ctc. 'l'hc rovcnuc from 'Atrt<tmolivc:

bcnch marking subscription' is classi[icd undcr
SAC 998331-'Ilnginccring Advisory Scrviccs' (rt, 18%r.

'lhe clients o[ thc applicant compriscs of both OtrMs
(Original F)qrliprnent N{:rnufacturcrs) and OESs
(Original llqr-ripmcnt Supplicrs). For Lhc abovc
scrvi<:c, thc applicant purchasc cars in domcsli<:

markct, disasscmbles thcm and adds rescarch data
to thc corpus knowledgc databasc for providing
various insights to thc cLtstomcrs. Thc motor
vehiclcs bor-rght arc wholly and cxclusivcly uscd for
automotivc rcscarch purposcs carricd oul at Lhc

company's factory. Thosc vchicles are temporarily
registcred with the RTO. The cost of vehicles bought
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Issue/s on which

required

advancc

""a-" 
*a rri i"1u."oti"E G"akrmtkin g p.n.." " ro"

expensed out in the books. At the end of
specific/vehicle retention period, they are sold on
payment of applicable GST on such transactions.
The applicant wish to submit that thc issuc for
consideration is admissibility of input tzrx credit of
tzrx paid on purchase of vehicles/cars as the scrvicc
rendered using the vehicles/cars arc integral part of
the business model. The cost of purchase ol
vehicles are predominarnt to their business. Thc
appliczrnt seeks to clarify whcthcr thc input tax
credit on the purchase of vehicle/cars arc
claimable, in terms of Section 17(5)(a) of the Centrarl

Goods & Serviccs Tax Act, 2017.

wni:fi". i"pul tax credit can bc clzrimcd on th<:

purchase of motor vehicles in terms of exception
provided undcr Scction 17(5)(a) ol
Ccntral/Tzrmilnadu (ioods and Scrviccs 'l'ax

AcL,2O17.

Question(s) on which advance

ruling is required

Query 1: Whether input tex
on the purchasc of motor
exception provided under
Centrzrl/TamilNadu Goods
Act,2O77.

crcdit can bc claimcd
vehicles in tcrms ol
Scction 17(5)(a) of
and Scrviccs Tax

At the outset, we would like to make it clear that the provisions of both thc
Ccntral Goods and Services Tax Act and the Tamil Nadu Goods and Serviccs Tax Act
arc in parimateria and have the same provisions in like matters and differ from cach
other only on fcw spccific provisions. Thcrcfore, unless a mcntion is spccilically madc
to such dissimilzrr provisions, a rcfcrcncc to thc Ccntrarl ()oods trnd Scrvices Tax Act,
2017 would also mean a referencc to the sarnc provisions undcr the Tamil Nadu
Goods and Services Tax Act, 2OI7.

2. M/s A2Macl(India) Private Limited (hereinafter 'the Applicant') submittcd a
copy of challan CIN*HDFC23093300396513 dated 25-09-2023 cvidencing payrncnt ol
application fees of Rs. 5,000/ cach under sub-rule (1) of Rule 104 of CGST Rulcs
2017 and SGST Rules 2017. The online application form for advance ruling datcd 4tt.

Oct, 2023 was physically received on 15- 11-2023 as mandated under Rulc 1 07A.

3. STATEMENT OF RELVANT FACTS AS NARRATED BY THE APPLICANT:

under the Indian Companies Act with its registered office at Karrcheepurarn in the
State of Tamilnadu. The company has registered under the Goods and Service Tax
Act with GSTIN 33AAOCA1565HIZP.
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Thc Applir:ant is cngagcd in providing 'Collaborativc Automobilc Bcnchmarking
scrviccs'by data managcment onlinc platform to the customers as a subscription
packagc through an onlinc platform whcrc thc dctailcd analysis of softwarc conccpt
ol structurc, proccss and giobal bcnchmarking data is madc availablc.

From thc databasc, the subscribers of the Applicant will gct 360 dcgrccs vchiclc
insights such as technologz insights, cost insights, pcrformancc insights, markcl
insights, sustainability insights, s<lftware insights, supply chain insighLs ctc.

r Thc subscription to the company's knowledge database cnables thcir custr)mcrs Lo

. Bcnchmark and lcarn from most succcssful compctitors, thc bcst in class
vchiclc and thcir futurc innovations;

. Asscss and address thc fundamental chalienges of cost, pcrlormancc,
supply chain and sustainability impact;

. Acccss to advanccd comparison fcaturcs and rcporting tools that allow thcm
to sharc thcsc with uscrs across diffcrcnt dcpartmcnts, locations and
gcographies, and hclp in optimizing the dcsigns, giving thcm a compclilivc
cdgc.

'l'hc Applicant has statcd that thc rcvcnuc from 'Automotivc Bcnchmarking
Subscription' of thc company is classified undcr SAC of 998331 'Enginccri ng
Advisory Scrviccs' and thc applicant is discharging GST Qi, 18o/o on such incomc.

Thc clicnts ol thc applicant compriscs both OEMs (Original Equipmcnt
Manufacturcr) and OESs (Originai Equipmcnt Supplicr). Samplc invoicc copics
raiscd by thc Applicant to its customcrs towards Automotivc Bcnchrnarking
Subscription arc furnished.

For vchiclc bcnchmarking, thc Applicant purchascs brand ncw cars in thc
domcstic markct, disasscmbles them and adds research data to thc corpus
knowlcdgc databasc lor providing various insights to thc customcrs. Motor vchiclcs
bought tr_v Lhc Applicant arc wlrolly and cxclusivcly uscd for automotivc rcscarr:h
purposc carricd out aL thc applicant's factory. Flencc, thcsc vchiclcs arc
tcmporarily rcgistcrcd with RTO(Region:rl Trzmsport Officc). Copics of samplc
invoicc and undcrtaking providcd by the Applicant to thc vchiclc supplicr in
rclation to tcmporary rcgistration is furnished.

Thc applicant furnishcd a detailed proccss flow o[ thc activitics undcrtakcn by
thcm conncctcd to vchiclc d5,rramic bcnchmarking proccss with rcicvant imzrgcs.

The cost of the vehicle bought and uscd for automotive benchmarking process arc
cxpensed out in the books. Further, at the end of specific/vehicle retention pcriod,
thcy arc sold :rnd thc Applica.nt is of the view that it is arn activity of 'supply' in thc
course of its business ernd discharges applicable GST on such transactions.

Thc Applicant submits that the issuc for consideration is thc admissibility of Lhc
input tax credit of tax paid on the purchase of ncw vehicles/cars. As thc applicant
is providing tzrxablc scrvicc using vehiclcs/cars for rcscarch purposcs, thc
purchasc ol vchiclcs/cars arc intcgral part of thc busincss rnodcl. The cost ol
purchasc ol vchiclcs/cars are predominant to the busincss without it thc main
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revenue stream of the Applicant i"e, supply of services via platform subscription
would fail"

. Thc Applicant secks to clarify whcthcr the input tax crcdit on thc purchzrsc of
vchiclcs/cars are claimable, in tcrms of Scction 17(5)(a) ol thc Ccntral Goods &
Service Tax (CGST) Act, 2017. Applicant has furnished a statement containing
their interprctation of law in addition to the facts, in respect of the aforcsaid
qucstion.

4-._SW&IIS B-Y Tg EAPPLLC4N-T

. Undcr GST rcgimc, input tax crcdit is a ft;undational rncchanism providcd undi:r
thc Ccntral Goods and Services Tax Act, 2017 and similar Statc cnactmcnts likc
Tamil Nadu ()oods & Service Tax,2Ol7, for thc avoidancc of cascading cffect of tax.

/ Rcfcrring to 'input tax', Applicant stated that any supply of goods/scrviccs
uscd/intcndcd to bc uscd as an input during Lhc coursc of or in furthcrancc of
busincss, the input tax is thc crcdit or can bc rcduccd by thc taxablc pcrson
towards their outward liability. Input tzrx credit is csscntially the set-off of thc
amount of GST paid on purchases from the amount of GST to be paid on thc salcs.
At the timc of perying tax on output supplies, the output tzrx liability may bc
reduced by the input telx credit which is the amount of tax already paid. Thus, Lhc:

conccpt is to providc an unintcrruptcd inflow of crcdit art all stagcs of thc busincss
chain.

t The applicant quotcs Section 16 which deals with thc cligibility zrnd conditions lor
taking input tzrx credit. Sub-scction (1) cntitles a registcrcd pcrson to takc Il'C on
supply of inputs as wcll as capital goods with conditions and rcstrictions.

'/ 'lhc arpplictrnt quotcd Scction 16(2\ ol thc Act and statcd that thcy harvc lullillcd all
conclitions prcscribed for a rcgistcrcd pcrson for availing cligiblc ITC.

/ 'l'hc applicant also quotcd Scction 17(5)(a)(A) which providcs cxccptions to thc:

cxclusions resulting in cligibility of ITC in the prescnt casc for thc 'motor vchiclcs
lor transportation of persons' uscd for making 'further supply of such motor
vehiclcs'.

r 'lhcv havc submittcd that for thc Company's busincss, Lhc motor vchiclcs arc
indispcnsablc tools for carrying out Automotivc Rcscarch Study' which in turn
offcrcd for subscription to the customers. It is busincss requircmcnt to buy a latcst
launched and popular vehicles, the cost of which zrre expensed in the books as

input cost and after a specific/retention period the cars arc sold by paying thc
applicable taxcs/GST.

; Motor vchiclcs purcherscd arc only lor rcscarch purposcs and kcpt lor a spccili<;
pcriod ol timc bcforc sclling. As thc purchasc of motor vchiclr: and furthcr surpply
satisfies thc conditions laid down in Section 17(5)(a)(A) of thc Act and hcncc Lhc

applicant is eligiblc to avail input tax crcdit on purchascs ol motor vehiclcs which
can bc sct-off zrgainst output tzrx pelyzrblc under GST.

i Thc applicant submitted that the term 'furthcr supply'has not becn dcfincd in thc
GST Act and therefore one has to go by the definition of 'supply'which is the vcry
plinth of GST law" Thc term 'furthcr' prefixcd to 'supply' is mcrcly in the form of an
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advcrb and does not diffcrcntiatc it from 'supply' in any way. Thus, it makcs Lhc

arppiicant eligiblc lor availmcnt of input tax credit on motor vchicles for thc tax pelid
by thr:m whilc acquriring thc said vchiclc.

r 'l'irc irpplicant rclicd upon Lhc lindings ol AAR, Kcrala in the casc of M/s. A.M.
Molors, whcrcin, whilc analyzing thc issue that whether ITC on motor car
purchascd for dcmonstration purposc ol thc customcrs can bc availcd as crcclil
ated sct off against output tax payable undcr GST, thc AAR hcld that , 'qoods
uthich are used in the: course or furtherance of bustness, is entitled for tnput ktx
c:redit. As the: impugne:d purchase of demo car is in furtherance of business, the
applicant is eligible for input tax cre,dil'.

/ In thc casc of M/ s. Chouqule htdustries Pul. I-lcr, AAR Maharashtra hcld that dcmo
vchiclcs wcrc uscd for a specific pcriod and thcn sold aftcr paying the applicablc
taxcs on salc valuc at that time. Such sale amounted to making additional
supplies, and when no time limit is prcscribed in the GST Act, such salc would bc
cligiblc for input tax crcdit.

applicant is cntiticd to avail ITC on cars (passcngcr vchiclcs) which arc lurlhcr
sr-rpplicd to customr)rs on lcasc rcnt.

/ 'l'Lri: npplicant sr.rbmiltcr1 Lhat thc llon'blc Suprcmr: Oourt in thc r;asc of M/:;. I)ujctj
'lktrnp Lunited, Mumbai Vs. Cl'l'(1992) obscrvcd that whilc intcrpr-cting thc statutc,
provision granting incentivcs for promoting economic growth and devclopmcnt
should bc iibcraliy construcd. Rcstriction placcd on it by way of cxccption should
br: construed in a rcasonablc and purposivc manncr so as to advancc lhc objcctirr<:

<ll thc provision.

r From thc abovc, it is clear that mechanism of ITC undcr thc GST rcgimc is a noblc
approach to rcstrict thc cascading cffect of taxcs and cnablc the rcgistcrcd
taxpayer for cffcctive set-off of the ITC paid by them against thc outward tax
liability. The primzry critcria for such set-off of ITC against thc output tax liability
is that thc inputs must havc bccn acquired in the coursc of busincss or for Lhc
lu rlhcrancc ol busincss.

r F-inally, thc applicant stated that it rnay bc construcd that for the busincss modcl
of thc company, thc ITC on purchasc ol mot<lr vchiclc must be allowcd. As such,
thc supplics .rrc primnrily arssocialcd with a commcrcial erspcct of carning incornc
and not intcndcd for pcrsonal usc. Thcrcforc, spccilic rcstriction on availmcnt ol
ITC in tcrms of Scction 17(5)(a) ol thc GST is not applicablc.

5. COMMENTS OFFERED BY AC. ORGADAM CIRCLE

r Thc applicant has fik:d application regarding admissibility of ITC of tax paid or
dccmcd to havc been paid. Appellant is a service provider HSN (998331)-
Enginccring Advisory Scrviccs and Consulting Enginccr. Thcir busincss activity is
to purchase automobiles, makc dctailed study of the vehiclc, adding thcir
automotivc rcsearch. They share their knowledge to the customers rcgarding thc
automobile purchascd. Applicant has placed rcliance on Advancc Rulings from
various states in support of their contention. The said ruling are relatcd to
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purchasing of vehicles which are used as demo vehicles, vehicles used for
rental/ leasing purposes.

r In thc applicant's casc, thcy sharc thcir knowlcdgc acquircd by studying thc
automobilcs as scrvicc which is diffcrcnt lrom thc citations prcscntcd by thcm.

- Hcnce, ITC is not admissible for thc applicant and informcd that therc is no
procecdings pending bcfore thcm.

6. CQI4U_EIIIS QnEEBED Ey Aq, [4r1/r N4q4B DJyISronrLcHEI{NAI OEIER' CGST

- Rcproducing thc relevant portion of Section 17(5) of thc CGST AcL, 2077, thr:
jurisdictional officer stated that the applicant is not eligible to avail ITC on purchasc
of motor vehicle, since they are not engaged in samc line of business. The applicant
is cngagcd in providing collaborative bench marking scrvice by data managcmcnt
onlinc platform to thc customcrs (subscribers) . Thc naturc of busincss ol thc
applicant is classified undcr SAC codc 998331 as 'Engincering Advisory Scrviccs'
which shaill not be construed as samc line of busincss.

i Ttrc applicant's rcference to a decision of AAR mentioned in thc application is not
rclevant as all the three namely, M/s. A.M. Motors, M/s. Chowgulc Industrics (P)

Ltd and M/s. Narsingh Transport wcrc cngagcd in thc samc linc ol busincss anrl
hcncc cligiblc lor ITC.

r Howcvcr, in thc instant casc, thc applicant is not cligiblc as thcy arc cngagcd in
'bcnch marking servicc'.

r Furthcr, the applicamt is falling undcr Statc jurisdiction and hcncc thc qucsti<ln ol
pcnding and decidcd procccdings on the subject issuc in rcspcct ol thc appliczint
docs not :rrisc.

7. fEBSQNAT TTEABING

Pcrsonal hcaring was hcld on 25-09-2024. Shri. Prabhat BK, Chartercd
Accountant, Partncr in M/s. Roy Vargcsc & Associatcs and Authoriscd Rcprcsentativc
(AR) attendcd the hcaring. AR rcitcrated the submissions madc by thcm in thc f:rcts ol
thc casc and submittcd the mcrits of the issue. During thc pcrsonal hcaring, AR
cxplaincd the busincss opcrations. On the merits, AR statcd thc cxccption to thc
cxclusion providcd undcr Scction 17(5)(a) of thc Act. Flcncc claimcd that thcy arc
cligiblc lor thc availmcnt oi ITC on the cars purchascd by thcm for providing thi:
La.x:rblc output scrvicc. Altcrnativcly, AR clerimcd that thc motor vchiclc purchascd arnd

uscd by thcm is not uscd for Lransportation of pcrsons zrnd hcncc would not ierll within
thc scopc of Scction l7(5) ol thc Act. Hcncc thcy arc to bc considcrcd as'Plant and
Machincry'on which thcy arc cligibie to claim ITC on its purchasc.

8. DISCUSSION AND FINDINGS
8.1. The applicant is rendering Automobile Bcnchmarking scrviccs through data
managcmcnt onlinc platform to thcir customcrs by providing acccss to thc knowlcdgr:
databasc by way of 'subscription package', whcrc thc dctailcd analysis of soltwarc
conccpts of struclure, proccss and global benchmarking data is made available. For
providing thc servicc, they makc outright purchase of motor vehiclcs (mostly cars) in
domcstic market, disassembles them and adds research data to thc corpus knowledgc
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databasc with various insights to thc customers. The motor vehiclcs bought arc
'tcmporarily rcgistcrc:d'with the RTO and uscd wholly and exclusivcly for automotivc
rcscarch purposcs, carricd out in thcir own factory. The cost of vchiclcs bought and
uscd for automotivc bcnchmarking proccss arc expcnsed in thcir books. At thc cnd ol
rctcntion pcriod (mostly 14 to 20 months) , thcsc cars arc asscmblcd again and so.ld to
sccondary markct on paymcnt of applicable GST on the transaction valuc.

A.2. With the above facts of the case, the applicant has filed zrn Advance ruling
application sccking ruling on thc following qucry.

Query 7 Whether input tax credit can be claimed on the purchase of motor uehicles in
terms of exception prouided under Section 17(5)(a) of Central/Tamilnadu Goods arud

Seruices Act, 2017.

9.1 Input Tax Credit (lTC) on inputs and input services is a facility provided by thc
(iovcrnmcnt to avoid cascading effect of tax on tax. Chaptcr-V of the CGST/TNGST
Act, 2017 deals with the 'Input Tax Credit' where the conditions, eligibility,
apportionment, reversal and ineligibility were provided with explanations. Hencc
purchases made for business purposes plays a crucial role in reducing the overall tax
burden. Section 16 of thc Act, stipulates the cligibility and conditions for taking thc
input tax crcdit. Scction 17 and its provisions dcals with thc apportionrncnt of crcdits
and blocked credits. Scction 17(5) oi thc Ccntral Goods and Scrviccs Terx (CGST) Act,
2017, rcstricts ITC on ccrtain supplics rcceived by a registcrcd tzrxpayer. Onc such
rcstriction is on motor vehicles used for the 'trernsportation of persons'.

9.2. As a gcncral rulc, Input Tax Credit is not availablc on motor vchiclcs with an
approvcd scating caparcity of lcss than or cqual to 13 pcrsons (inciuding thc drivcr).
'lhis cncompasscs most cars commonly used for business travcl. Thcrc are exccptions
to thc general rule, :rllowing ITC to be claimed on specific categories of motor vehicles.
However, specific restrictions apply to claiming ITC on motor vehicles. The eligibility of
ITC on motor vehicles is provided with a particular focus on exceptions for motor
vchicles not exceeding 13 pcrsons (excluding driver) of seating capacity. To
understand thc intcntion of the Government zrnd to decide the eligibility of input tzrx
crcdit on 'motor vehicles for transportation of persons', the definition of Motor Vchiclc
and the provisions of Section 17(5) of the CGST Act, 20 17 is required to be studied.

9.3. The relevant extract of Section 17(5) of the Act, to the present query sought by
thc applicant is rcproduced below.

Section 77. Apportionment of credit and blocked credits.-
(l) Where the goods or seruices or both are used by the regtstered person partly for
the purpose of any business and partly for other purposes, .

(2) Where lhe goods or seruices or both are used by the registered person partly for
elfecting laxable supplies including zero rated supplies under this Acl or under the
lntegrated Goods and Seruices 'l'ax Act and partly for effecting exempt supplies
under the said Acts, ....
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(3) 'I'he ualue of exempt supply under sub-section (2) shall be such as mdA
be prescibed, and shall include supplies on uhich the recipie-nt is liable to pda lax
on reuerse charge basis,.

1 [Explanation.- Iror the purposes of this sub-section, the expression "ualue of exempl
supply" shall not include the ualue of actiuities or transactions specified in Schedule
!!1, a [except,
(i) lhe ualue of acttuitie-s . ..... ; and
(it) lhe ualue of such ctctiuities or transaclions ... I

Provided that the option once exercised shall not be withdrawn:
Prouided furTher that the reslriction of f1flA per cent shall not opplA.

(5) Notwithstanding angthing contqined in sub-section (1) of section 76 and
sub-section (7) oJ section 78, input tax credit shall not be auailable in
respect oJ the follouting, namelg:-

2[(a) motor aehicles for transporta,tion oJ persons hoving approaed seating
capacity oJ not more thqn thlrtcen persons (including the driaer), except
when theU are usedfor making the following taxable supplies, nqmelg:-
(4 further supplg of such motor aehicles: or
(B) transporto,tion of passengers; or
(C) imparting training on driving such motor aehicles;l
(aa) uessels and aircraft except uhen they are used-

9.3 ;;;thcr, the definition of 'Motor Vehicle' is provid.cd undcr Section 21761, <tf

CGST/TNGST Act, 2077 , whcrein,

'Motor uehicle' shall haue the same meaning as assigned to it in clause (28|of Section 2
of the Motor Vehicles Act, 1988(59 of 1988);

As pcr the definition contained in clause (28) of Scction 2 ol thc Motor Vchiclcs
Act, 1988,

"motor uehicle or uehicle means anA mechanically propelled uehicle adapted for use
upon roads uhether the power of propuLsion is transmitted tLrcreto from an external or
internal source and includes a chassis to which a body has not been attached and a
trailer; but does not include a uehicle running upon fixed rails or a uehicle of a special
lgpe adapted for use only in a factory or in any other enclosed premises or a uehicle
hauing less than four wheels fitted with engine capacity of not exceeding [twenty-fiue
cubic centimeters I;""

10. As per the above definition 'motor vehicle'is a term which includes zrll type of
vehicles which are moved or propelled mechanically for use on roads. However,
Section 17(5)(a) speaks only about 'motor vehicle for transportation of persons'having
approved seating capacity of not more than thirteen persons (including drivcr). Thc
emphasis givcn to this typc of vehicle in the above clausc is to provide cxccption only
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to cars, SUVs and similar othcr typcs of motor vc.'hiclcs intendcd for transport.ation ol
pcrsons (not morc than 13 persons) and not to thc other type ol motor vchiclcs,
namely Auto rickshaw, trucks, trailers etc. Thc spccification of motor vehicle given in
thc clausc is only to idcntify a particular motor vchiclc from othcr catcgories o[ motor
vchiclcs to providc an cxccption to that specific category which is intended lor that
purposc, i.c lor transportation of passengers. So, thc law spccifically mentions that
such motor vchiclc should bc used only for thc intcndcd purposc and c'xccptions arr:

available only to the threc activities done using the specificd motor vehicle. Thosc
threc sub-clauscs where the law provides availability of input tax credit is discusscC
hcrcundcr.

11. Thc lirst one at sub-clausc (A) is for "further supply of such motor vchiclcs'. Thc
CBIC had issucd a clarification in respcct of admissibility of Input Tax Crcdit on
'dcmo-vehicles'in terms of in its Circular No. 231/2512O24-GST dated l01h Scp, 2024
'l'hc r:larifi<;alion r;lcarly distinguishcd that thc tcrm "furthcr supply ol such motor
vchiclcs" is applicablr: to a pcrson cngagcd in busincss as an authoriscd dcalcr ol a

manufarcturcr ol motor vchiclcs who sclls thc motor vchiclcs aftcr purchasing from
manufacturcrs or any pcrson acting as an agcnt to the manufacturcr without buying
it. Thus, thc Board clarified that the Input Tax Crcdit on thc purchase of dcmo-
vchiclcs by a dcalcr is vcry much availablc as it is falling within thc scopc of 'furthcr
sr.rpply o[ such rnotor vchiclcs'. Thc intcntion ol thc (]ovcrnmcnt to spccilically inciudc
Lhis supply of scrvicc implics that the input tax crcdit shall not bc arvailablc to othcr
motor vchiclcs not uscd lor thc intcndcd purposc. Thc cxciusion from input tax crr:dit
availmcnt is givcn to all othcr motor vehicle even if it is uscd for any activity rclating ro
busincss. Any other outward supplies using the motor vchicle for transportation of
pcrsons (having approvcd scating capacity of not more than 13 persons) arc not
cligiblc to r;laim input tax crcdit on such motor vchiclc.

12. By providing an cxception to thc cxclusion for availability of Input Tax Crcdit,
thc law is vcry clcar and spccific that cxcept for thc cxccptions provided as sub-clausc
(A), (B) and (C), thc input tax credit on thc purchasc of vchiclcs irrcspcctivc ol anv
kind ol outward supplics shall not bc cligiblc. Hcncc, it is clcar that lor a motor vchick:
spccificd in l7(5)(a) ol thc Act, cvcn if it is uscd lor supplying goods or scrviccs is nol
cligiblc for availmcnt of input tax credit, irrespective of whcther or not it is used in
providing taxablc outward supply.

13. Thc normal practice and understanding is that a motor vehiclc, in the naturc of
carrs or SUVs arc normally intcndcd to be uscd for 'tralsp<lrtation of pcrsons', il it is
lor pcrsonal or official usc. Thc sccond one at sub-clausc (B) is lor 'tralsportation ol
passcngers'. As pcr thc delinition contained in Oxford Dictionary, lpaqqqTrgcr", is a
pcrson who is travclling in a car. bus. train. planc or ship and who is not driving it or
working on it.'l As per Websters dictionary, "passcnqer" is a "walzfarer" or "a travelcr in
a public or privatc conveyancc". From the definition, it can be construed that thc
motor vchiclc used as a 'passcngcr transportation vchiclc' is normally uscd by any
taxpaycr cngagcd in thc linc of busincss of 'Rcnt-a-cab' or Tour-opcrator' servicc. Only
such tzrxpaycrs arc cligiblc for claiming input tax crcdit on thc motor vchiclr:s
purchascd :rnd uscd for thc intcndcd purposc.
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14. The third sub-clause (C) "imparting training on driving such motor vehicles" is
clearly applicable only to driving schools which are providing training on driving of zrll

categories of motor vehicles" using the vehicles purchased by them.

15. The applicant is seeking to claim the input tax credit on the ground that the
motor vehicles used by them for making exhaustive analysis elre after a specific
rctention period is sold zrnd the applicerrt is of thc view thzrt it is an activity of 'supply'
in thc course or furtherance of business and dischargcs applicablc GST on such
transaction. The applicernt has not classified the motor vchiclcs as capital goods in
their books of accounts and hence the provisions relating to 'capital goods' shall not
apply to the instant case with regard to input tax credit availment or reversal. In their
submission at Exhibit-B, in para-l, they have submitted that at the end of usagc or
rctention period, thc vehicles are scrapped zrnd the proceeds therefrom identified as
income trnd applicable GST thereon discharged. Though they have informed thal
appropriate GST has been paid while clearing the motor vehicles after a retention
period, they have not disclosed how the transaction varlue is errivcd lor dischzrrging
the tax-

16. During the personal hearing, the authorized representativc have submitted that
motor vehicle after the retention period are assembled again and sold to secondary
market on applicable GST. Accordingly, if it is construed that the motor vehicle is sold
as an 'old & used motor vehicle' undcr 'sccond sa-les;, any person who is supplying
such goods can claim the facility ol thc Notification No. 08/201S-CT(Ratc) datcd 25,t,

Jan,2O1 8, wherein thc ratc of tarx has becn prcscribcd lor various catcgorics of moLor
vchicles which are 'old errd uscd motor vchiclc'. However, this facility is not avaiiablc ii
the supplier has availed input terx credit as defined in clause (63) of Section 2 ol thc
Act. Further, in Chapter-IV of 'Determination of verlue of supply', Rulc 32(5) of thc
CGST Rules, 2017 prescribes valuation to be adopted for supply of sccond hand
goods, i.e uscd goods as such or aftcr such minor processing which does not changc
thc nature of the goods and where no input tax credit has been availed on the
purchase of such goods, the value of supply shall be the difference betwecn thc
sclling price ald the purchase price and where the value of supply is negative, it shall
bc ignored. Though they have informed that appropriate GST has been paid whilc
clearing the motor vehicles after a retention period, they have not discloscd how thc
tra.nsaction value is arrived for discheirging the tax. 'Uscd car' becomes an 'old car'
after use, can bc sold only as second hand seiles. Hencc, thc input terx crcdit is not
arvailablc to the applicant who clears the motor vehicles after use.

17. On perusal of thc szrmplc invoices rclating to supply of motor vchiclcs aftcr
rctcntion pcriod, it is scen that thc applicant is not classifying the product aftcr usc as
'uscd or old motor vchicles'but are supplying it as scrap of 'Automobilc part' paying
GST (, 18% (CGST-goh and SGST-9%). As the applicant is suppiying thc goods as
'Scrap', the activity will not fall within the scope of 'further supply of such motor
frphlslqp'. Accordingly, the applicant cannot claim the exception and hencc are not
eligible to tzrl<e ITC on the motor vehicles purchased by them.

Page 11 of 13



18. Thc applicant, in thcir submission has citcd two Advancc ruling cascs namcly,
M/s. A.M. Motors and M/s. Cjowgule Industries Pvt. Ltd with rcgard to cligibilirv ol
input tarx crcdit on dcmo vchiclcs. On the very same issuc, the Board has clarificd vidc
Circular No. Circular No. 231/25/2O24-GST datcd 1Ott, Scp, 2024 that thr: natur<: of
;.rr:livity ol thr: taxpavcrs who uscd dr:mo vchiclcs, il was clarilicd that thosc vchiclcs
ar-<' bcing usr:d by lhc authorizcd dcalc.'r only to providc trial run and to dcmonslratr:
lcaturcs of Lhc vchiclc to potcntial buycrs and hcncc would fall within thc cxccptiorr
prorui<lcd rn sub-clausc (A) as "further supply of such motor vehiclcs" undcr Scctirln
17(5)(a) ol thc Act, and hence the vehicle used for dcmo purpose woutd be eligiblc lor
input Lax crcdit. Wc errc of thc vicw that this clarification is applicablc only to dcmo
vchiclcs and not lor othcr catcgorics of supply of goods or scrviccs.

19. Thc applicant has cited anothcr Advancc ruling in the casc of M/s. Narsingh
Transports, whcrein the tzrxpayer registercd as 'Goods Transport Agcrrcy'were paying
GST (rz, 12o/o clarrning input tax crcdit. Furthcr, the terxpaycr had purchascd cars and
has providcd thcm to various compeinics on icasc rcnt undcr a lezrsc agrccmcnt on
monthly basis. With rcgard to cligibility of input tax crcdit on thc vchiclcs purcharscd,
AAR n-rlcd that thc taxpaycr is eligible for ITC. The facts and circumstanccs of thc: cas<:

is diflfcrcnt lrom thr: prcscnt casc on hand and hcncc is not comparablc.

20. I.'ror.n Ll-ir: facts prcsr:ntr:d by thc applrcant and ars a rcsrllt ol dctailccl analysis it-t

thc prcr;cdingi paras, it is inlcrrcd thert thc naturc of outwarrd sr,rpply r-cndcrcd bv thc
appiicant would not fall undcr any of thc cxccptions providcd undcr Scction 17(5)(a) ol
thc Act. Accordingly, Input Tzix Crcdit on thc Motor Vchiclcs purchascd for providing
thc terxablc output supply o[ Automobilc bench marking servicc'is not availablc to thc
applicanL lor availmcnt.

21. Bascd on thc abovc discussion, we rule as undcr.

BULING

Bascd on the facts, rccords and cvidences subrnittcd along with thc application,
and altcr making dctailcd anaiysis, thc input tax crcclit olr thc purchasc of motor
vchiclcs uscd for providing taxable outward supply of 'Automobilc Bcnch Marking
Scrvicc' and supplicd as 'Scrap of Automobilcs' is not availablc to thc applicant as thr:
;rpplicant's acLivrty r,vould not lall within thc cxccplion to thc cxclusion providcd undr;r
Scction l7(5)(a) ol CGS'I/TNGST AcL, 2077 .

"T'
(BALAKRTSHNA. S)

Member (CGST)

,B

6ALLI)
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To

Mi s. A2MACI India Private Limited
GSI'IN: 33AAOCAT 565H lZP)
Building B-02 B, BSR Oragadam Industrial and Logistics Park,
Varanavasi Village,
Orgadam-Walajabad Road,
Walajabad Taluk, Kancheepuram-631604 I lby RPADI I

Copy submitted to:

1. Thc Principal Chief Commissioner of GST & Centra_l Excisc,
261 1 , Mahatma Gandhi Road, Nungambakkam, Chcnnai-600034.

2. 'lhc Commissioncr of Commcrcial Taxcs,
Itxt lileel. Bzhilagam, Chcpauk, Chennai,600 005.

3. 'lhc Commissioncr of GST & Ccntral Excisc,
Cficnrrari Outcr Commissit)ncratc.

(iopr, 1o'

l. Thc Assistant Commissioner (TNGST),
Oragadam Assessment Circle,
No. 4/109, Sccond Floor, Trunk Road,
Chr:nnai l3angalore High Way,
Varndharaj apuram, Nazarathpct,
Ctrcnnai 600 123.

2. Mastcr l.-ilc/ Spare -2.

)
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