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INLAND REVENUE
AUTHORITY
OF SINGAPORE



Goods and Services Tax

SELF-REVIEW OF Eligibility and DECLARATION ON USE OF

gross margin scheme (GMS)

	Section 1: Particulars Of The Business

	Registered Name
	
	GST Registration Number
	

	Description of business activities and the type of good(s) you sell 
	

	Section 2: Conditions to be met

(ALL your answers must be ‘yes’ before you can proceed to use GMS)                     YES

	(a)
	You are in the business of selling used goods
 (except the sale of interest in or right over land). 

	

	(b)
	You sell used goods which have been purchased free of GST from:

· a non-GST registered individual or supplier; or

· a GST registered supplier who has used GMS to supply the goods to you.

You have not been issued a tax invoice or similar document showing GST being charged on your purchase.


	

	Section 3: Obligations to be fulfilled 

                  (ALL your answers must be ‘yes’ before you can proceed to use GMS)                     YES

	(a)
	You will not issue a tax invoice or similar document showing GST being charged on your sale of the used goods under GMS.


	

	(b)
	You will not use GMS for a supply of services, e.g. renting/leasing of used goods, to your customers.


	

	(c)
	You will maintain all records and accounts as specified in Appendix 1 for all used goods sold under GMS.


	

	(d)
	You will account for GST by applying the tax fraction on the excess of selling price over the purchase price for any used goods sold under GMS.
	

	Section 4: Declaration 

	I
	
	NRIC/Passport/FIN Number
	
	

	
	(FULL NAME OF SIGNATORY IN BLOCK LETTERS)
	
	

	declare that I have satisfied all the conditions and undertake to fulfil all the obligations as stated in this 

form.

	Signature
	
	Designation
	
	Date
	
	

	


EXPLANATORY NOTES ON GROSS MARGIN SCHEME (GMS)

1. Is GMS applicable to your business?

You can apply GMS if you are in the business of selling used goods such as second-hand motor vehicles, electrical appliances, furniture, jewellery etc. You should not apply GMS if you make sporadic or once-off sales of used goods such as disposal of business assets. 

GMS can only be applied to used goods purchased free of GST. This includes goods purchased from a non-GST registered individual or supplier or from a GST registered supplier who has used GMS to supply the goods to you. 

2. What is GMS?

A GST-registered person is required to charge GST at the prevailing rate on the full value of the goods he sells.

However, GMS allows him to calculate GST only on the gross margin. The gross margin is defined as follows:


As GMS is a special scheme that allows you to account GST (i.e. output tax) only on the gross margin, the buyer of your used goods is not allowed to claim any input tax on the goods, even if he is a GST-registered person.

You cannot use the loss from one sales transaction to offset the gross margin on another sales transaction for the purpose of determining the GST (i.e. output tax) to be accounted by you.

3. What are the factors you should consider before applying GMS?
Before you apply for GMS, you should consider the following factors:

· You will have added responsibilities to ensure that all conditions for applying GMS are satisfied and able to fulfil all obligations as stated in the self-review and declaration form.

· You will have to ensure that GST is correctly accounted on the gross margin of used goods sold by you.
· The incorrect use of GMS will make you liable to penalties under the GST legislation.
 Appendix 1 – List of records and accounts to be kept

Under the Gross Margin Scheme (GMS), you are required to maintain the records required in this Appendix.  However, if you are selling second-hand motor vehicles, please refer to the e-Tax Guide “GST Guide For Second Hand Vehicles” available on the IRAS website for a detailed description of the list of records and accounts to be kept. 
1) Stock book or similar records with separate headings:

	Purchase details
	Sales details
	Accounting details

	· Stock number in numerical sequence 

· date of purchase

· purchase invoice number

· name of seller

· an unique identification number (such as serial number)

· description of goods 

    (such as make and model)


	· date of sale

· sales invoice number

· name of purchaser


	· purchase price

· selling price

· method of disposal

· margin in sale

· tax rate on the date of sale

· GST due 

(gross margin x tax fraction)




2) Purchase invoice issued by you

Where a purchase is made from a non-GST registered individual or supplier, you should make out a purchase invoice showing the following:

a) Seller’s name and address

b) Your name and address

c) Stock book number (in numerical order) and day book number 

d) Invoice number

e) Date of transaction

f) Description of goods including unique identification number  

g) Total price

3) Sales invoice issued by you

For a sale of used goods under GMS, you should make out a sales invoice showing the following:

a) Your name, address and GST registration number

b) Buyer’s name and address

c) Stock and day book number

d) Invoice number

e) Date of issue of invoice  

f) Description of goods including unique identification number

g) Total price
h) The statement “The goods sold on this invoice are sold under the GST Gross-Margin Scheme. Both the seller and buyer are not allowed to make any input tax claim on the goods.”
�





Important Notes:


This declaration may take 10 minutes to complete. 


Before you start, please ensure that you have:


Read the explanatory notes attached;


Examine whether GMS is applicable to your business; and


Read the conditions and obligations under sections 2 and 3 below. 


Complete and sign the declaration that you satisfy all the conditions in section 2 and you will fulfil all the obligations in section 3. Thereafter, submit the original form to IRAS immediately and keep a copy for your records.


You can use GMS based on your declaration that all the conditions in section 2 have been satisfied and all the obligations under section 3 will be fulfilled and the original form has been submitted to IRAS.  You are not required to seek further approval from IRAS.  You can begin to use GMS from the date of declaration.


.








Gross Margin = A – B





where	A is the consideration received for goods sold, i.e. the selling price.


B is the consideration paid for goods purchased, i.e. the purchase price.





If A (selling price) is lower than or equal to B (purchase price), the gross margin is treated as nil and GST is not chargeable.





If A (selling price) is greater than B (purchase price), then GST (i.e. output tax) is accountable by you on the gross margin based on the tax fraction i.e. Gross Margin x 5/105.








� If you are selling second-hand motor vehicles, please refer to the e-Tax Guide “GST Guide For Second Hand Vehicles” available on the IRAS website, for the definition of second-hand motor vehicles.
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