5:4:187/3&4, Il floor, MG Road,
' sl Secunderabad — 500 003,
» Nilgiri Estates Phone; +91-40-66335551

Date :18-05-2022

To,

The Assistant Commisioner (ST) (FAC),
M.G Road -S.D Road Circle,

Begumpet Division, 4™ Floar,

Pavani Prestige, Ameerpet
Hyderabad-500016.

Sub: VAT Act 2005 — M/s Nilgiri Estates, Secunderabad, - Show cause notice of Value
Added Tax for the tax period From Jul-2013 to Jun-2017 (Remsty Lxder)- Objections
called for - Time Requested-Reg.

Dear Sir,

With reference to the Show Cause Natice sent by your department dated 1-05-2022 received
by us on 18:05-2022 requesting us to file written objection, We submit that we have referred
the matter with our consultant who is presently out of station and also our Accounts &
Finance Manager Mr. Jaya Prakash is under the treatment (eye operation). Further, we would
like to bring to your notice that the period involved is Jul-2015 to Jun-2017 (Renatty ©sder)
and it is taking more time than expected to retrieve the documents for preparing the reply.
Considering the above, we request you to kindly grant us 30 days’ time for verification of our
records and submission of reply to the notice,

Kindly acknowledge for the same

Thanking You,

Yours faithfully




Y/ Assistant Comnussxuner(ST),

M.G Road - 8.D.Road Cirele,

4" Floor, Pavani Prestige,
Amearpﬁt, Hyderabad,

TIN No.36607622962/Fuly 2015 June 2017/VAT = " e - Dated: 10-052022,

. SHOW CAUSE NOTICE

Ssub: VAT Act 2005 —~ Mis Nilgiri Estates, Seeundexabad - Assessment completed-for-the
period July 2015- June 2017~ orders passed- Dealer preferred appeal before the;‘\
ADC(CT) Punjagutta Division — Appeai Remanded - show cause notice issued —
Objections called for - Reparding,

Ref: 1) CTO, M.G.Road Cirele, Order No, 25460 , Dt 23-04-2018,
(}} Qrder p;i»‘)\ad b} the Hon'bl ¢ ADC (C I’) ﬁunjaauua V!d@ AQ NQ 432 at 29+ ﬁ?-ZO 9 el

4 ok

M/s Nilgiri Estates, Secunderabad, is a registered dealer under VAT and on the rolls of
Commercial Tax Officer, M. G. Rond Cirele with TIN: 36607622962, The assessee is Coing business
in Construction of Flats. In the reference 1™ cited their assessment under VAT Act, 2005 for- “the
period July 2015 June 2017 was completed on the foimwmg, under declared tax:

Fotal Turnover (July” 2015 to Junce® 2017) Rs.27,33,22,717-00
Delete Turnover will be assessed under GST Rs.11,30,00,555-00
Turnover assessed under T VAT Rs.16,03,22,162-00
Standard Deduetion @ 30% as per Rule 17(1)(g) Rs.4,80,96,649-00
Taxable Turnover o Rs.11,22,25,513-00
Tax @ 14.5% - Rs.1,62,72,699-00
Tax paid Rs.5,31,564-00
Balance payable Rs,1,57,41,135-00

Tofal tax due to Government ; Rs.1,57,41,135-00

Aggrieved by the orders, the dealer haﬁ pi’ﬁf@l‘r&d an aapea! before the ADC (C“I) Pun dwuua o
disputing the above levy of tax, The ADC CT) Punjagutta has remanded the appeal vide orders
passed in the 2™ cited which is extracted as u,u,ic,x

“Lhave heard the Authorised A;prevenlatzve and gone through his cantentions as
well as the conienis of ihe impugned orders. In the impugned orders, :g( the pre-



contract in the nature
paying tax al 3% on the 2
filing Form VAT 250. Acec

as doing business of execuling works
i/f residential apartments and though
j s, ﬁ?z‘!em{;a exercise composition by
)ficer pr()/ar)sad (o determine the turnovers
of the appellant for the tax ted! tax- periods under the provisions contained
under Section 4(7)(a) of the TVAT ¢ ad with Rule 17(1)(2) of the TVAT Rules by
allowing a standard deduction at 30% and issued a show cause notice. In response (0

assessmenl stage, observec

he said notice, the appellant filed their objeciions mainly stating that they have already
Slod Form VAT 250 manually which was not reacily traceable and since they are paving
b ) . paving

ax at 1.25% on the wtal consideration received and not claiming any input tax credit,

they are rightly eligible lo pay lax at such rate. Alternatively, it is also stated by the

appellant that in any event they are gligible for not only deductions towards labour and
services but alsa cligible f??l" input tax credit since they are maintaining the books of
aceount regularly and properly, The 4 udit Officer, however, abserved that though the
Form VAT 250 should be filed electronically and even if is (o be considered that the same

Swas ignored by the appellant and filed such form manually, they failed to file the

documentary evidence 10 show that such Form was in fact filed manually, dccordingly,

the Audit Officer rejected the anjefc*z‘ians; of the appellant to the effect that they are

eligible to pay tax under the provisions contained under Section 4¢7)(d) of the TVAT Act.
The Audit Officer also rejected the alternative claim of the appellant that the
determinalion of their turnovers by allowing a standard deduction is incorrect as they

ape maintaining books of account and eligible for various deductions towards labour and

services as well as eligible for input fax eredit. on the ground that the appellant Jailed to
produce the boaks of account. With these observation, the Audit Officer passed the
impugned orders, confirming the proposals as made in the pre-assessment notice.

The impugned order passed by the Assessing Authority determining the turnovers
of the appellant under Section 4(7)(a) of the TVAT Aet read with Rule 17(1)(g) of the
TVAT Rules, is vehemently assailed by the appellant and the Authorised Representative

on more than one count, The admissibility or otherwise of the sqid claims are examined
hereunder: ‘

Firstly, it is the elaim of the appellant and the Authorised Representative that since
the appellant is doing business in construction and selling of apartments / residential
house, their turnovers are to be assessed 1o tax al 1.25% as per the provisions contained
4(7)(d) of the VAT Aet even though they are not filed Form VAT 250 anling in as much as
they have filed such Form manually and also as filing of such Form is only an intimation
to pay tax under composition and as long as the appellant fulfilled the other conditicns
i.e., payment of tax at 1.25% on total consideration and non-claiming of input tax credit,
they are rightly cligible to pay lax under the scid provisions:

In order to examing the above claim of the appellant and the Authorised
Representative, i is necessary to take note of the provisions contained under Section
4(7)(d) of the TVAT Act which reads as under:

“4(7) Notwithstanding anything contained in the Aet-



a) to (c)

d)  Any dealer cogaged in ' selling of reszdemmlk Frign
apartments, houses, buildings or comm’)rﬂlcz/ cwnple: xes may opt o pay
tax by veay of composition at the rate of 5% of twenty five percent (25%)
of the consideration received or receivable or the market value Jixed for

the purpose of stamp duty whichever is higher subject to such conditions

s may be preseribod;

¢) any dealer having opted for composition under elauses (b) or (c) or (d),
purchases or receives any goods from oulside the State or India or from

any dealer other than a Value flcldea’ Tax dealer in the State and uses such
goods in the excenrion of the works contracts, such dealer shall pavitaxon
sueh goods ai the rates applicable to them under the Act and the value of
such goods shall be excluded (from ihe total turnover ) for the purpose of
conputation af twriover on which tax b)f wey of compaosition at the rate of

Jour percent (4%) is payahle; :
(Clause (¢) is inserted by the det No 23 of 2003 dmtzd 26" Oct ?0!?5 wnfh
effect fron 29-08.20035)

(The words “clauses (hi, (e} and (d)" arve substituted with the words *
clawses (b) or () or ()" by Aet No 5 of 2007 dated  22-01-2007 with

effect from (11-09-2006.) ‘ ,
(The words i brackets are added vide Act No ”8 of 2008 daied 74 09-

2008 with effect from 24-09-2008)"

As can be seca jron tie above peovisions, any dealer engaged in construction and selling
of resideniial aparineins. houses efe., may opt (o pay tax by way of composition al the
rate of 3% of 25% of the consideration received or receivable.

Further, as per Rule 17(4) of the TVAT Rulgs, where a dealer executes u contract Jor
construction and sclling of residential apariments / houses, such dealer must registered
themselves as a VAT dealer and shall notify the preseribed authority on Form VAT 250 of
their intention (o avail composition for the works as specified

Fronr the above pravisions, it w to be eoncluded that in order to avail the benefit of
composition of tax at 1.23% by «a dealer engaged in consiruction cmd selling of
residential apartments / houses, sueh dealer not only have 1o get themselves enr olled as a
VAT dealer under the provisions contained under the TVAT Act, but also nofzfi) the
preseribed auihority on Form VAT 250 of their intention to avail such composition on the
works so done. i the case un huiid, there. is no disy le in the fact that the appeliant
neither opled 1o pav wax by way of “composition duly filing Form 250 as prescrzbed Ik
through online nor furnish any sort of documentary evidence 1o prove that they have filed
such Form VAT 250 manually. Such being the case, the claim of the appellant that their
turnavers are 1o be assexsed wnder. Section 4(7Md) of the TVAT Act cannot be sustained.
Consequently, the same are rejected as devoid of merit.




Coming to the alternative plea of the appeliant even if their turnovers are not 10 be
considered under the provisions contained under Section 4(7)(d) of the TVAT Act, since
they are maintaining the books of aceount correctl wherefrom the value of goods at the
time of incorporation and other labour wand service charges were very much
ascertainable, their urnovers are 1o be determined under Section 4(7)(a) of the TVAT Act:
read with Rule 17¢1)(e) of the VAT Rules; it is necessary to take note of the provisions
contained under Section 4(7)(@) of the TVAT Act governing the levy of fax on the works
contracts, which reads s under: ‘

“(a) Everv dealer exeeuting warks conlract shall pay tax on the value of
goods at the time of incorporation of such goods in the works executed at
the rates applicable to the goods wpdder ihe Aet.

Provided that where accounts are not maintained (o determine the
carrect value of goods al the time of incorporation. such dealer shall pay
tax af the raie of 14.5% on the total consideration received or receivable
subject 1o such deductions as may be prescribed.”

As per the above provisions. clause (a) of Section 4(7) preseribes that a dealer
execuling works contract has to pay tax on the value of goods at the time of incorporation
into the works at the rates applicable 1o such goods under the Act and in such case the
said dealer is eligible Jor deductions as prescribed under the relevant Rules i.e., Rule
17(1)(e) of the TVAT Rules, hesides eligible jor input tax credit at 75% as per Section
13(7) of the said Act. However, as pér the pmmo appénded to the above ¢lause, w]wre a
dealer did not maintain the accounts o as 1o aseertain the value of goods al the time of
incorporation in the works, such dealer has 1o pay tax al the rate of 14.5% during the
dispuied tax periods on the toral consideration received or reeeivable subject (0 such
deductions as may be prescribed. Such prescription is made under Rule 17(1)(g) of the
TVAT Rules which provides for deduction ai different percentages relatable to the nutire
of contracts executed and in such a situation, the said dealer is not eligible to claim input
tax credit. ' k ' '

In support of the confentions raised, in this regard, the Autharised Representative

also furnished certain documentary evidence like copies of Trial Balance, copies of Profit

& Loss Accounts, copies of Income Tax requris elc., and expressed the appellant’s

*readiness to produce the same along with books of account and other relevant

documentary evidence before the Assessing Authority as and when called for and pleaded
for an opportunity 1o do 5o, B ' '

e gr the fadi¥@id reasons discussed above and since the Audit Officer has rejected

uhg claims of. the dppellant, in this regard. on the around that the appellant had not

pr&iucw] the books c;g‘,f»"cwcmmzs and also having regard o the fact that the appetlant now
expressed their readiness lo produce the books of account and other  relevant
documeniary evidence / related i’égéé)l’dﬁ as and when called for; 1 feel the issue involved
herein required re-consideration at the Assessing Authority’s end, Hence, in fitness of
matters, | feel it just and proper to remil the maiter back to the Assessing Authority, who



shall verify the claims of the appellant with reference to the hooks of agcount and other

relevant and related documentary evidence / records that would be produced by the

appellant and pass orders afresh granting necessary relief 10 the appellent 1o the extent

they are eligible for in accardance with the provisions of law, duly bearing in mind my

observations made above and also afier giving the appellant a reasonable opportunity to

present their case. With this direction, the impugned order is set-aside on the disputed

turnover of Rs.16,03,22,162/- (tax cffect ~ Rs.1,57,41,135/-) and the appeal thereon

remanded.

I the end, the appeal is REM;@NDEI} ",
In order 1o pass the consequential order, in the light of instructions issued by the Hon'ble

ADC, the dealer has to submit documentary evidence to substantiate their claim. However, so far,
they have not submitted any documentary evidence. Hence it is proposed to issue Show cause Notice
by confirming the original orders gs under . :

Total Turnover (July” 2015 to June’ 2017) Rs. W,,m 2 ,717-00
Delete Turnover will be assessed under GST Rs.11,30,00,555-00
Turnover assessed under T VAT § Rs.16,03,22,162-00
Standard Deduction @ 30% as per Rule [7(1)(g Rs.4,80,96,649-00
Taxable Turnover Rs.11,22,25,513-00
Tax @ 14.5% Rs.1,62,72,699-00
Tax paid Rs.5,31,564-00
Balance payable ‘ Rs.1,57.41,133-00
Total tax due to Governnient Jia; ia;’s? 41 £§é=00

Less: tax paid while filing appeal
Balance

Rs; 1,37,73,493-00

In the view of the above M/s Nilgiri Estates, Secunderabad are requested to file their
objections if any within (7) days from the date of receipt of this notice, failing which the turnovers
proposed in the Show Cause Notice will be confirmed and Consequential orders to the orders of
Hon’ble ADC will be passed. without any further notice under the provisions of the VAT Act 2005.

W ;

LN

ssistant Con “'smneki (S' ) :
_M.G.Road- s D. Road C:rcie?ﬁé) Vi

To, ' .Road-S. E) Rmd'
M/s Nilgiri Estates, o Begumpet Division, Hyderabad
Address : 5-4-187, 3&4, 2" Floor, Soham Mansion, M.G.Road, Secunderabad

cpwmog.

gst@modiproeperties.com



