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Tax Office Address: Yppr ON Date Month Year
Commercial Tax Officer (INT) AT ?1‘%’\ e 1o Jo3 (2013

|

QO/o The Deputy Commissioner {CI) : — F ’ | :
Begumpet D1V1§10n., Hyderabad 1 'L_;__L_g i i 4y 2| © l gL 8 l 8 I g r 4 ]
V1 Floor Pavani Prestige, f

Ameerpet, Hyderabad o TIN

03.Name : M/s MEHTA AND MODI HOMES,
Address : Door No 5-4-187 /3 & 4, M.G. Road, Sec’bad

’\ Examination of your teoords on 1Q-02-2013 has shown that the correct
amount of Value Added Tax have not been declared in the VAT 200
Returns listed below. Under the provisions of APVAT Act, 2005 the
Tollowing tax amounts are assessed for the tax period Shown below:

Period | ﬂmpL.t /1 Declared Found Under
» R In_gmr faﬁfjr 4 Correct Declared
2009 - 10 L A4l 1344675 895000
201G6- 11 i - 2496310 1561000
Chori 1z L T 3i0d249 | 1707000
201213 ) ; 832559 322000
B L - i | NetTaxDue 44,85,000/-
{ Rupees Forty Four Lakhs Eighty Five Thousand only)
Explanation for the abaove
M/s Mehta and Modi Honnes, 5-34-187/3 & 4, M.G. Road, Sec -

Rad are builders conziruciing aud selling of independent residential
villas in fully developed / operational gated housing complex at IDA
Cherlapally and paving tax @ 4% on 25% of sale consideration. In this
gated housing complex thev are laying Bitutnin roads, constructing club
houses, swimming pocis. drains, parks, electricity, etc. They have started
paying tax from 2006 7. As per Deputy Commissioner (CT), Begumpet
Division audit authovzation in ADM 1B No 20121128093283 du
20 11,2012 issued andt served VAT 304 notice on 29.11.2012 to Sri Jaya
Prakash, accounts otficer of the company te keep veady of their business
records for VAT wudit to be held on 11.12.2012. After taking

adjournment they tilad iellowing business records.
' - d""i‘(’ﬁ}/
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Commarcial Tax Officer (INT.)
Olo. The Deputy Commissioner (CT)
Begumpet Division, Hyderakad.
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. A
Statement of sale details of villas where VAT is paid from the
starting of proicat

Statement of umn - registered villas and vacant from the starting of
project

Statement of abstract purchase value of goods involved in
executive of works contract 01.04.2009 to 31.03.2010 certified by
Charted Accounitant

Audited p & 1, balance sheet 2009-10, 2010-11, 2011-12

sale deeds of residential plots to prospective buyers of villa
Prashanth Benerii, Ramesh Chanda, Anil Kongeri

Copv of agreements for construction with buyers Sri Prashanth
Benerji, Ramesth Chanda, Anil Kongeri.

On verilication of the above documents it is noticed that they
are selling land [/ plot separately and entering separate agreement
for constructioi: of villa and paying tax U/s 4 (7) (d). As per
advance ruling in AP COM/48/2012 dt: 15.09.2012 on the case of
M /s Nobel Prooerties, Bajanra hills, Hvderabad it was clarified that
agreement [or consbruction of villa on the land sold by the builder
to the buyer wiil fall under the section 4 (7) (b) of APVAT Act
taxable @ 5% on total consideration received towards the
construction of building. Further as per advance ruling in AR
COM/ 16572006 di 01.02.2007 in the case of M/s VPL Projects (P)
id, it was claniied that on a land already owned by the customer
and the applicant has no rights to sell or to register the housing
anii. such trapsactions does not come within the preview of
construction asd selling of residential houses. Further the tax rate
of 4% an 25% of the consideration received is spec1ﬁca11v linked to
consideration received or receivable or market value fixed for the
purpose of stamp duiy as clarified in advance ruling no
CCT/PMT/P&i/AR COM/566/2005 dt: 18.05.2006in the case of
M/5 Kashi Kanchsn, Tirmulgheery. Hence this is a normal works
contract atrraciing provisiens under clause {a) and clause (¢ ) of
sub — section (7)) of =sccrinn () of the APVAT Act. Whereas the
assesse is paring lax @0 4/ 5% on 25% value of total sale
consideration of villa as per soction 4 {7 id) of APVAT Act 2005
which is agaiu sr the clasification cited above which are binding on
rhis assessing avtbority Hence it is propesed to reject the payment
of VAT tax doe v assesse s 4 (7V {d) and proposed to levy tax
U/s 4 47) () 4 0 50 onvolal consideration received on building
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consfruction © harges

as worked out below from 2009-10 to 2011-

12,
e {Figures Rs. In La
S.No Description | 2009-10 | 2010-11 ) '7%1 1-12 é{cl)llsé 13 (
| _
T S . up to Sep)
?, {up to (After
T 4o 1 Sep 15} | Sep 15)
 Turnover 1 449.67 1 935.31 1041.63 | 355.61 449.67
| declared . | | '
2 |Toxpaid@4/5% | 449 | 935 10.41 4.44 6.38
on 25% value of | '
{11 o o :
3 No of villas seld . 14 Nos 1. 26Nos | 22Nos [ 9Nos 8 No s
4 Estlmater.!l 336.00 . 624.00 | ( E\Q’SOI i 216.00 192.00 —
. turnover of i . (98- @ 1
i construction - o :
Rs: 24,00,600/ " 9%
] ~ eachwilla ,CE Y { _é_/l_‘l/__ < (f:‘ ' iC’ oy @ S '/
5 Tax Iﬂr\pn‘fﬂ‘-‘:i}ﬁ 1344 2496, 2112 1 10.80 9.6 =
4"' e Jl‘s‘1 1] - — s - E
L ,@,W A A A T N é-3”
6 Underdeclered - £9% 1561 10,77 | 6.36 3.22 =
i : _tax ‘__'_'___________“ - ’ |

Tohus they have under declared total output tax of Rs: 44.85 lakhs
from 2009 - 10 to 2012 - 13 [up fo sep) as worked out above as per the

discussioi made stigsoa,

In view of the above it is p:()p\)S‘,J tc assess them total under
declarcedd output tax of Rs: 44.85 Lakhs and issued VAT 305 A
assessinent notice as per '"wputy Commissioner (CT) Begumpet Division
assessment authorization in ADM 1C 20130223525462 dt: 23.02.2013.

Accordingly & VAT 305 A notice dt: 23-02-2013 was issued and

served on the assesse on 23.02.2012 requesting them to file written
objections if any within {15 davs of receipt of the notice. On 12.03.2013

Sri M. Jaya Prakash, sccouints oflicer of the company filed letter raising

following objeciions.

1) advance ruilug in M;s Nobel Properties is not applicable to
their case as (rev enter inital agreement for sale of villa along with
land. As per clarification in second para B above they are eligible to
pay 1% tax on totul consideration.

That

2) That ruling in second part of VPL Projects (P) Ltd, is applicable to
thent and hence payment of 1% ol tax on total conmdcratmn is in

ovaer. L. Cd'hf—g—q
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3) That advance woling in M/s Kashi Kenchan is in respect of land
developers and 1% rafe is specially linked to consideration for the
purpose of stamp duty. They stated that as per their initial
agreement 1thove have everv right to sell such property hence this
ruling is not appiicable to them.

4) That they enier agreement with prospective bruyers for sale of proto
type bungalows with certain amenities and total consideration
consists of cost of land, dwei()pment of iand, cost of construction
of bungalow and thev paid 1% on this receipts as per ruling in M/s
Mvtas dt: 30, ()"."’L,Ot:\ and enclosed copy,

o) That they are ejigible 10 pay 1% tax whether consideration received
in  cornposite manner or Sseparate towards land cost and
construction cost.

6) That after regisieruy land by a sale deed and there is no
subseqguent regisiration after completion of construction also they
ace cligible to pav o 1% Lax on total consideration.,

7) That even thou {h they are separately entering agreement for
construction and for dovelopieent charges subsequently they are
peving tax g 1% on t(ztal of these Lwo agireements.

8} That as per dyvias miding they are paving tax @ 1% on total
conasideration of s cost and constraction cost hence requested
to drop proposal of tax Li/s 4 (7} (D).

In persapal heasng on 16.03.2013 51 M. Jaya Prakash, G: Kanka
Rao of the coamnz=ny and Sri 0.5.Ram Kkumar, C.A.authorized tax
consultant aiso reiterated the same contension. Further they stated
that they are nu _segiciering qumml / wutial agreement at sub_—
Regiziar Lut nol sobmitted any evidence to this effect. In very few
C:l-S-?:-T—.!‘.&, vegisr eed Cotsbruciion agreemisnt at Sub Registar. The
contention of assesse 15 exammed carefully in the light of advaqce
rulines cited. As wer ruling m M/a Nabel Froperties only construction
and at i of vilios alenyg with land i a single deed will fall‘ under
section 4 (7} {d). Further if the apreeinent for construction of v111&_ls on
the land sold by the appiicant to the buyer Aoesn't fall gpder sectlgn 4
{7} I} but falls nrder section 4 {7 (e} f opts Composltxon anq 5‘/0 of
VAL o the tobon consiteracon roocoved on runstrl.u:tlon‘of‘ buildings.
In ther case thers s no single sale dized of land and bullldlngs hence
the» doesu’t conie un o 4 (7) {d}. In M/s VPL Projects (P) Ltd,
for Criery 10 {41 10 ras Ciarified hal if the apphicant is executing the
const 111&!,::::;35 i ‘w wrees i oa land aiready owned by the customer and
the wuppucant bus no rights w register the housing unit such

Ca-n“f’és’
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transaction deese’l come within preview of ©
house hence does
houses either in

snstruction and selling of
't fall U/s 4 (7} (d). Fuither for query (3) if the
serpl finished or finished condition are sold by an
initial agreement of sales and subsequently by a sale deed wherein
the applicant is Savino righit to sell and receive the consideration
whereas in their case only plot is sold and there is no right to sell
subsequently hence rhis ruling in query (3} is not applicable to them.

In M/s Kashi kanchan it was clarified that only in respect of
puilders and devetopers who have right to scli such houses section 4
(7} {d) is applicable. Further rare of 4% on 25% of consideration
received or recervable o market vaiue fixed for the purpose of stamp
duty total stamp duryv is oollected . on houses including on land
whereas in their case onivy on land cost stamp duty is paid hence
section 4 {7) (d) is not applicable to them.

In M/s Mytas Hili Couniv (P) Ltd. it wag clarified that where the
land and house cownsiniicted there on are sold through a single deed
section 4 (7} {d) applicable. In respect of where the land is first sold
and o coustructon agresment regisiered with Sub - Registar section 4
(7) ) is appli(‘,a‘ﬂ;r i jaid down in the initial agreement qf sale
wher=as they Have not submitted any evidence of registering of
construction agreement so far. Further (3} constructions agreements
menticred in VAT 305 A notice also nof registered with Sub -
Regintar, ia personal heariag di: 16.03.2013 aiso they stated that‘ very
few construction agrecneals are vegislered with Sub - Registar.
Her:o the facis on *\i(.' o sfvtag Hill County 1) Lid, are different to the
applicant own case Lesce Tding iy situation {2 ’ind {3') of t.he same 1s
not anplicable 1o tic assesse as they are not registering single deed
for land snd house and atso net e mistering construction agreement
with Sulr - Registar hence the ruling in M/s Mytas Hilis Cour{ty (P}
Ltd is ot applicabie 1o ausesse case as facrs are different. In. view of
latest clarification st Miss Nobe! Properties and M/s VPL I.’rOJects (P)
Ltd ansd discussion made sunia in respect ol M/js Mytas Hills County
(P} Ll the contentiou of assesse iy iai'jt’(‘t(':‘(i ::;_r';d‘ propqsal of tax @4/
39 Uss 4 47} { ¢ ) on composition of consideration repewed on
consiruction Codi os proposed i VAT 306 e 23.02.2013 18 here by
conlitined and rsstied VAT 305 assessruent potification with under
declsred output o of K3 44,385,000 /- as doalled below.

1

g



There are ne Iniar - 5 ate sales,

The demand of Ra: 34,85,000/ - shall be paid within (7) days of this
order as they alvende availed time in filing i~usiness records for VAT
304 audit initatior notice dt. 29.11.2012 @ad granting (15) days time
i assessment notice,

NOTE: An appeasl sgain-<t lhese orders lies to the Appellate Deputy
Commissioner {CT) Punjagutta Division, within (30) days from
the date of receipi of these orders.
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COMMERCIAL TAX OFFICER (INT)
BEGUMPET DIVISION HYDERABAD

Commercial Tax Officer (INT.)
Olo. The Deputy Commissioner (CT)
Begumpet Division, Hyderabad,
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