
MEHTA & MODI HOMES
# 5-4-18't13 &,1, IInd Floor, Soham Mansion, N4.G. Road. Secunderabad - 5()t)()03

Phone: +9 1 -40-(,63 3555 1. Fax. 0-10-275+-+05u

Date: L 2.03.2 013

To,
The Commelcial Tax Officer flNT),
Begumpet Divrsion,
Hyderabad.

Sir',

Sub: APVAT Act'2005 - M/s. Mehta & Modi Homes, Secunderabad - Notice of
Assessment of Value Added Tax in Fornr VAT 3 05A - Assessment yea l'

2009-10 to 2Ol2-13 (upto September'2012) - Obiections called for - Reply

submitted - Reg.

Ref: 1l Notice ofAssessment in folm VAT 305A dated 23'd Febt uaty 2013

1J We submit that we are in receipt oF notice of assessmetrt in Fornr VAT 305A dated
23102120L3 ploposing to levy tax @ 4o/o / 5o/o on the receipts undet' section 4(7)( b )
of APVAT Act 2 005, for the yeat's 2 009- 10 to 2012'L3 (up to September''2 012) t elying
on the advance rulings issued in the case of M/s. Nobel Propelties, Banjara Hills dated
t5/09/2012, M/s. VPL Plojects Pvt. Ltd., dated 01/2/2007 andM/s Kashi Kanchan

Tirumulghelly dated 1.8/05/2005 against the payment nlade by us undet Section 4
(7J (dJ of the said Act. We request to kindly considet' out fut ther objections on the

following glounds:-

2) We submit that we are engaged in the business o[ constl'uction and selling of
independent lesidential villas in fully developed / opelational gated housing cotnplex
at IDA, Charlapalli, and opted fol payment of tax under composition undel Sec 4[7)
(d) of the APVAT Act. We lrave declared the turtrovet' l elating to constt'uction and sale

of villas in the monthly VAT returns and paid the tax on the amounts t'eceived flonr
the customets @ 1%0.

3) In the notice it is staled that we al'e selling land / plot and entering into sepalate
agreement fol construction of villa arrd paying tax under section 4(71 (d) and it is

stated ttrat our payment undet' Section 4 (7) (d) is against the clarilication issued in
the above mentioned Advance Rulings.

4) ln the notice it was stated that as pet' the Advauce Ruling given itl the case ot
M/s,Nobel Propelties, Banjala Hills dated 15/09/2012, it was clalifiecl chat

agreement for construction villa and the land sold by the buildel to the buyel'will fall
undel Sec. a[7)(bJ ofAPVAT Act taxable @ 4o/o ort the total consideration teceived. We
submrt that this advance l'uling is not applicable to our case as we enter ilritial
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agreement for sale of villa/apal'tmen E along with land for a specific amouut wltere as

in the above advance luling there is no initial agl eement aS in ouL case. Wesubnrittl)at
as per clarification given in the second para B above we are rightly eligible for paynteut of tax

@ 1% on the total consideration under section 4(7) (d) of the Act as we have entered in to one

single agreement for the sale of Villa along with land

5. In the case of VPL Projects P Limited in Advance Ruling No.165/2005 dated 1.2'2007,
it has been clalified as follows:-

,,3. Whether the houses either.in semi finished condition or'finished condition are sold

by an initial agreement of sale and subsequently by a sale deed whet'ein the applicant

is having right to sell and receive Ehe considet'ation [t'om the prospective buyer', suqh
ment b rtite ownet o develd

t a s ide ed fr'

tive buver w have to he taken into considelation and in case conl pos itioll
underclause(dJofsubsection[7]ofSection4isalleadyoptedbytheapplicant,
the tax at 1% of the total consideration Ieceived needs to be paid eithel dilectly by

the developer. or the way of collection of tax at tlte time of l'egish'ation befole the Sub

Registrar. The total consideration agleed upon oI matket value for legistlatioll
whichever is higher must be taken into considet'acion by payment of 1% tax il the

developer opted for composition."

5.1 ln the above advance r.uling it was clearly stated when the houses either in the semi

finished condition or finished condition ale sold by an initial agreement of sale and

subsequently by a sale deed it becomes a tl ipaltite agreenrent and in the case of
option under composition under Sec a(71[d) the payment of tax @ 17o on the total
consideration received is to be paid. In out case also we have opted fol composition
under Sec a(7)[d) and the tuling given in the second palt of the advance luling is

directly applicable to us. Hence the payment of tax @ 1.Vo / 1.25o/o on the total

considelation is in ot det .

6. In the notice youl'good selves fur'ther lelied ou the Advance Ruling in CCT's Rel No

PMT/P&L/A.R. Com/556/2005 dated 1B-05-2005 in the case of M/s Kashi Kanchan,

Tirumalghely. ln this case the Depal'tment has givetr a clal ification that the pl'ovisions
of composition under clause (d] sub section (7) of Section 4 of APVAT Act, 2005 ale
applicable only in t espect ol land developers who have right to sell such constl ucted

apartments, houses, buildings or commercial conrplexes. It was also clal'ified that the

tax rate of 4o/o of 25o/o of the considet'atiotr received is specifically linked to
considelation or mat ket value fixed for the purpose of stamp duEy. In out' case we

have sold the villas along with the land as pet' the initial agt eernent i.e, tl.tothet'

agreementand we have every Iight to sell such ploperty. Thus tl.re above advance

r-uling is not applicable to us.
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7 we submit that our tl.ansactions are totally misconceived and misundet'stood by your'

good sell We submit that in the course of our business we in the fil st illstallce entel'

i-nto agreement with oul. pl.ospective buyers lor sale of independetrt Butlgalows of
similar size, similar elevation, same colouL sclleme etc., alollg with cet'taitr atnenities.

The agr.eement of sale consists of tlre consictelation t'eceived tl.rrough sale of land,

development char.ges of land and cost ofconstluction of tlte bungalow. we have paid

V AT @ Lo/o on the total consideration received ft'om tlrese three compouetlts of the

agleement by following the advance ruling given in the case of M/s. Maytas ln the

said Advance Ruling dated 30l07 /2006 the tuling is given as undet':-

7.1 The applicanrshall be eligible for composition unde| section a(l [dJ to pay tax@ 4o/o

on 25ok of the total consider.ation oliginally agleed upon whether received in
composite manner or in separate portions towards land cost and construction
cosL

7.2 The applicant is not eligible to opt to pay 4o/o of 25o/o consideration received towalds

consti;ction cast by excluding cost of land though it could be legistet'ed sepalately at

any stage,

7.3 lf the property is register.ed ouly as a land tlrrough a sale deed in tlle secolld categoly

of tt.ansactions explained by the applicant and thete is no subsequeut l'egistlation

after completion of constl.uction, the applicant shall ensure payment of 1% of total

considel'aiion received ot' t'eceivable (as per initial agt'eement ol sale) by way of

demand draft in favour of cTo/ Asst. comr.nissionel concet ned at the time of
execution of sale deed before Sub- Registlat' as plescribed in clause [i) of sub rule [4)
of Rule 17 ofAPVAT Rules,2005.

Copy ofthe said Advance Ruling is here with enclosed [ot ready teferetlce. Ftom the

above Ruling it is quite clear. that if the propel ty is legisteled only as a land through a

sale deed and ther.e is no subsequeut t'egisttation after conrpletion ofcollstl uction we

shall ensure payment of 1% of total considel'ation teceived ot teceivable as pet' the

initial agr.eement of sale. We submit tltat we entel into agreement of sale with orlr'

prorp".iir" buyer.s wher.e in the sale value of land, development cha.ges of land for'

iaying of roads, drains, par.ks etc., a nd cost of construction ale mentio ned irr this single

document of sale agt'eement. Even tl.tougl.t we entcl' into agleemelrt fot' cotrstt ttction

and agreement for development charges subsequetrtly tlre amount ntetrtioned itr these

two alreements are already shown in the oliginal agleetneut of sale atrcl we have paid

VAT @ 1% on the total considet'ation received as pel the otiginal agt'eetrtenIof sale

Thus the payment of tax @ 1% by us is as per the pt'ovisiotrs ofSection 4(7) (d)'

We submit that the Advance Ruling Autholity in the above t'uling without atry

ambiguity has clearly given the ruting that VAT has to be paid @ 1o/o ott the total

considerition r.eceived as per initial agleementofsale origi,ally ag.eed upotr whethet'
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in sepal.ate pot.tions for land and construction cost. We submit that the said luling is

binding on all the officers under SecLion 67 [4) [iii) of the Act. We at'e thetefote

eligible for. payment of tax @ 1%o on the total consideration as per the tnother

agl'eement.

10. we ther.efore l.equest you to kindly drop the ploposal to levy tax undel section 4 (7)

[b) of the Act and on the part of the total considelatioll agreed. we also lequest to

provide us an opportunity ofpersonal hearing to sullstalltiate oul' contentiolls,

Thanking you,

Yours faithfully

for MEHTA & MODI HOMES,

11.
Authorised Signatory

Encl.: As Above
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