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Explanation to the above proposal:

As per the authorization given by the Deputy Commissioner (CT) Begumpet Divn.,

' Form VAT 304 dated: 6/3/2007 conducted audit of accounts. The tax payer is
contractor and opted to pay tax @ 1% on the receivables as per Section 4(7)(d) and
filed Form 250 for the entire project. On verification of books of accounts, at the time of
audit and as per the sales details furnished by the dealer, the dealer has <old vacant
plots by executing sale deed before the Sub-Registrar and paid the Stamp duty
accordingly. Consequent on sale of plot the dealers are entering into separate
agreement for construction and the dealer has paid *he tax @ 1% on the contractual
receipts by excluding cost of iand which was soid sepaiately by sale deed,

The tax paid by the dealer @ 1% on the contractua! receipts as per Sec. 4(7)(d) of
A.P.VAT Act, 2005 is not in Order. Section 4(7)(d) clearly indicates that only a
contractor who involve in construction and selling of residential buildings/apartments
etc.,, may opt for composition in terms of Sec. 4(7)(d). The transaction goes out of
purview of Section 4(7)(d) soon after sale deed is completed. Any works done after sale
‘s to be considered as out of purview of Section 4(7)(d) any construction work

~-andertaken after sale of plot would fall under the provisions of Section 4(7) ( ¢) and the
"\,ontractor is liable to tax @ 4% on the receipts/receivables.

The dealer has paid service tax on his services provided as a contractor, the
service tax component is also added to the turnover and liable for tax @ 4%.

Total VAT Due to the Tax Dept., is Rs. 36,10,728/-

The proposal was explained to the dealers and the dealers have'filed agree'men’f in
Form VAT 301A dated: 20/6/2007 and that orders were passec! in F_o-rm VAT 305
dated: 2/8/2007. However the dealers have at this stag’e ﬁleq a writ petition before the
Hon‘ble High Court vide W.P.No. 19602/2007. The Hon'ble High Court pleased totlsit:e
Orders directing that the assessing authority shall tqe at liberty to issue notice to 'tﬁ
petitioners and to pass appropriate orders after hearing the ’dealers in accorcrilance ﬁ‘” !
the law. Accordingly with due respects to the orders of l—_|on bie.ngh_Cogrt t el pre;-vei?h
S how-Cause notice is issued and requested them to file thfelr c;b]|$Ct|or1t§:ong
d ocumentary evidence, if any, within (7) days from date of receipt of this notice.



Accordingly, a Show-Cause notice in Form VAT 305A was issued and served on
the dealers on 13/12/2007. The dealers have filed a reply on 19/12/2007. On the
request of the dealer a notice was issued on 20/12/2007 requested them to file copies
of initial agreements with the buyers and details of VAT payments. In reply to the
notice, the dealers have personally appeared and filed the required details alongwith
their reply on 18/1/2008.

The reply filed by the dealer, has been examined with reference to the provisions
of AP VAT Act. The dealer has contended that their transaction shall fall under Sec.
4(7)(d) and liable to tax @ 1% and they have paid the same. Authority for clarification
and advance ruling committee in the case of M/s. Mytas Hill County Pvt. Ltd., vide CCT’s
ref. No. PMT/P&L/A.R.Com180/2006 dated: 30/7/2006 has clarified the issue which fali
undef4(7)(d). The issue is similar to the above case and argued that they are liable
for tax @ 1% which they have paid alongwith the VAT monthly returns and requested
.0 drop the proposal to levy tax @ 4%. The reply filed by the dealer has been

A~=>xamined and verified with the initial agreements. The payment of tax by the dealer
Is in Order. However the dealers have paid service tax to the Central Excise
department and not paid the tax on the service tax component. The same is added to

the taxable turnover and levied tax on a turnover of Rs. 51,64,974/- @ 1% as per Sec.
4(7)(d) of APVAT Act. :

The total tax due to the Tax Department: Rs. 51,650-00

A The amount of Rs.51,650/- shall be paid within 30 days of receipt of this uorder. Failure
to make the payment will result in recovery proceedings under the AP VAT Act 2005.

An Appeal against this order can be filed before the Appellate Deputy
Commissioner within 30 days of receipt of this order,

Commercidl Tax Officer (Audit)

Begumpet Divn.Hyderabad.

Commercial Tax Officer (Audit)
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