
MEHTA & MODI HOMES
# 5-4-'18713 & 4, IInd Floor, Soham Mansion, N4 G. Road. Sectrtrderabad - 5(xxx)l

Phone: +9t -40-66335551, Fa\ 0+0-?75-14051J

Dare: 12.03,2 013

To,
The Commercial Tax Officer' (lNTJ,

Begulnpet Division,
Hydelabad.

S ir,
Sub: APVAT Act'2005 - M/s. Mehta & Mocli Honres, Secutrderabad - Notice of

Assessmetttof Value Added Tax in Fornr VAT 3 05A - Assessnlellt yea l'

2009-10 Lo2072-!3 (upto September'ZOl2) - Obiections called for'- Ileply

sublnitted - Reg.

Rei 1J Notice of Assessment in folm VAT 3 0 5A dated 23'd Februaly 2 013'

*+**

lJWesubrrritthatweat.einl.eceiptofnoticeofassessmetttinFol.rrrVA.f305Adated
23/OZ/2013 pr.oposi.g to levy tix @ 4o/o / 5o/o on t5e .eceipts tttrdet'secttotr 4(71(b )

or npver acf z oo5, for the years 2 009- 10 to 2012-13 (up ro Seprember'2 012) r'ely ing

olrtheadvancer.ulingsissuedinthecaseofM/s.NobelPl.opelties,Ban'jar.a.Hil|sdatecl
15/Ogl2Ol2, M/s. VFI Projects Pvt. Ltd., dated Ol/2/2OO7 and M/s l(ashi Kanclrarr

Tiluntulghen'y daLed lBlOi/2006 against the payurent nrade by tts ttuder Sectiott 4

(71 (d) ; re said Act. iv" i."qr"rt io kitrdly consider. oLu. ful'thel objections on the

following grounds:-

3] In the notice it is stated that we are selling lancl / plot and entel'illg into separaLe
' 

agleement for constl'uction of villa altd paying tax under sectiot.t 4(7) (d] arrcl it is

sLed tltat our payment under section 4 (7) (d) is againsr the clalification issued in

the above mentioned Advance Rulings.

2) We subrnit that we at.e engaged in the business oI constl uction ancl sellirrg of

independent lesidential vittas in n:tty developed / opelational gated housing conlplex

at IDA, Char'lapalli, and opted for piynreut of tax undet' colnposition undel Sec.4[7)

1i1of if," aevef Act. We'have aectaiea tlre tu.'ove. r'elating to constrttction altd-sale

of ,illas in the monthly vAT Ietulns ancl paicl the tax on the all.lounts receiverl h otlr

the customets @ 1%o

4)Inthelroticeitwasstatedtlratasper.tlreAdvalrceRulil]Egivellitrthecase-ol
M/s.Nobel pl.oper.ties, Banjar.a Hilli claLed 1,5/09/2012, ir was cla.iliecl that

agl.eement for. cLnstr.uction villa and tl.re la.cl sold by the builde. to tlre btrye. will fall

,"nderS.c.a(7)(b)ofAPVATActtaxable@4o/oonthetotalconsidel.atiol]t.eceivecl.We
submittlrattlrisadvancerulingisnotapplicabletooul.Caseasweel]tefinitial
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agreement for sale of villa/apal'tment along with land for a specific arnount where as
in the above advance t uling thel e is no initial agl eement as in our case. Wesubnritthat
as per clal'ification given in tlte second para B above we are rightly etigible for payDrent oF tax
@ lo/o on the total consideration under section a(7) (rt) o[the Act as we have enteled into one
single agreement for the sale of Villa along with land.

5. In the case of VPL Projects P Limited in Advance Rullng No.165/2006 dated 1..2.2007,
it has been clalified as follows:-

"3. Whether the houses eithel'in semi finished condition or'finished condition ale sold
by an initial agleement of sale and subsequently by a sale deed whelein tl.re applicant
is having right to sell and leceive the considelation from the prospective buyer', suE!:
anansement becomes a tliDartite aslee merrt I owner of land developer and
r-ir.nsneativp hr rver nf lrnrr< unit anrl rl a tnt:l enn cidar'. ti^rr ra.p cl fro
nlosoective buyer will have to be taken iuto consideration and in case cotrlpositiotl
underclauseId]ofsubsection(7)ofSection4isalleadyoptedbytheapPlicant,
the tax at 1% of the total considetation leceived needs to be paid eitlrer.directly by
tlre developet' ol' the way of collection of tax at the time oF l'egistl'ation before the Sub

Registl'ar'. The total considelation agreed upon ol' malket value fot' legistration
whichevel is highel must be taken into considel'ation by payment of 1%o tax if the

developel opted fol' composition."

5.11n the above advance luling it was clearly stated when tlre houses either in the setrti

finished condition or finished condition ate sold by an initial agl'eemellt of sale atrd

subsequently by a sale deed it beconres a tt ipartite agleement and in the case of
option undet. composition under sec a(7)[d] the payment of tax @ 1olo oD the total
consider.ation received is to be paid. In out case also we have opted for composition
under. Sec a[7)[d) and the r.uling given in the second part of tlre advar]ce ruling is

directly appiicatl" to ,t. Hence the paynrent of tax @ 7%o / 1.25%o o. the total

cotrsideration is in order'.

6. ln the notice youl.good selves further.r.elied on the Advance Ruling in ccT's Rel No.

PMT/P&L/A.R. Com/566/2005 dated 1B-05-2005 itr the case of M/s Kashi l(atrchan,

Tirumalghery. ln this case the Department has give[ a clalificatiotr that the pt ovisiotrs
of composition under clause (dJ sub section [7) of Section 4 of APVAT Act, 2005 are

a ppl icable only in lespect of land developels who lrave right to sell such cotrstrr.lcted

apartments, houses, buildings ol' commet'cial complexes. lt was also cla|ified that the

tax Iate of 4o/o of 25o/o of the considetation received is specifically linl<ed to
consideration or market value fixed for the put'pose of statnp duty. In ottt case we

Irave sold the villas along with the land as pel' tlre initial agt eement i.e, motllel'
agreement and we have evely l'ight to sell such plopel ty. Thus tlre above advance

l'uling is not a pplicable to us,
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7 We submit thaf oul' ti ansactions are totally nrisconceived and misundet.stood by your
good self We subnrit that in the coul'se of ouI business we ilr tlle first instance eutet'
into agreement with oul' plospective buyels for- sale of independent Bungalows of
similal size, similal' elevation, same coloul scheme etc., along with certain anrenities.
The agleernent of sale consists of the considelation l'eceived tlrrough sale of larrcl,
development chal ges of land and cost of construction of the bungalow. We have paid
Y AT @ lo/o on tlre total considel'ation leceived frorn these thlee componerlts of l-he

agleement by following the advance luling given in the case of M/s. Maytas. ln the
said Advance Ruling dated 30/07 /2006 tlre luling is given as under:-

7.1 The applicant shall be eligible fot compositiotr undel Section a(7) (cll to pay tax @ 4o/o

otr 25o/o of the total considel'ation origitrally agt eed upon wlrether received in
c.omposite manner or in separate portions towards land cost and construction
cost.

7.2 Tl.re applicant is not eligible to opt to pa! 4o/o of 25o/o cotrsidet'ation received towal cls

collstl.uction cast by excluding cost of land though it could be legisteled sepal ately at
any stage,

7.3 lf the pt.operty is register.ed orrly as a land through a sale deed itr the second categofy

of tt.ansactions explained by the applicant and thet'e is no subsequetlt legistl'atioll
after. completion of constl.uctioll, the applicant shall ensul'e paymellt of 1olo of total
considetaiion l'eceived ol' receivable (as pel' initiat agleelnent of sale) by way of
demand draft in favour of cTo/ Asst. Cornnrissionet concerned at the tinre of
executiou of sale deed before Sub- Registt'at'as ptesclibed in clause (iJ ofsLrb lule (4.J

of Rule 17 of APVAT Rules,2005

8 Copy of the said Advance Ruling is tret'e with enclosed fot' t'eacly t-efet etrce. Ft-ont Lhe

above Ruling it is quite clear that if the propet ty is legislet ed only as a latrd tltl ough a

sale deed and t[ere is no subsequent registlatiorl aftel cornpletiotr ofcoustl uction we

shall ensure paymentof1%o oftotal considetatiotr leceived ot'teceivable as l)el the

ir.ritial agreement of sale. We submit that we entel into agleelnent of sale with ottt'

p.osp".iit " buyer.s wher.e in the sale value of land, developnrent charges o[ larttl [ot'

iayingof1oads, drains, parks etc., and cost ofconstl uctioll ale mentioned irr this single

docunrent ofsale agreemeirt. Even thougl.r we eutel ir)to agreet)rent fol constl uction
and agreement for development charges subsequetrtly the allrou nt ntetrtiotred itl these

two agl'eements are already shown in the oliginal agt eetlretlt of sale attd we have pard

VAT @ 1% on the total consideration received as pet'the oliginal agleertletltof sale.

Tlrus tlre payment oftax @ lo/o by us is as pet'the provisiotrs ofSectiorr 4(7) (dl

9. We subtnit that the Advance Ruling Authority itr the above l'Lrling witholrt arry

ambiguity has cleat'ly given the luling thar VAT has to be paid @ lVo ott tlle total
consider.ation r.eceived as pel. initial agleement of sale ot-igiually agr-eed ttpou whether-
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ln separate portions for land and constluction cost. We submit that tlre said ruling rsbinding on ali the officers under sectio, 67 t4) (iii) of rlre Act. we are ther.eforeeligible for payment of tax @ 1olo on tlre total'consider.ation as per. the r1ot6er.
agt'eement.

10 we the'efore l'equest you to kindry drop tlre p'oposal to revy tax under- section 4 [7J
[bJ of the Act and on trre pal't of tl.re toial consideration agr.eed. we arso l.equest to
p.ovide us an opportunity ofpersonal hea'i,g to srbsta,tiate our.cor)tentiorls.

Thanl<ing you,

Yours faithfully

foI MEHTA & MODI HOMES,

MEHTA & MODI
# 5-4-l8l/3 & 4, IInd Floor, Soham Mansion. M.G

Phone: r 9l -.10-66135551. Fir: ()tu_27

HOMES
Road.Secunderabad 50OO()3
54.t 0-5 8
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11.
Authorised Signatory

Encl.: As Above
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