Tax Office Address: Date Month Year
Commercial Tax Officer {INT) AT ? 1}%\_ 19 | 03 l 2013

©O/o The Deputy Commissioner (CT} | " . r - ‘
Beg}:lmpet Divi§i0n., Hy’derabad : P28 l 8 } .+i 21 ' s l SL 8 I 9 l 4}
V1 Fioor Pavani Prestige, ]

Ameerpet, Hyderabad _ TIN

,_BS.Name M/s MEHTA AND MODI HOMES,

P~ | Address : Door No 5-4.187/3 & 4, M.G. Road, Sec’bad.
P~ Examination of your teoorids om £0.02-2013 has shown that the correct
amounrt of Value Added Tax have not been declared in the VAT 200
Peturns listed below. Under the provisions of APVAT Act, 2005 the
following tax amounts are assessed for the tax period Shown below:
Period I on tput / Declared Found Under
I .. Correct Declared
2009 - 10 T44967 7e 75 1344675 895000
 2010-11 2496310 1561000
2011 -12 | 3104249 1707000
2012-13 832559 322000
- i . NetTaxDue 44,85,000/-
{ Rupees Forty Four Lakhs Eighty Five Thousand only)
Explanation for the above
. M/s Mehta and Medi Howmes, 5-4-187/05 & 4, M.G. Road, Sec -
-~ Rad are builders copnsiructing and selling of independent residential

villas in fully develuoped / operativnal gated housing complex at IDA
Cherlapally and paving tax @ 4% on 25% of sale consideration. In this
gated housing complex thev arc laying Bitumin roads, constructing club
houses, swimming puols. drains, parks, electricity, ete. They have started
paying tax from 2006-07. As per Deputy Commissioner (CT), Begumpet
Divisien audit authorization in ADM 1B No 0121128093283 dt:
20 ] 2012 issued and served VAT 304 notice on 29.11.2012 to Sn Jaya
Prakash, accounts officer of the company to keep ready of their business
records for VAT zudit to he held on 11.12.2012. After taking
ad fo Ang business r .
adiournment they filed following business records C Con o
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Statement of sale details of villas where VAT is paid from the
starting of projcct

Statement of ur: - 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 Accouriiant

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

Copy of agreements for construction with buyers Sri Prashanth
Benerji, Ramesh Chanda, Anil Kongeri.

On verification of the above documents it is noticed that they
are selling land / plei separately and entering separate agreement
for constructinn 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 casc of
M/ 5 Nobel Properties, Bajanra hills, Hvderabad it was clarified that
agreement for coastruction 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)
L.td, it was clarified that on a land already owned by the customer
and the applicant has no rights to sell or to register the housing
unit. such transactions does nol comme within the preview of
construction and selling of residential houses. Further the tax rate
of 4% on 25% nf the consideration received is specifically linked to
consideration received or receivable or market value fixed for the
vurpose of stamp duiy as clarified in advance ruling no
CCT/PMT/P&L/AR COM/566/2005 dt: 18.05.2006in the case of
M/5 Kashi kKanchan, Tirmulghecry. Hence this is a normal works
contract atiracise provisions under clause {a) and clause (¢} of
sub — sections {7) of scotion (4] of the APVAT Act. Whereas the
assesse is paving lax @ 4 / 5% on 25% value of total sale
consideration of viiia as per soction 4 i7) {d) of APVAT Act 2005
which is againat the clarification cited sbove which are binding on
rhis assessing authortiv Hence it is propesed to reject the payment
of VAT tax due b assesse 1/s 4 (7Y {d) and proposed to levy tax
U/js 4 (7) {bla 4 ¢ 5% on total consideration received on building
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construction charges as worked out below from 2009-10 to 2011-

12.
e {Figures Rs. In Lakh
S.No Description | 2009-10 | 20i0-11 | ‘"“'ég.m 1-12 2012-13 (
- |
_ LT, [Sp, S up to Sep)
; {upto | (After
1 T (U S N S Sep 15} | Sep 15)
Turnover i 449.67 935.31 1041.63 { 355.61 449.67
declared ; i ' '
2 Tax paid @ 4 /5% 1443 77 938 104
L4, . 41 4.44
on 25% value of | 6-38
{1} o :
3 No of villas sold | 14 No s t 26 Nos | 22Nos | 9 Nos 8 No s
4 Estimatec C 33 Y : 0)
. 33600 ¢ 624.00 | @_}_ 216.00 192.00 —
turnover of ; i CIg @ !

construction 4
Rs: 24,0C,L00)5

rm_xm_"ew @W 1__@9»] e 57| &S,

|5 ] Taxproposed.w S 1344 2406 | 2102 | 1080 566 =/ I
. 4—:‘_)“0 1,‘3"1;!] 1 |- ,;.is - i ; - ,
BT B A U A A TN S
i 6 ! Under decleced . £.95 1561 1G.7 ) i 6.36 3.22 = 4-9"%

! : tax !

Tihius they have under declared total output tax of Rs: 44.85 lakhs
from 2009 — 10 to %012 - 13 (up to sep) as worked out above as per the
discussion made supia. :

In view of thie above it is proposed to assess them total under
declared output tax of Rs: 44.85 Lakhs and issued VAT 305 A
assessinent notice as per 'L"'c‘:puty Commissioner (CT) Begumpet Division
assessment authorization in ADM 1C 20130223525462 dt: 23.02.2013.

_ Accordingly & VAT 305 A npotice dt: 23-02-2013 was issued and
served on thf’ assesse on 23.02.2012 requesting them to file written
objections if any within {151 davs of yeceipt of the notice. On 12.03. 2013
Sri M. Jaya Prakash, accounts oflicer of the conpany filed letter raising
following objections.

1) That advance ruiing in hMys Nobel Properties is not applicable to
their case as they enter mmal agreement for sale of villa along with
land. As per clarification in second para B above they are eligible to
pay 1% tax on total consideration.

2) That ruling in sccond part of VPL Projects {P) Ltd, is applicable to
them and hence payiment of 1% of tax on total consideration is in

order. .. 'f'gL/l
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3) That advance ruling m M/s Kashi Kanchan is in respect of land
s AR WS A 5 M - T M 3
developers and 1% rate is specially linked to consideration for the
purpose of stamp duty. They stated that as per their initial

agreement they frave every right to sell such property hence this
ruling is not applicable to them.

4) That they enier agreement wiith prospecﬁve buyers for sale of proto
¥be bungaiows with certain amenities and total consideration
consists of cost of land, development of tuand, cost of construction
of bungalow and thev paid 1% on this receipts as per ruling in M/s
Mytas dt: 30.07.20006 and enclosed copy.

9) That. they are eligible to pay 1% tax whether consideration received
I composile manner or  separate  towards  land cost and
construction cost,

) o)

6) Thai ajfter repisiering land by a sale deed and there 1s no
t‘n!wf‘*c;'mn{' reglsiration after completion of construction also they
are cligible to pav wn 1% tax on total consideration.

7} That even though they are separately entering agreement for
conniruction and for develeprient charges subsequently they are
paving tax oo 1% on total of these two agirecments.

8) That o per Myvias ru!irvg they are paying tax @ 1% on total
constderetion of I cost and construction cost hence requested
to drop proposal of tax U ,' 54 {7) (b).

In persepal heasing on 16.03.2013 8ri M. Jayva Prakash, G. Kanka

Rao of the company and Sri 2.S.Ram kumar, C.A.authorized tax

WA,LP. consultant also reiterated the same conteniion. Rurther they stated

; A that they are no: registering oviginel / nutial agreement at suly —
M e\]\ //" —->)’R_eg lar tul ol sobrgided any evidence tu this effect. In very few
W vﬂ( CASCE 1hw¢y regisioed constrizciion agreamannt at Sub Registar. The
f\“é'-— P&-R contenvion of assesse 2 examined carefully in the light of advance
{E\l_“’ rulines ciied. As wer ruling in M/ s Nobel Properties only construction
and =eliirre of vilins aleng with land in a single deed will fall under

section 4 (7} {d}. Further if the agreement for construction of villas on

the 1and sold by the appiicant (o the buyer doesn’t fall under section 4

(7) &P haut fails vider s=etior 4 {7) (¢} if opts composition and 5% of

VAT o ihe fodai coopaideration recelved o construction of buildings.

In their case thers s po single ssle deed of land and buildings hence

thev docsn 't conie under secton 4 (7)) (d}. 'n M/s VPL Projects (P) Ltd,

for cuoery no (41 1 was clarified that if the applicant is executing the

conetractions =f hegzes in a land already ~wned by the customer and

the cpphbeant bas no nghls w register the housing unit such
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transaction deess’t come within preview of construction and selling of
house hence doesnt fall U/s 4 (7} {d). Further for query (3) if the
houses either in s2mi finished or finished condition are sold by an
initia) agreement of sales and subsequently by a sale deed wherein
the applicant is having right to sell and receive the consideration
whereas in their case only plot is sold and there is no right to sell
subsequently hence this ruling in querv (3} is not applicable to them.

fn M/s Kashi Kanchan it was clarified that only in respect of
buitders and developers who have right to seli such houses section 4
(7) id) is applicable. Further rate of 4% on 25% of consideration
received or receivable or market vaiue fixed for the purpose of stamp
duty total stamp duty is onilected . on houses including on land
whereas in their case oniv on land cost stamp duty is paid hence
section 4 {7) {d} is nor applicable to them.

n M/s Mytss Hill County () Lid. it was clarified that where the
land and houss constricted there on are seld through a single deed
section 4 (7} {d) applicable. In respect of where the land is first sold
and o comstenetzon aerecnient regmstered with Sub — Registar section 4
(7} i} s applit:a"u‘.'«'— i lad down in the intual agreement of sale
wherzas they bave oot subsuitted any evidence of registering of
consiruction agiesment so far. Further (3} constructions agreements
menticned in VAT 305 A notice also noat registered with Sub -
Regisiar. in personal hearing 41 16.03.2013 alsn they stated that very
few construction agreements are rvegistered with Sub - Registar.
Hence the facts of A Ju afvras Hil Counwy {7 Lich, are different to the
applizant own case Lo e ruiing 03 situasien (2} and (3) of the same is
not applicable i6 the aszesse as they ave not registering single deed
for i;fnlu' and house and also net registering consiruction agreement
with Sub - Registar hence the ruling in M/s Mytas Hills County (P)
Ltd is niot app!i:'-a.’;ie; to ausesse case as facts arve different. In view of
tatest clarification ) Mi/s Nobel Properties and M/s VPL Projects (P)
Ltd angd disenszion mads sunta in respect of M/s Mytas Hills County
(P} Lt ihe comtention of assesse Is rejected and propc.)sal of ta_x @4/
S% Ujs 4 (7} { ¢ ) on composition eof coinsideration received on
consiruction cost os proposed in VAT 305 dt 23.02.2013. is here by
confirimed amd ssued VAT 305 assessrasnt potification with under
declared ootput e of Kz 44 85,000/ - as dotatled below,
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There are no Inter - Soate sales.

The demand-of Rs: 44 85,000/ - shall be paid within (7) days of this
order as they aireudy availed 1ime in filing Lbusiness records for VAT
304 audit initaticr notice dt. 29.11.2012 and granting (15) days time
in assessment notice.

NOTE: An appeal aganst Liese orders lies to the Appellate Deputy
Commissioner {CT) Punjagutta Division, within (30) days from
ihe date of receipt of these orders.
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COMMEECIAL TAX OFFICER (INT)
BEGIMPET DIVISION HYDERABAD

Commerclal Tax Officer (INT.)
O/o. The Deputy Commissioner {CT)
Begumpet Division, Hyderabad.



