GOVZRNMENT OF TELANGANA
COMMERCIAL TAXES DEPARTMENT

NOTICE FOR PENALTY TO A VAT DEALER

Date  Month Year

[0 T 92 12015

Form VAT 203A

01.Tax Office Address:
Assisstart Commissioner (ST,
M.G.Road - 8.D. Road Circle,
Begumpet Division, 4™ Floor,
Pavani Prestige, Ameerpet,
Hyderabad - 500 016,

[ 02TIN ]

36547131584

-

—

03.Name

: M/s. Paramount Builders

Address 5-4-187/344, 2™ Floor, Soham Mansion, M.G.Road, Secunderabad.

Suab: T VAT Act ‘05— M/s Paramount Builders, M.G.Road, Secunderabad - Assessment

completed for the perioc April 2015 to June 2017 — Notice for penalty issued -
Regarding.

Ref. Orders passed in A.O.No. 47012, dated 05-12-2019 in Form VAT 305 by State Tax
Officer -1 (I/¢), MG Road — §D Road Circle, Hyderabad.

Fhdrdh A

M/s. Paramount Builders, M.G.Road, Secunderabad are registered dealers on the
rolls of the Asst. Commissiorer (ST;. M G Road - S D Road Circle, Hyderabad with TIN No.
36547131584, They are engaged in t1e business of Construction and Selling of Apartments.

Their assessment for the period April 2015 to June 2017 under T VAT Act, 2005 was
completed by the undersignec and arrived an under declared tax of Rs. 2,10,008/- as under.

Si.No. Period Under declared tax found
(in Rs.)
1, 01-04-2015 to 31-03-2018 36780
2, 01-04-2016 to 31-03-2017 173228
3 01-04-2017 to 30-06-2017 0
210008

The under declared tax sc arrived is hereby proposed for penalty @ 25% under
section 53 (1) (i) of T VAT Act, 2005 which comes to Rs, §2,502/-.

Hence

penalty of Rs. 5§2,502/-
passed without any furth

you are requested to file written objections if any against the proposed
within (07) days receipt of this notice, failure which the orders will be
er intimation by confirming show cause notice,

(..1[—:‘\1___..._,'?_ A-)_i"--—-, _.,__________J
State Tax Officer-1 (),
MG Road —~ SD Road Circle,
Begumpet Division
State Tax Officer-1
M.G. Road-S.D. Road Cirele,
Hyderabad



FORM VAT 305

GOVERNMENT OF TELANGANA )
COMMERCIALTAXES DEPARTMENT

ORDERS OF ASSESSMENT OF VALUE ADDED TAX

See Rule 25 (5)
Present: M.Karamchand
A.O.No.47012.
TIN No: 36547131 S584/NVAT Audit Dated 05-12-2018

Sub : T VAT Act ‘05 - M/s Paramount Builders, M.G.Road, Secunderabad - Audit /
conducted for the period April 2015 to June 2017 - Show Cause Notice issuej
— Reply called for —Revised show cause notice issued — Reply filed - Personal _
Hearing availed — Orders passed - Regarding.

~ Ref : 1. Notification for Scr tiny of Accounts of VAT in Form VAT 304, dated
14-12-2013
2. Authorization for assessment issued in Admn 1C, dated 03-10-2019 by
Deputy Commiss oner (CT), Hyderabad.

3. Show cause notics in Form VAT 305A, dated 03-10-2019 issued by the
undersigned.

- Revised Show caLse notice, dated 02-11-2019.
- Reply filed by the dealar dated 04-11-2019.
. Perscnal hearing 3ppoitunity availed by the dealer dated 14-11-2019,

~ 000 -

[ NS

M/s Paramount Builders, M.G. Road, Secunderabad are the registered dealer on the
rolls_ of CTO M.G.Roaq-S.D.Road erc!e with TIN No 36547131584 and are engaged in the

Residency at Naga[am Village, Keesara Mar.dal, R.R. Dist. They have opted for composition
schgme under section 4(7)/d) of T VAT Act by filing Form VAT 250, dated 20-03-2013 and
paying taxes at the rate of 5% on 25% of the total consideration received.

Upon authorization of Deouty Commissioner (CT) Begumpet Division they were
servea with Form-VAT-304 to produce the books of accounts. Accordingly the assessee has

ﬁleq the books of accounts and connected records for the period April 2015 to June 2017 for
audit verification as under.

1) Reported Statement as per VAT-200
2) Sales Accounts and Statement
3) Sample Sale deed copias:
4) P&L Accounts. it
4

On verification of books of account submitted by the dealer with reference to the
month_ly VAT-200 Retums filed during the period from 01-04-2015 to 30-06-2017 the

followm_g turnovers are revealed which are proposed to be assessed as per the authorization
Issued in Admn 1C dated 03-10-2019.iri the reference 2™ cited.

oy

1.



Turnovers as per VAT 200 returns. !

S.No. Description 2015-16 2016-17 2917-18 (up
< to June
t 2017)
Purchase Account: :
1. Exempted Purchases | —1 | =
Sales Account:
1. Exempt Sales 11550780 583650 2814750
2. 5% Sales 3850260 1945500 938250
3. Tax @ 5% 192513 97275 46913
4. Total Sales 15401040 778200 3753000
5. Qutput tax 192513 97275 46913
6. VAT Due 192513 97275 46913
7. VAT Paid 190514 27509 46913
8. Balance 1999 69775 0
= Short payment of Rs. 71774/- is noticed.

Turngver variation as per P&L Account {SALE OF FLATS)
SI.No. | Period Construction |tumover | Tumover | Differential | Tax @ 5% |

account liable to tax | liable to | turnover

receipts as|@ 5% as|tax @ 5% | artived

per P&L per P&L as

. VAT
i returns - —
1. 2016-17 12352500 3088125 | 1945500 1142625 57131
Total differential 12352500 3088125 1845500 1142625 57131
tax : .
Dunng the course of audit, the correctness anc completeness of the returns filed

along with payments paid by the dealer are verified with reference to the turnovers recorded

in the books of account maintained by the dealer.

Section 4(7)(d) of VAT Act.

In the light of the judgment in
Secunderabad in WP No 11528 dt 24-04-20
method of tax payment under section
after executing sale deed also. The g

}

On verification of records such as agreement of Sales, Sale deed and Construction
agreement it is noticed that they followed a modus o

agreement of sale with customers for construction a
agreement of sale, they have executed the sale deed
customer for certain amount and for completion of

agreement for construction and received remaining
agreement. They

Ferandi that they first entering into
nd selling of flats. After entenng the
of semi finished flat in favour of
remaining works they have entered

arourt as per the initial or mother
have paid tax @ 5% on the 25% of total consideration received under

the case of M/s Omega Shelters Limited,
15 renderec by Hon'ble High Court of AP, the
4(7)(d) of the Act is agreed for the post construction
ist of the judgment 's as under :



s

1

after execution of a registered deed for the sale of a semi finished structure. Denial of
the benefits of the composition scheme under Section 4(7)(d) to such deaiers, for the
post-sale construction made in terms of the initial agreement is illegal and is contrary
to the provisions of the Vat Act and the rules made there under.

However the dealer is requested to produce all Original agreements of sale, Original

Sale deeds and Original construction agreements for further verification which were
produced on sample basis at the time- of audit.

In view of the above it is proposec. to assess on the following under declared tax for the
period April 2015 to June 2717 as Jndex

1. Short payment of Tax :Rs. 71774-00
2. Tax on under declared turnover: R3. §57131-00
Total : Rs. 128905-00

Accordingly a show cause notice in form VAT 305A, dated 03-10-2018 was issued to
the dealers calling their written objactions if any ; gainst the proposed tax and requested to
Preduce documentary evidence such as alf Originar agreements of sale, Original Sale deeds
and Original con fon agreements with respact to Paramount Residency at Nagaram
Village Keesara Mandal, R.R. Dist. Meanwhile as per the request of the dealer (10) days
extension of time i.e. up to 21-10-2019 was also granted to the assessee and aiso provided
a personal hearing opportunity on 21-10-201 8, 1100 M. But, so far, the assessee neither
submitted any documentary evidence as requestec in the show cause notice nor attended
for personal hearing opportunity. Hence, in the said circumstances, the undersigned has left
with no other option excert estimate the difference sale deed tumover with reference to
Agreerent of sale turnover on best of judgment bzis which is done as under.

Si.No. | Period Sale Estimated Difference ; Proposed to
deed Agreement of | turover tax @ 5%
value ‘gale value | amrived on 25%
' “(Adding 3% ldii’ference
i value on Sass ; tumover
- : deed value)
1 2015-16 9275000 42057590 2782500 ° 34781
2 2016-17__| -2352500 16058250 | — 3705750 46322
2017-18 0 -0 0| 0
3 (April'17 to . '
June’t?) .
[ Total 21627500 28116750 | 6488250 81103

at

e .

Total under declared tax Proposed in the revised show cause notice.

1. Short payment of Tax :Rs.-71774-00

2. Tax on under deciared turnover- Rs. 57131-00

3. Tax on differertial turnover zmived w.r.t Agrsemient of sale turnover Rs.84 103
Total . : : Rs..210008-00
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In light of the above we request you to drop the demand for payments of §l'odfall in
VAT. We are willing to provide any further documents that you away require Please
give us an opportunity for personal hearing.

The above objections of the dealer are verified in the ight of *he p-ovisions of T VAT Act,
2005 and considered as under.

The dealer, in his lefter, has stated that the building sermit for construction of flas in the
project known as Paramount Residency was obtained in 2008 from HMDA and was fully
completed by 2009 and occupancy certificate for all 8 blocks was obtained. This part of
contention of the dealer is verified with submitted copies of (5) Occupancy Certificates
obtained from “Panchayat Secretary, Grama Paachayathi, Nagaram Village. Mdl.
Keesara, Ranga Reddy District” and observed that the same were issued in cortravene
to the rules provided in Andhra Pradesh Building Rules, 2012 issued in G.0.Ms.No.168,
dated 07-04-2012 by Municipal Administration and Urban Development (M) Department,
Government of Andhra Pradesh. As per the Rule 26 (a) of the said rules, Occupancy
Certificate shall be issued by Sanctioning Authority only. The Rule 26 (a) of Andhra
Pradesh Building Rules, 2012 is extracted as under as under for ready reference..

" 26. OCCUPANCY CERTIFICATE:

{a) Occupancy Certificate shah be mandatory for aii buildings. No person shal! ozcupy or
allow any other person to occupy any building or rart of a building for any purpose unless
such building has been granted and Occupancy Certificate by the Sanctioning Authority.
Partial Qccupancy Certificate may be considered by the Sanctioning authority cn merits
Le. fiats / units or area within a complax which have fulfilled all the requirements ir addition
to basic facilities like lifts water supply, sanitation drainage, roads. common iighting elc.

However, in respect of individual buildings in plots up to 100sq. m with height up to 7m
oblaining Occupancy Certificate is optional”.

In view of the above Rule, the Occupancy Certificate shall be issued by the sanctioning
authority and in the present case the sanctiong authority is “The Metropolitan
Commissioner, Hyderabad Metropolitan Developmert authority” since the buildirg permit
for construction of flats in the project was obtained from HMDA n 2006 as submitted by
the dealer. Hence the Occupancy Certificate issued by “Panchayat Secretary Grama
Panchayathi, Nagaram Village, Mdl Keesara, Ranga Reddy District” is treated as invalid.

Further, the dealer has stated that all the sales made after receiving OC, sale deed was
executed for entire consideration and no agreement for construction were made. But in
support, even though they were requested, the dealer has failed to submit the Agreement
of sale (mother document) from which it can be ascertained that whether the sale deed
tumover is showcasing the entire turnover or not and as mentioned in pre para the dealer
has not yet received a valid Occupancy Certificate to claim exemption under the
provisions of T VAT Act, 2005. Hence the proposed tax of Rs. 81103/- in the revised

show cause notice by estimating differential Sale deed turnover by adding 30% value on
Sale deed value stands correct.



Even though the dealer has explained the possible reason

behind the tumnover difference
between IT returns and VAT returns, failed fo submit s

upporting documents such as

as advance amount, the
proposed tax of Rs. 57,131/- for the period 2016-17 is hereby confirmed.

during the notice period, Flats wise, is attached and the total receipts towards sale
consideration for the period was Rs.1,65,48,130/- and towards other non-taxable receipts
was Rs.24,79,885/- and such non-taxable receipts were towards registration charge,
electricity bills, corpus fund and in appropriate authority, electricity board, owners
association, etc. The dealer has submitted that the method adopted for computing
shortfall in payments was not correct. They stated that during the year 2015-2016 they
have paid VAT@ 1.25% on a turnover of Rs. 1,54,01,040 which works out to RS. 1,892,513
aga nst which an amount of Rs.1,90,514 was only shown as paid simitarly for the period
2016-17 they have paid VAT Rs. 27,500 was only shown as paid. They stated that the
details of month wse Fayments of VAT during the year 2015-16 and 2016-17 were

enclosed which stated to show the total tax due of Rs. 1,90,514 for the year 2015-16 and
Rs 37,275 for the year 2016-17 were paid.

The above contention of the dealer is verified with submitted statement of “CATEGORY
NO J1-VAT DETAILS SALE AND REGISTRATION BEFORE 30-06-2017" and as per this
statement during the audit period i.e. April 2015 to June 2017 the dealer has paid only Rs.
1.21,925/- against VAT due whereas it was Rs. 2,64,927/- according to proposed
assessment which was taken from the Axis Bank Challan Posting register. And the
tumnover arrived from this statement for the audit period is Rs. 73,54,000/- only not Rs.
1,65,48.130/- as stated by the dealer. Hence, treating the statement of “CATEGORY
No.C1-VAT DETAILS SALE AND REGISTRATION BEFORE 30-06-2017" as not reliable,

the short payment Froposed for the audit period of Rs. 74 »774i- basing on the turnovers
repcrted in the VAT returns is hereby confirmed.



elements of works contract in such sale. The sale is purely of immovable property. No
agreement of construction has been executed for sales during the notice period

The above contention of the dealer is verified with submitted 15 copies of sale deeds and
noticed that wherein 1 sale deed pertains to 2014-15, 3 sale deeds pertains to 20"8-19. 4
sale deeds pertains to 2019-20 and only 7 sale deeds pertains to the audit period Apri!
2015 to June 2017. As per the submitted copies of :he sale deeds it is not possible to
arrive total value of taxable turnover for the audit period. During the course of audit, as per

the books of accounts, the dealer has produced various statements reporting various
values which are tabulated as under

Sl.No. Petiod | Block & Flat | Sale deed value as per
No. Sale Category | Pararrount | Pararrount Fer te
deeds No.01-VAT | Builders builders in the filed
submitted | details sale| VAT  paid] Financial year jn the letter dt.
and Staterment | 2015-18, 2016- P4-11-2018
registration 17  (contractual receipts
before 30- eceipts) rds  sale
08-2017 [Considaration
1 2015-16 2C - 509 1100000 - - -
2 2015-16 A - 501} 2310000 - 2310000 -
3 2015-16 3C - 505] 1025000 - 1025000 1025000
4 2015-16 A -3041 2000000 - - 2000000
5 2015-16 3G - 206 1000000 - - -
6 : AB02| - 3000000 - 3250000
7 . A-104] - 1900000 1900000 1900000
8 ) D-304| - 1450000 - -
g i 3C-508] - 1000000 1000000 1100000
10 A-304] - I 2000000 2000000 -
Total| 7435000 9350000 8235000 9275000
11 2016-17 2C - 308 1100000 - - -
12 201617 B-407] - 1004000 1004000 -
13 2016-17 2C-503]§ - - - 1575000
14 2016-17 3C-503] - - - 1575000
15 2016-17 A-505] - - - 1612500
18 201617 A-508] - - - 2400000
17 2018-17 B-502] - - - 2400000 1
18 2016-17 B-5091{ — - - 1245000
19 2016-17 D-307 - - 772500
20 2016-17 D-506] - - - 772500
Total| 1100000 | 1004000 4€04000 12352500 .
21 0472017 | D - 307 1070000 - - - |
to i
06/2017
Total | 1070000 ;i - - -
Grand Total | 9605000 | 10354000 9239000 21627500 16548130

As per the above table it is evident that the dealer has produced various tumovers in
various statements. Hence it is not possible to rely upon the books of accounts produced
by the dealer. Therefore, with regard 40 turnover variation, the dealer contention is not
acceptable and proposal made in the notice are hereby confirmed. Further as observed in
the pre para, the Occupancy Certificate issued by “Panchayat Secretary, Grama
Panchayathi, Nagaram Village, Mdl. Keesara, Ranga Reddy District” is not valid for the
reason that the sanctioning authority of the occupancy Certificate shall be the “The
Metropolitan Commissioner, Hyderabad Metropolitad Development authority” since the

building permit for construction of flats in the project was obtained from HMDA in 2006 as
said by the dealer.



In v.iew of the above reasons, the tax proposed for the auy .
2017 is hereby confirmed as under. period L.e. Aprii 2015 to June

Total under declared tax determined:

1. Short payment of Tax :Rs. 7177400
2. Tax on under declared tumover: Rs. 57131-00
3. Tax on differential tumover arrived w.r.t Agreement of sale tumov\‘
Total : Rs. 2,10,008-00 8.81103

In vew of the above, the assessment for the period April 2015 to June

corpleted on an under aeclarac tax of Rs. 2,110,008/~ Ths dealer has to f I8 hereby
of Rs. 2,10,008/- within (10) days from receipt of this order. Failure to maka demand
lnag to recovery proceed ngs under T VAT Act, 2005. - ent wil)

From ths forgoing t is mdicated that the dealer has commiited an offence u,
provisions of T VAT Act. 2005 for which penaity proceedings will be iesued ssparathg

The dealer can file an appeal before Appellate Deputy Commissioner (CT), Panjag.
Division within (30) days of faceiot of this order.

[ T Y r—— - -‘-) -
—m "'-5‘1"; 'y
State Tax Officer -1 (ie)* 7"
M.G. Road — 8.D. Road Circle,

momcer-l

M.G. Pead-E.D. Rong Civals,

Hed~rabgs



’ .

5-4-187/3&4, Il loor, MG Road,
Secunderabad — 500 003.

Paramount Builders Phone: +91-40-66335551

To,

The State Tax Officer -1 (I/c),
M.C. Road - S.D. Road Circle,
Hyderabad.

Date: 08-11-2019

Subject: Written objections to your notice for ass2ssment of VAT.
Refirence: 1. Your notice dated 03-10-2019 tear.ng no. TIN No. 36547131584/VAT/ Audit,
issued to M/s. Paramount Builders.
2. Our application for extension of time to provide details dated 09-10-2019.
3. Our application for extension of time to provide details dated 24-10-2019.
4. Written objections with supporting documents submitted to your office on
04-11-2019.

3. Your revised show cause notice nc.. TIN No. 36547131584/VAT/ Audit dated
02-11-2019 received by us on 06-11-2019.

Sir'Madam,

We have requested for time to file written objec::(ns 2nd to provide supporting documents as

per reference 2 & 3 above. Accordingly we nave fled a detailed written objection on 04-11-
2019 (reference 4 above). A copy of the same is attached herein.

Please note that the period April 2015 to June 2017 for which notice was issued is after

completion of the only housing project taken up by the firm. The housing project was
coripleted in phases in 2009 ana occupancy certificate received.

Since al! the sales during the notice period pert:in to sales made after completion of housing

project, there cannot be any tax liability on suca sales under VAT, as there is no element of
works contract on such a sale.

In :ither case VAT under comrosition scheme at the rate of 1% or 1.25% in a large number
of cases on the insistence of the sub-registrar in that area.

In l:gh't of the above we request you to drop the demand for payment of shortfall in VAT. We
are willing to provide any further documents -hat you may require. Please give us an
opportunity for a personal hearing.

5

Thank You. PR

Yours sincerely, Y st W_,JAS h
R Po Lo Wﬁ

Solk.am Modi.

Pagelcf1l



FORM VAT 305A

GOVERNMENT OF TELANGANA
COMMERCIALTAXES DEPARTMENT

REVISED SHOW CASUE NOTICE FOR ASSESSMENT OF VALUE ADDED TAX
See Rule 25 (5)

TIN No; 36547131584/VAT/Audi . Dated 02-11-2019

Sub : T VAT Act ‘05 -~ M/s Paramount Builders, M.G.Road, Secunderabad -
Audit conducted for the period April 2015 to June 2017 - Show Cause
Notice issued - Reply called for — Dealer has failed to file certain
documentary evidence — Revised show cause notice issued - Regarding.

Ref : 1. Notification for Scrutiny of Accounts of VAT in Form VAT 304, dated
14-12-2018
2. Authorization fo- assessment issued in Admn 1C, dated 03-1 0-2019
by Deputy Commissioner (CT), Hyderabad.
3. Show cause notice issued in Form VAT 305A, dated 03-10-2019
issued by the udersigned.
4. Letter filed by the dealer dated 09-10-2019.

5. Persona hearing opportunity provided on dt. 21-10-2019.
- 000 —

M/s Paramount Builders, M.G. Road, Secunderabad are the registered

On authorization of Deputy Commissioner (CT) Begumpet Division they were
served Form-VAT-304 to producs the books of accounts. Accordingly the assessee

has filed the books of accounts and connected records for the period April 2015 to
June 2017 for audit verification as under.

1) Reported Statement as per VAT-200
2) Sales Accounts and Statement

3) Sample Sale deed copies

4) P&L Acccunts.

On verification of Looks 0* account submitted by the dealer with reference to
the monthly VAT-200 Returns filed during the period from 01-04-2016 to 30-06-2017
the following tumovers arived wnich have been assessed as per the authorization
issued in Admn 1C dated 03-1 0-2319 in the reference 2™ cited.



Jurnovers ag per VAT 200 returns.

S.No. Description 2015-16 !} 2018-17 2017-18 {up
H to June
! 2017)
Purchase Account:
1. Exempted Purchases | - — ] —
Sales Account:

1. Exempt Sales 11550780 5836500 2814750

2. 5% Sales 3850260 1945500 938250 _

3. Tax @ 5% 192513 97275 46913 |

4, Total Sales 15401040 7782000 3753000 |

5. Output tax 192513 97275 46913 1

6. VAT Due 192513 ° 27275 46913

7. VAT Paid 190514 27500 46913~

8. Balance 1999 69775 0,

+ Short payment of Rs. 71774/- is noticed.

Turnover variation as per P&L Account (SALE OF FLATS)

S1.No. | Period Construction | turnover | Turnover | Differential | Tax @
account liable to: fiable to | tumover 5%
receipts as |tax @ 5% , tax @ 5% | arrived
per P&L as per ' as  per

P&L r VAT
| returns

1. 2016-17 12352500 3088125 194550) 1142625 57131

Total differential 12352500 | 3088125 | 1945503 | 1142625: 57131

tax

During the course of audit, the correctness and completeness of the retumns
filed along with payments paid by the dealer is verified with reference to the turnovers
recorded in the books of account maintained by the dealer.

On verification of records such as agreement of Sales, Sale deed anc
Construction agreement it is noticed that they followed a modus operandi that they
first entering into agreement of sale with customers for construction and sellng of
fiats. After entering the agreement of sale, they have executed the sale deed o semi
finished flat in favour of customer for certain amount and for completion of remaining
works they have entered agreement for constructicn and received remaining amount

as per the initial or mother agreement. They have paid tax @ 5% on the 25% of total
consideration received under Section 4(7)(d) of VAT Act.

In the light of the judgment in the case of M/s Omega Shelters Limited,
Secunderabad in WP No 11528 dt 24-04-2015 renderea by Hon'ble High Court of

AP, the method of tax payment under section 4(7)id) of the Act is agreed for the post
construction after executing sale deed also. The gist of the judgment is as under :

“¥ dealers engaged in the construction and sale of residential apartments,
houses, buildings or commercial complexes exerc se the option, and comply
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with the conditions stipula:ed in Section 4(7)(d) and Rule 17(4), they cannot be
denied the benefit of corposition there under for the construction made by
them for the very same person, after execution of a registered deec_! _for the sale
of a semi finished structure. Denial of the benefits of the compos:pon schen'!e
under Section 4(7:(d) to such dealers, for the post-sale construct_lqn made in
terms of the initial agreement is illegal and is contrary to the provisions of the
Vat Act and the rules mad: there under.

However the dealer is requested to produce all Original agreements of sale,
Original Sale deeds and Original construction agreements for further verification
which were produced on sample basis at the time of audit.

In view of the above it is Jroposed to assess on the following under declared
tax tor the period April 2015 to . une 2017 as under :

1. Short payment of Tax :Rs. 71774-00
2. Tax on under ceclarec turnover: Rs. 57131-00
Total : Rs. 128905-00

Accordingly a show caus2 notice in form VAT 305A, dated 03-10-2019 was
issuad to the dealers cailing their written objections if any against the proposed tax
and requested to produce documentary evidence such as all Original agreements of
sale Original Sale deeds and Original construction agreements with respect to
Paramount Residency at Nagaram Village, Keesara Mandal, R.R. Dist. Meanwhile as

per he request of the dealer (12) aays extension of time i.e. up to 21-10-2019 was
also granted to the assessee and also

21_—1 0-2019, 11-00 A.M. But, so far, the assessee neither
ewd—ance' as reques;ed in thg show cause notice nor attended for personal hearing

rence sale deed turnover with reference to Agreement
of sale turnover on best of judgment basis which is done as under.

Sl.No. | Period Sale Estimated Difference Proposed to
deed Agreement of | turnover tax @ 5%
value sale value | arrived on 25%
(Adding 30% difference
vaiue on Sale turnover '
___ .| deed value) |
1 2015-16 9275000 12057500 2782500 34781 ¢
21201617 | 12357500 | 16058250 | 3708750 T " dassn
2017-18 0 0 0 T o]
3 (Aprif'17 to
June'1?7) —
Total 21627500 28115750 6488250 81103 |

Total under declared tax Froposed in the revised show cause notice.

1. Short payment cf Tax *Rs. 71774-00

2. Tax on under declared turnover: Rs. 57131-00

3. T]_axt o!n differential turnove- arrived w.r.t Agreement of sale tumover: Rs.81103
ota

: Rs. 210008-00



The dealer is requested to file the written objectiors if any against the proposed
turnovers within (7) days of receipt of this notice, failure which the orders will be

passed by confirming this show cause notice.
[ S

'Sate Tax Officer-1 (I6) . .© .
M.G.Road - S.D.Road Circle

To,

M/s Paramount Builders,

5-4-187/3 and 4, 2™ Floor, Soham Mansion,
M.G.Road, Secunderabad.



5-4-187/3&4, 11 floor, MG Road,

. Secunderabad — 500 003,
Paramount Builders Phane: +91-40-66335551

To, Date: 04-11-2019
The State Tax Officer -1 {/c),

M.G. Road — S.D. Road Circle,
Hyderabad.

Sir/Madam,
Subject: TVAT Act, 2005-M/s Paramount Builders- Show Cause Notice issued for the period
from April, 2015 to June, 2017-Objections called for-Written objections filed-Reg.

Reference: Your notice dated 03-10-2019 bearing no. TIN No. 36547131584/VAT /Audit.

*Ekkg

We submit that we are in receipt of the notice for assessment of VAT in Form VAT 305A
dated 03-10-2019 proposing to demand a tax of Rs. 1,28,905 for the period from April, 2015
to June. 2017. We request you to kiadly consider our objections on the following grounds:

1. M/s. Paramount Builders has developed only one housing project on land admeasuring
Ac. 3-04 Gts., forming a part of Sy. No. 176, Nagaram Village, Keesara Mandsl, R.R,
District. The building permit for construction of flats in the project known as Paramount
Residency was obtained in 2006 from HMDA.

2. The construction of the housing project was fully completed by 2009 and occupancy
certificate for all 6 blocks was obtained. The copy of the occupancy cerfificate is attached
herein,

3. VAT was paid under composition scheme for all flats sold prior to obtaining occupancy
certificate.

4. OwunderstandingofapplicabilityofVATtosaleofﬂatsisasunderandVATwas
accordingly paid.

not liable for such a payment,

5. I'heturncfverdeclaredinﬂwbooksofaccounts/rrreunnsdownotmatchwithmmova

dedawdiATmNms.T]mmeﬂlodadoptedforHreumnsisasperrulesmdm'theIT
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5-4-187/384, 11 floor, MG Road,

. Secinderabad ~ 500 003,
Paramount Builders Phone: +91-40-66335551

certified copies from the SRO,

8. The meﬂaodadoptedbyyouforcompuﬁngShortfauinpaymentisnotmnecLDurmgthe
year 2015-16 we have paid VAT @1.25% on a turnover of Rs. 1,54,01,040 which works
out to Rs.1,92,513 against which an of Rs, 1,90,514 was only shown as paid. Similarly we

difference in turnover of Rs. 11,42,625 as worked by you does not form turnover and the
proposed levy of tax of Rs, 5,04,528 may please be dropped.

10. During the notice period the majority of the receipts received by Paramount Builders (for
8 flats) were for sale of fully completed flats to M/s. Modj Properties Pvt. Ltd. However
the proposed sale was subsequently cancelled and the amount was refunded to Modi

Pmperﬁ%PvtDtd.?oftheSﬂaiswefelatersoldbyParamolmtBuﬂdemtoﬂairdparﬁes.
Copies ofsuchsalede_edsareattached.

Inliglnot‘theabovewerequestyoumdropthedemandforpaymentofshortfallinVAT.We
arewillingtoprovideanyﬁlrthgrdocmnentsﬂmt}'oumayreqtﬁre. Please give us an
Oppommjtyforapersonalheaﬁng.

Thank You.

-, - "

Rl lg:,d-'f



FORM VAT 305A

GOVERNMENT OF TELANGANA
COMMERCIALTAXES DEPARTMENT

NOTICE FOR ASSESSMENT OF VALUE ADDED TAX
See Rule 25 (5)

TIN No: 36547131584/VAT/Audit Dated 03-10-2019

Sub - T VAT Act ‘05 - M/s Paramount Builders, M.G.Road, Secunderabad -
Audit conducted fcr the period April 2015 to June 2017 - Show Cause
Notice issued — Regarding.

Ref : 1. Notification for Scrutiny of Accounts of VAT in Form VAT 304, dated
14-12-2018
2. Authorization for assessment issued in Admn 1C. dated 03-10-2019
by Deputy Commissioner (CT), Hyderabad.

- 000 -

M/s Paramount Builders. M.G. Road, Secunderabad are the registered
dealer on the rolls of CTO M.G.Road-S.D.Road Circle with TIN No 365471 31584 and
are engaged in the business of Construction and Selling of Apartments in the name &
style of Paramoun: Residency at Nagaram Village, Keesara Mandal, R.R. Dist. They
have opted for composition scheme under section 4(7)(d) of T VAT Act by filing Form
VAT 250, dated 20-03-2013 and paying taxes at the rate of 5% on 25% of the total
co-sideration rece ved.

On authorization of Deputy Commissioner (CT) Begumpet Division they were
served Form-VAT-304 to produce the books of accounts. Accordingly the assessee
has filed the books of accounts and connected records for the period April 2015 to
June 2017 for audit veri‘ication as under.

1) Reported Statement as per VAT-200
2) Sales Accounts anc Statement

3) Sample Sale deed copies

4} P&L Accounts.

On verification o* books of account submitted by the dealer with reference to
the monthly VAT-200 Returns filed during the period from 01-04-2016 to 30-06-2017
the following tumovers arrived which have been assessed as per the authorization
issued in Admn 1C dated 03-10-2019 in the reference 2™ cited.



Turnovers as per VAT 200 returns.

S.No. Description 2015-16 2016-17 2017-18 (up
to June
2017)
Purchase Account:
1. Exempted Purchases | - | =] -
Sales Account:
1. Exempt Sales 11550780 5836500 2814750
2. 5% Sales 3850260 1945500 938250
3. Tax @ 5% 192513 97275 46913
4. Total Sales 15401040 7782000 3753000
5. OQutput tax 192513 97275 46913
6. VAT Due 192513 97275 46913
7. VAT Paid 190514 27500 46913
8. Balance 1999 69775 0
» Short payment of Rs. 71774/- is noticed.
Turnover variation as per P&L Account (SALE OF FLATS)
SL.No. | Period Construction | turnover Turover | Differential | Tax @
account liable to|liable to {turnover |5%

] receipts as |tax @ 5% | tax @ 5% | arrived

; per P&L as per | as per

: P&L VAT

: returns
1. { 2016-17 12352500 | 3088125 1945500 | 1142625 57131
Total differential 12352500 | 3088125| 1945500 | 1142625 57131
tax

During the course of audit, the correctness and comr pleteness of the returns
filed along with payments paid by the dealer is verified with reference to the turnovers
recorded in the books of account maintained by the dealer.

On verification of records such as agreemrent of Sales, Sale deed and
Construction agreement it is noticed that they followed a modus operandi that they
first entering into agreement of sale with customers for construction and selling of
flats. After entering the agreement of sale, they have executad the sale deed of semi
finished flat in favour of customer for certain amount and for completion of remaining
works they have entered agreement for construction and received remaining amount
as per the initial or mother agreement. They have paid tax @ 5% on the 25% of total
consideration received under Section 4(7)(d) of VAT Act.

in the light of the judgment in the case of M/s Omega Shelters Limited,
Secunderabad in WP No 11528 dt 24-04-2015 rendered by Hon'ble High Court of
AP, the method of tax payment under section 4(7)(d) of the Act is agreed for the post
construction after executing sale deed also. The gist of the judgment is as under

"if dealers engaged in the construction and sale of residential apartments,
houses, buildings or commercial complexes exercise the option, and comply
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with the conditions stipulated in Section 4(7)(d) and Rule 17(4), they cannot be
denied the benefit of composition there under for the construction made by
them for the very same person, after execution of 3 registered deed for the sale
of a semi finished structure. Denial of the benefits of the compaosition scheme
under Section 4(7)(d) to such dealers, for the post-sale construction made in
terms of the initial agreement is illegal and is contrary to the provisions of the
Vat Act and the ru es mace there under.

However the dealer is requested to produce all Original agreements of sale,
Onginal Sale deeds and Original construction agreements for further verification
which were produced or sample basis at the time of audit.

In view of the above it is proposed to assess on the following under declared
tax for the period April 2015 to June 2017 as under -

1. Short payment of Tax *Rs. 71774-00
2. Tax on under declared tumover: Rs. 57131-00
Total : Rs. 128905-00

The dealer is requested to file written objections if any against the proposed
turnovers within (7) days of receipt of this notice failing which this notice will be
corfirmed without any further in:imation in this matter. o

BT S S — e

State Tax Officer-1(llc) - -
M.G.Road - §.D.Road Circle

Crinim 3aa W il
v Rod-S D Ryd Chitle
To. “jjderasud
M/s Paramount Builders
5-4-187/3 and 4, 2™ Floor, Soham Mansion,

M.G.Road, Secunderabad.



