
R7I

a
o

GOVERNMENT OF TELANGANA
COMIVIERCIAL TAXES DEPARTMENT

NOTI CE FOR ALTY TO AVATD LER

1-04-2017 to 3C-06-2017

10 12 2019

1418019

-',1j -. .-!*- ------''
State Tax Officer-.I iy"l,
MG Road - SD Road Circle.
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Form VAT 2034

01.Tax O+fice Address:
Assisstant Commissioner (ST)
M.G.Road - S.D. Road Circte,
Begumpet Division, 4h Floor,
Pavani Prestige, Ameerpet,
Hyderabad - 500 0'16.

o3.Name M/s. Modi & \ilodi Constructions

Adcress 54-1871344,2d Floor, Soham Mansion, M G.Road, Secunderabad

Sl.No Period

01-01-2014 to 31 -03-2014

3 01-04-2015 to 31-03-2 016

01-04-20'14 to 31-03-2015

01-04-2016 to 3i -03-2017

Srb: T VAT Act '05 - M/s Modi & Modi Constructions, M.G.Road, Secunderabad -
Assessment comgleted .or the period January ZO14 to June io17 _ Notice for
penalty lssued - Regarding.

Ref: Orders passed in A.O,No. 47202, dated O9-12-20j9 in Form VAT 305 by State Tax
Officer -1 (Uc), MG Road - SD Road Circle, Hyderabad.

M/s. Paramoult Builders, M.G.Road, Secunderabad are registered dealers on the
rolls of tne Asst. Commissior.er (ST), M G Road _ S D Road Circte, Hyderabad with TIN No.
3689409/186. They are engaged in t'te business of Construction and lndependent Houses.

Thelr assessment for the period January to June 2017 under T VAT Ac{, 2OO5 was
complet€d by the unders gnod and arrived an under declared tax of Rs. 14,1g,019/- as under.

0

The under declareC tax sc anived is hereby proposed for penalty @ 25olo undersection 53 (1) (ii) of T VAT Act, 2OO5 which comes to i". sil,sOSl_. '-

Hence you are reques:ed to file written objections if any against the proposedpenalty of.Rs. 3,54,s0s/- with n (07) rays receipt of this notice. Liiure wnicn the orders wifl bepassed rithout any further intimation ty confirming show cause notice.

02,TIN 36894097186
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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.47202.
TIN No: 368940971 864/AT/Audit

Sub : T VAT Act '05 - M/s Modi & Modi Constructions, M.G.Road -
Secunderabad - i\udit conducted for the period January 2014 to June
2017 - Certain variations noticed - Show Cause Notice issued -
Dealer has failed 'o file certain documentary evidence - Revised show
cause notice issueJ - Dealer has filed reply - Availed personal hearing -
Orders passed - Regarding.

Ref :1.

2.

3.

4.

4.
5.

Notification for Scrutiny of Accounts of VAT in Form VAT 304, dated
14-12-2018

Authorization rcr assessment issued in Admn 1C, dated 03-1 0-201 9
by Deputy Commissioner (CT), Hyderabad.

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

Revised shojv cause notice issued dated 02-11-2019 by the
undersigned.
Object ons filed by the dealer vide letter dated 04-11-2019
Personal hearing opportunity provided on dt. 14-11-2019.

-oOo-

On authorization of 3eputy Commissioner (CT) Begumpet Division the
assessee was served :orm-VAT-304 to produce the books of accounts. Accordingly
they have filed their books of accounts and connected records for the period January
2014 to June 20'17 for audit verification as under.

Copy of For'm VAT 250
Sales Statement
Sample Sa e deed copies
P&L Accounts.

1

1)

2)
3)
4)

Dated 09-12-20'19

M/s Modi & Modi Constructions, M.G.Road, Secunderabad are the registered
dealer on the rolls of CTO M.G.Road-S.D.Road Circle with TIN No 36894097.186 and
are engaged in the business cf Construction of lndependent Houses/ Row Houses in
the name and style ol Nilgiri Homes at Rampally village, Keesara Mandal, Ranga
Reddy District. They have opted for composition scheme under section 4(7)(d) of T
VAT Act by filing Form VAT t:50, dated 20-03-2013 and paying taxes at the rate of
Sclo on 25o/o of the total consideration received.



on verification of books of account submitted by the dealer with reference to
the monthly vAT-200 Returns filed during the period from January 2014 to June 20j7
the following turnovers are arrived which have been assessed as per t1e
authorization issued in Admn 1c dated 03-'r0-2019 in the reference 2nd cited.

S
No

Purchase Account:

Sales Account:

Total Sales

. Short payment of Rs. 333024/- is noticed.

Turnover as oer P&L Accounts (SALE OF FLATS

:r015-1e
2016-17 2017-18

(up to
June
2017

0

14340000 28550250 8606250
6620250 9516750 2868750

33101 3 475838
20960250 38067000

331013 475838
331013 475838
33101 3 142814

0 333024

0 0

Turnover
liable to tax
@ 5olo as
per VAT
returns

3840588
6e20250
9516750
2868750

Differential
turnover
arrived

Tax @ 5%

0 0

1

2

Description
2013-14
(0112o14
to
03t2014

2014-2015

1 Exempted
Purchases

0 0

1 Exempt Sales 0 15121763
2 5% Sales 0 3840588
c Tax @ 5% 0

0 18962351
5. i Output tax 0 192029
6. I VAT DUe 0 192029
7 VAT Paid 0 192029
I Balance 0 0

143438
1 1475000

143438

143438
0

Sl. No Period Constructi
on account
receipts as
per P&L

turnover
liable to
tax @ 5%
as per
P&L

1 2013-14
(0112014-
0312014\

0 0 0

2014-15 26007241 6501810 2661222
1 2015-16 36823350 9205838 2585588

2016-17 49492000 12373000 2856250
? 2017-18

(Apr'17 to
Jun'17)

19425000 4856250 1987500

differentialTotal
tax

1317 47 591 32936898 1009056022€46338

Turnovers as per VAT 200 returns.

4.

1

1

192029

143438

2.

504528



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

On verification of sample records produced, such as agreement 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
executed the sale deed of semi finrshed flat in favour of customer for certain amount
and for completion of reraininE works they have entered agreement for construction
ano received remaining amount as per the initial or mother agreement. They have
parJ tax @ 5% on the 25% of total consideratron received under Section 4(7)(d) of
VAT Act.

ln the light of the judgrnent 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(7Xd) of the Act is agreed for the post
construction after executing sal,: deed also. The gist of the judgment is as under

.lf dealers engaged in tne construction and sale of residential apartments,
houses, buildings or commercial complexes exercise the option, and comply
with the conditions stipulated in Section 4(7)(d) and Rule 17(4), they cannot be
denied the benefit of coTlposition there under for the construction made by
them for the very same pr:rson, 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 dealers, for the post-sale construction made in
terms of the initia agreement is illegal and is contrary to the provisions of the
Vat Act and the rules made there under.

However the dea er 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.

ln view of the above it is proposed to assess on the following under declared
tax forthe period January 2014 to June 2017 as under:

1. Short payment ofTa:< of : Rs. 333024-00
2. Tax on under declared Turnover: Rs. 504529-00

Total : Rs.837552-00
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Accordingly a show cause notice in form VAT 3054, dated 03-10_2019 was
issued to the dealers calling their written ob,iections if any against the proposed tax
and requested to produce documentary evidence such as a[ originar agreements of
sale, original Sale deeds and original construclion agreements with respect to Nilgiri
Hcmes (independent Houses) at Rampaly Vi age, Keesara Mandar, Ranga ReJdy
District. Meanwhile as per the request of the dealer (10) days extension of time i.e.
up to 21-10-2019 was arso granted to the assessee and arso provided a personar
hearing opportunity on 21-10-2019, 11-oo A.M. But, so far, the assessee neither



Estimated
Agreement of
sale value
(Adding 30%
value on Sale

Difference
tumover
arrived

Proposed to
tax @ 5%
on 25o/o
difference

Further, while issuing show cause notice a turnover of Rs
proposed by oversight which is now being proposed as under.

deed value
, turnover

96?93
7743462

33809413 7802172 97527
47870355 I 1047005 138088
64339600 '14847600 '185595

5827500 72843

204826870 590846

2,58.11,540/- is not

Turnover as oer P&L Accounts (SALE OF FLATS)

Turnover
liable to tax
@5%asper VAT
returns

Tax @ 5o/o

322645

322645

0

0

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

1. Short payment ofTax : Rs. 33302a-00
2. Tax on under declared turnover : Rs. 82717-2-00 (Rs.504S28+Rs.32264S)
3. Taxon differential turnover arrived w.r.t Agreement oisale turnover: Rs.590i|4€-00Total : Rs. 17,51,043_00

Accordingly a revised show cause notace dated o2-11-2019 was issued to:he
dealers.calling their written objections if any against he proposed turnovers. ln iefly
the dealer has filed a letter dated 04-11-2019 referrirg to show cause notice issued
dated 03-10-2019 and filed another letter dated og-1 1-2ol 9 referring to revised show
cause notice issued dated 02-11-2019 wherein the dealer has stat;d that they have
already filed detailed written objections in their letter dated 04-.11-2019. And at rhe
time of personal hearing availed on dt. 14-11-2019 while referring to the proposals
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Sl. No Period Sale deed
value

1 25811540

2014-15 26007241
1 201 5-16 36823350

2016-17 49492000
2017-18
(April'17 to
Jqne'17)

19425000

Total 157559,t 3.1

Sl. No. Period Constructi
on account
receipts as
per P&L

turnover
liable to
lax @ 5o/o

as per
P&L

1 2013-14
(01t2014-
03t2014)

25811540 6452885

differentialTotal
tax

258'1 1540 6452885

6452885

6452885

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 except estimate the difference sale deed
turnover with reference to Agreement of sare turncver on best of judgment basis
which is done as under.

0112014 to
03t2014

33555002

a
25252500

47267739

Differential
turnover
arrrved



made in the show cause notice and as well as to the revised show cause notice they
have reiterated the contentions filed in the letter dated O4-11-2019.

The objections filed by the dealer are summarised, verified and considered
as under.

They submitted that Mts. Modi & Modi Constructions has developed only one
housing project on lano admeasuring Ac. 6-28 Gts., forming a paft of Sy. Nos.
128,129,133 anC 136,qamplaly Village, Keesara Mandal, R.R, District. The
building permit for construction of vitlaltownhouses in the project known as
Nilgiris Homes was obt)ined in 2007 from HMDA. The project consisted of gs
villasrtownhousas and the construction of the housing proiect was fully
completed ,n pnases trom 2010 to 2013. Chaded Engineer cedificate was
obtained at time of cofitpletion of each villa/townhouse. A summary of date of
completion as per chafted engineer ceiificate is attach herein. 10 samp/es
cenificates are encloseT herein.

The completion certificate issued by the Chartered Engineer is verified and
observed that the same were issued in contravene to the rules provided in Andhra
Pradesh Building Rules, 21112 issued in G.O.MS.No.168, dated 07 -04-2012 by
Municipal Administration anl Urban Development (M) Department, Government of
Andhra Pradesh. As per the Rule 26 (a) of the said rules, Occupancy Certificate
shall be issued by Sanction ng Authority only. The Rule 26 (a) of Andhra pradesh
Building Rules, 2012 is extracted as under for ready reference.

" 26, OCCUPANCY CTiRTIFICATE:
(a) Occupancy Cedifk>ate shall be mandatory for alt buildings. No person sha
occupy ar allotv any other person to occupy any building or paft of a building for
any purpcse unless slch building has been granted and Occupancy Ceftificate by
the Sanctionin? Authority. Paftial Occupancy Ceftificate may be considered by the
Sanction;ng authority )n merits i.e. flats / units or area within a complex which
have fullilled all the ,equirements in addition to basic facirities rike lifts water
supply, sanitation, drainage, roads, common lighting etc. Howover, in respect of
individua! buil,lings in ptots up to l}Osq. m with height up to 7m obtaining
Occupancy Ceftificate is optional,'.

ln view of the abo,/e Rule, the Occupancy Certificate shall be issued by the
sanctioning authority and ir the present case the sanctioning authority is.The
Metropolitan commissioner. Hyderabad Metropolitan Development authoiity" since
the building permit for const'ucrion of vilas in the project was obtained from HMDA
in 2007 as submitted by the dearer. Hence the occupancy certificates issued by
"Chartered Eng neer' are treated as invalid.

They fudher submitted ,hat at the time of obtaining buitding permit HMDA had
moftgaged 5 p/ots / vi as/townhouses to ensure compliance of the
development of the housing project. Apptication for release of moftgage was
made to HMDA on 0st1-2617 (copy enctosed). After considerea abti detay,
due to the shifting of HMDA office, the modgage was released by HMDA by

5



way of registered deed bearing document no. SgT2/15 dated 3O_Og-15
registered af SRO Keesara (copy enclosed). They stated that Vat was patd
under composition scheme @ 1% or 1.25% in ,he value of sate deed + age of
construction, if any) for the 94 if to gS villas ltownhouses inespective of
whether the sa/e was made before or after conptetion. Vitla no. 13 was sotd
after July, 2017 and therefore no VAT has deed paid on the sard sa/e (sa/e
deed copy enclosed). They submitted tha: to avoid unnecessary and
protracted litigation vAT has been paid for al! the villas/torrnhouses (expect
no.13) the details of payments of VAT for 94 vi as are aftached herein.

The payment particulars and copies of challans subnritted by the dealer are verifred
with 'Monthly DDO Reconciliation List" and found payments of Rs. 3,33,024r- for
which credit was not given while issuing show cause notice an Revised show cause
notice. Hence the credit of Rs. 3,33,024l- is hereby accepted and accordingly the
short payment proposed of Rs. 3,33,024l- is hereby drlpped.

They submifted that in some cases sa/e de<td has been executed for he
entire sale consideration and n some cases lrle sate consideration has been
divided into sa/es deed for semi-finished construction and agreement of
construction. ln either case lhe sa/e has been covered by a mother
agreement for the entire consideration i.e., tte agreament of dale. Vat has
been paid on the entire consideration under composition scheme. S sampres
copies of agreement of sa/e + sa/e deed whereon no agreement of
construction has been executed for the notice period are enclosed herein.

While issuing the show cause notice dt. 03-10-2019 the dealer was requested to
produce all original Agreements of sale for verification for the audit period since the
same were produced in sample basis at the time o' audit. But as the dealer Was
failed to produce the same a revised show cause no:ice dt. 02-11-2019 was issued
estimating the difference turnover between Agreement of sale and Sale deed
turnovers adding 30% value on Sale deed value as under.

Sl. No.

;93vb1

2
1

2
47870355
64339600

Proposeo to
tax @ 5%
on 25o/o

difference
turnover

97527
138088

'4847600
7284325252500 5827500

204826870 47267739 590846

After receiving the revised show cause notice the dealer has filed a letter dated 08-
11-2019 and availed a personal hearing opportunity on dt.'t4-11-2019 but not
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Period Sale deed
value

0112014 ro
03t2014
2014-15

2581 1540

26007241 33809413

Difference
turnover
arrived

7743462
7802172

201 5-16 36823350 ' 1047005
49492000

2017-18
(April'17 to
June'17)

19425000

Total 1s75s9131

Estimated
Agreement of
sale value
(Adding 30%
value on Sale
deed value)

33555002

2016-17 185595



They furlher submitted lhat the turnover declared in the book of accounts/lr
returns does noi match with turnover declared in vAT returns. The method
adopted for lT retums s as per rules under the lT Act, wherein profit was
estimated for each financial year during ,he courses of the project and
tumover was based on insta ments, that too in different financial years. VAT
return were filed based on VAT paid from time to time. They stated to the
details of receipts durinq the notice periods, vi a wise, are attached therein.
The total receipts towards sale consideration for the period was Rs.
9,58,97,605/- and towad other non-taxable receipts was Rs. 1,14,3g,146/_
such non-taxable receitrtts were towards registration charges, etectricity bills,
corpus fund anC in some cases yAf an seryices tax. These amounts
collected wee remifted 'o the appropriate authority, electricity board, owners
assocralions, efc.

The explanation giver above by the assessee is not correct since the construction
account receipts as per P&L accounts submitted at the time. of audit for the period
April 2014 to June 2017 were Rs. 13,17,47,591t- and not Rs. 10,73,35,7511 (Sale
,:onsideration Rs. 9 58,97,605/- + other non-taxable receipts _ Rs. 1,14,38,.146/-)
as said by the assessee. Further the dealer has failed to submit supportrng
locuments such as reconciri.rtion statement supported by rerevant redgers towardi
:he installments, registration charges, erectricity bifls, corpus fund and in some
cases VAT and sen'ices tax amounts. Hence in the absence of the same the
croposed tax of Rs. 8,27,1231- (proposed tax for April 2014 to June 2017 for Rs.
4,04,5281-, and Januar) 2014 tc, March 2014 for Rs. 9.22,6451-l is hereby confirmed.

j'he assessee fl/rther submitted that the method adopted turnover from vAT
returns and P & L account is not correct. The Syo sales during the years 2014_
2015 to June, 2017 have been correcuy adopted in both tabtes of the notice.
we have arso paid vAl- as per turnovers in books and repofted in the vAT
retums. The difference 'n the turnover of Rs. 1,00,90,560 as worked by you
does not form tumover and the proposed levy of tax of Rs. 5,04,52g may
please be dropped.

As explained in the pre para, since the contention of the dealer is not supported
by the substantiar documentary evidence the proposed revy of tax on difference
turnover between constructicn receipts of p&L account and vAT returns cannot
be dropped.
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produced the original Agreement of sale for venfication as requested. Hence in the
absence of the same lhe procosal of estimation of tax of Rs. 5,90,g46! on the
difference turnover betvreen Agreement of sale and sale deed turnovers is hereby
confirmed.

Furthermore the dealer has submitted that in some cases, cuslomers hayerequested for considerabte alterations in the viltas/townhouses, after
completion of the hou.sing project. Only in such se/ect cases the sateconsideration was sp/lt into sale deed for semi finished construction +
agreement of co|tstructbn. Slnce most of lhe sa/es during the notice peiod



peftain to sa/es made after completion of housing project, there cannot be
any tax liability on sucf, sales under VAT, a.s there is no element of works
contract in such a sale. The sale is purety of immovable propefty. No
agreement of constructions has been executed for su2h sales

The contention of the dealer above is not tenable as said in the pre paras
that the they have not produced original Agreement of sale for verification and the
completion certificates submitted by the dealer is not valid since the certificates
were not issued by the sanctioning authority.

1. Tax on turnover variation with P&L account : Rs. 827173-00
2. Tax on differential turnover arrived w.r-t Agreement of sale turnover Rs.590846-00

Total : Rs. 14,18,019-00

The dealer has to pay the demand of Rs. 14,18,0t9/- within (10) days from receipt
of this order. Failure to make payment will lead to recovsry proceedings under T
VAT Act, 2005.

From the forgoing it is indicated that the dealer has committed an offence urder
the provisions of T VAT Act, 2005 for which penalty proceedings will be rssued
separately.
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ln view of the above the assessment for the perioC January 2014 to JJne
2017 is hereby completed on the following under declared tax.

The dealer can file an appeal before Appella'.e DepJty Commissioner (CT),

Panjagutta Division within (30) days of receipt of this order.

.t-L.-.-'--l- - --
State Tax Officer -1 1ilc1, ;. '' -l;.,,

M.G. Roal - S.D. Road Crrcle,
H8traD*lt ollicerJ '

M'G' RoarI-S'D' Road Cir*r
HYderabau



Modi & Modi Constructions
5-4-18713&4,lI floor, MG Road,
Secunderabad - 500 003.
Phone: +91-40-66335551

l'o,
l'he State Tax Ollicer -1 Q/c),
\,I.G. I{oad - S.D. Road Cir:le,
IIyder.rbad.

Thank \bu.

Yofrrs s:ncerely,

,v-
Soham Modi.

Date: 08-11-2019

Subject: Written objections to your notice for assess r.errr of VAT.
Refereoce' 1. Your notice dated 03- 10-2019 bearin5 no. TIN No. 36g940971g6rv AT/Audit,

issued to IvI/s. Modi & Modi Construii,rns
' 2. our application for ertension of tirne ro provide details dated 09-10-2019.

3. our application for ertension of time 'o pr.-.'r.ide details dat ed 24-10-2019.
4. written objections with supporting cir.:uments submitted to your om"! oo

04_rt_20t9.
5. Your revised show cause notice no. TINNo. 36gg4o97rg6NAT/ Audit dated

02-l l-2019 received by us on 06- l I _:C 19.

Sir/NIadam,

we have requested for time to fire.uitten objections an,i to provide supporting doc,n:ents asper reference 2 & 3 above. Accord ngly o," irur" tilel a deta ed writtin otleJtion on o+-t t-
2019 (:eference 4 above). A copy c,fthe same is attecheC herein.

Please note that the perioc Jan 2)14 to June 20ii l,rr v'hich notice was issued is aftercrmplctio-n of the only housing project taken up b1' the fimr. The n"*i"g p.".i..t **
comp[.ted in phases from 2010 to 2013.

Since most of the sales during the notice period pertain to sales made after completion ofhousing projec! there cannot be aty mx liabiliq ,,r ,,,.t ,A". under VAT, as there is noeiemer.t of uorks confoact ir such a sale.

In eithor case vAT under composilion scheme at the rate of ro% or r.25yo hasbeen paid fora-l villlVtownhouses for sales made prior to 30_06_2017

In light of the above.we request you to drop the <Ieniarrd rbr payment of shorfal in vAT. weare wiliing to provide any further documents that 10u may require. please give us anopportu.rity for a personal hetring.

Page 1 of 1
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Modi & Modi Constructions
54-1878&4, II floor, MG Ro84
Secundcrabad - 500 003.
Phonc: +91-40-66335551

To,
The State Tax Officer -l (Uc),
M.G. Road - S.D. Road Circle,
Hyderabad.

Sir/Madam,

Date: 04-l l-2019

Subject: TVAT Act 2005-lv7s Modi & Modi constructions- Show cause Notice issued for
the period from January, 2014 to Jrme, 20l7-Objections called for_Written
objections filed-Reg.

Reference: Your notice dated 03-10-2019 bearing no. TIN No. 369940971g6NAT/Audit.

***t*
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. 8,37,5s2 for the period from January,
2014 to June, 2017. We request you to kindly consider our objections on the following
grounds:

l. M/s. Modi & Modi constructions has developed only one housing project on land
adnreasuring Ac. 6-28 Gt{., p1oing a part of Sy. Nos. i28,r29,t3: and rio, Rarnplaly
village, Keesara Mandal, R.Il Dishict. The building permit for construction of
villavtownhouses in the project known as Nilgiri Homes was obtained in 2007 from
HMDA. The project consisted o:95 villaVtownhouses.

2' The construction of the bousing project was firlly completed in phases fiom 2010 to 2013.
chartered Engineer certificaG was obtained' at the time 

' of completion oi 1*l
villrr/townhouse. A summary of date of completion as per chartered engineer certificate is
attached herein. l0 sample cenificates are inclosed herein.

3. At the time of obtaining tulding permit HMDA had mortgaged 5 plots /villas
/townho'ses to ensure compliance ofthe development of the housiig-pro;ect.'apprication
for releasc of mortgage was made to HMDA on 05-il-2014 1"-oiy "r"to.fi;. 

at..
considerable delay, due to the shifting of HMDA office, the -o.tgug" was released byHMDA by way of registered deed bearing document no. ssl2lls dated 30-09-15
registered at SRO Keesara (copy enclosed).

4. vAr was paid under composition scheme (@ r% or r.25%o onthe value of sale deed +
agr' of constructio& if any) for the 94 ofthe 95 villas /townhouses irrespectivaof *t"tt..
the sale was made before or afttr completion. vina no. 13 was sold 

"{r. 
my, ioiT -atherefore no vAT has been paid on the said sale (sale deed copy enclosed). 

-" -- -'
5. we submit that ro avoid umecessary and protracted titigation var has-6;en paid for a[the villavtownhouses (except no. ti;. the details of payment of vAT for 94 villas are

attached herein.
6. In some cases sale deed has been executed for the entire sale consideration and in some

cases the sale consideration has been divided into sale deed for semi-finirn a 
"o^t u"tiooand agreement of constuction. In either case the sale has u""" 

"o*i"a uy-u lii n".agreement for the entire consideration i.e., the agreement of sale. VAT h* #;fi; 
""the cntire consideration under composition schenie at the applicabre rate or v" ir i.iiy".7. 5 SlmFle-copies of agreement ofsale + sale deed + agreement of construction for thenotice period are enclosed hereil.

l-.,' Page 1 of 2
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5-4-187/3&4, II floor, MG Roa(
Sccundcrabad - 500 003.
Phonc: +91-4S66335551IVIodi & Modi Constructions

8. 5 Sample copies of agreement of sale + sale deed wherein no agreement of construction
has been executed for tbe notice period are enclosed herein.

9' The tumover declared in the books of accounts / IT retums does not match with tumover
declared in vAT retums. The nethod adopted for IT retums is as per rules under the IT
Act, wherein profit was estimated for _each financial year during thi course of the project
and turnover was based on instaltnents due during the year. In most cases sale deed was
executed after receipt of most insrellments, that too in different financial years. VAT
returns were frled based on VA'l'paid from time to time.

10. The details of receipts during the notice period villa wise, are attached herein. The total
reccipts towards sale consideration for the period was Rs. 9,59,97,605/- and towards other
non-taxable receipts was Rs. 1,14,38,146/-. such non-taxable receipts were towards
regrstration charges, electricity bills, corpus firnd and in some cases vAr and service tax.
These amounts collected were remitted to the appropriate authority, electricity board,
owrrers association, etc.

11. The method adopted by you for computing shortfall in payment is not correct. During the
yeat 2016-17 we have paid vAt @r.25% on a tumover of Rs. 3,80,67,000 which wirks
out to Rs. 4,75,838. The details of month wise payment of vAT during the year 2016-17
is enclosed herewith. In view of payment of total tax due of Rs. 4Js:$s as per retums

. - the proposed short payment ofRs. 3,33,024 may please be dropped.
12. The method of adopting tumover from vAT retums and p&L account is not correct. The

5%o sales during the years 2014-15 to June, 2017 have been correcfly adopted in both
tables of the notice. we have also paid vAT as per tumovers in books and reported in the
vAT retums. The difference in the tumover of Rs. 1,00,90,560 is due to ihe different
methods adopted for calc ulating tumover for the purposes ofvAT and for the purposes of
IT. Thus this difference in tumover of Rs. 1,00,90,560 as worked by you does not fonn

_ - lumover and the proposed levy oftax ofRs. S,O4,5Z9 may please be dropped.
13. In some cases, customers have requested for considerable alterations in the

villavtownhouses, after completion of the housing project. only in such select cases the
sale consideration was split intc sale deed for semi-finished construction * ugr""*"ot or
construction-

14. Since most ofthe sales during the notice period pertain to sales made after completion of
housing project, there cannot be any tax liability-on such sales under vAT, as there is no
elemeut of works contract. in such a sale. the iale is purely of imm6va51" p-p"rtylN"
agreement ofconstruction has been executed for such sales.

In light.of the above_we request you to drop the demand for payment of shortlall in vAT. weare willing 
-to 

provide any fi'ther documents that you may require. please give us an
opportunity for a personal hearing

Thank l'ou

Yours $i

I

ncerely, (^,

t
Ifit

cE

t,

^rsl(,

r i$SiO

!\,ED

f I

Encl: As above.
,.i\*.-_.-

:'. ;:'r, il_ i I tii
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C'B GOVERNMENT OF TELANGANA
COMMERCIALTAXES DEPARTMENT

REVISED SHOW CASUE NOTIC-E FOR ASSESSMENT OF VALUE ADDED TAX
See Rute 25 (5)

FORM VAT 3O5A

at 02- 1-2
TI NO 3689 4097 oo/ \ TIA dit

Sub:T VAT Act ,05 - M/s Modi & Modi Constructions, M.c.Road -Secunderabad - Audit conducted for the period junr.ry 2014 to June2017 - Cenain variations noticed - Show Cause Notice issued _Dealer has -'ailed to file certain documentary eviAence _ Revised showcause rotice issued - Regarding.

Ref : '1. Notification for Scrutiny of Accounts of VAT in Form VAT 304, dated
14-12_2018

On authorization of Deputy Commissioner (CT) Begumpet Division. the
tnfi:i: ffi:;"ry:dro 

m-vAr-3oa to proouce *re tlr 
:t accounts. Accordingry

20 ra te .lrr.. ! j, ; d;##;;:lil: ::f :::ected 
records ror rhe period j.; ;;;

1)

2)
3)
4)

Copy of Form VAT 2So
Sales Statement
Sample Sale ceed coples
P&L Accounts

2. Authorization fcr assessment issued in Admn 1C, dated O3-10_2019
by Deputy Commissioner (CT), Hyderabad.

3. Show cause no:ice issued in form VRT 3054, dated O3-10-2019 bylhe undersigned
4. Letter fired by th,: dealer dated Og-i O_2019.
5. personal hearins, opportunity provided on dt. 21-10-201 9.

-oOo-
M/s Modi & Modi Constructions, M.G.Road, Secunderabad are the registereddearer on the rolts of CTO h/.G_Road_S.D.Ro;d ;;;," *nn ,,* No 36894097186 andare engaged in the business of (:onstruction or tnoepenoent Houses/ Row Houses inthe name and styre of Nirsiri^Hrmes 

"t 
n.rnprrrrlnl.ll, 

^uurrr" 
Mandar, RangaReddy District. They have oDteC for 

"orporitLn ..neir"e- uno"r section 4(7)(d) of TVAT Act by fiting Form VAT 250, oateo iO_OS-ZOii r-no-orr,ng taxes at the rate of5o/o on Z5o/o of the total consideration l.";;;. 
-Y I v qr rv I



Description

Purchase Account:
Exempted
Purchases

2013-14
(01t2014
to
0312014

:1015-16
2014-2015 2017-18

(up to
June
2017

0- C 0
1

__-.1
1.

Sales Account:
Exempt Sales

2. 5% Sales

I

o Short payment of Rs. 333024/- is noticed'

Turnover as per P&L Accounts (SALE OFFLATS)

0

0 15121763 14340000 2855025C

6620250 95'16750 2868750

192029 331013 475838 143438

20960250 38067000 11475000

331013 475838 143438

331013 475838 143438

331013 1428 143438

0 0 3330 0

Differential Tax @ 59'o

0

i Sl.No. Period

Total
tax

Constructi
on account
receipts as
per P&L

Tutnover
liat,le to tax
@5%asper VAT
retJrns

turnover
arrived

0 0 0
2013-14
(01t2014-
03/201ll 3840588 2661222 133061
2014-15 26007241

9205838 6620250 129279

49492000 12373000 9516750 142813

19425000 4856250 2868750 1987500 99375

differentia 131747591 32936898 22846338 10090560 504s28

0
1

1

38405880
0tax @ 5%o. I

1896235104
192029Ou ut tax

Total Sales
0

0 192029
1920290

VAT Due
VAT PAid

5

7
Balance

turnover
liable to
tax @ 5%
as per
P&L

6501810

0

36823350
2016-172
2014-18
(Apr'17 to
Jun'18)

258s588
2856250

During the course of audit, the correctness-. and completeness ol th: relul:

nreo arJni witn payr*nt. p"ii uv'ine oeater is verified with reference to the turnovers

i:;;;l;il; to'oks of accouni maintained bv the dealer'

On verification of books of account submitted by the dealer with reference io

themonthlyVAT.200ReturnsfiledduringtheperiodfrcmJanuary20l4toJune20.T
the following turnovers are arrived which have been assessed as per the

authorization issued in Admn 1C dated 03-10-2019 in:he reference 2nd cited

Turnovers as Per VAT 200 returns.

S.
No

2016-17

8606250

b.

2015-16



on verification of sampre records produced, such as agreement of sales,sare deed and conslruction 
. 
agreement it is noticed that they forowed a modusocerandi that they ,irst entering into agreem;ii- oi 

' 
salu with customers forconstrucrion and seling 

"r 
,,,:,:,-,11-"1 :;!;r* ;;; Jn,u"run, of sate, they haveexecuted the sare deed of semi finished frat in fJvour of'customer for certain amountand for compretion of remaining_ *o*. tt'"v'n"rJ 

"-,i"l"o"rnru"rent for consrruction
:!9, 

r."*il"q remaining amoLnr as per tne initiar oimlir.r

$Xi lT 
. s% on *re zsz or totar'consiJe;;; ;;;"":';T::[,:l1",rifl,f ::

ln the light of t1e iudgment in the case of Mis omega sherters Lirniled,secunderabad in wp No trsze ot z-o+)dii r""o"ru-o oy non,ur" High court ofAP, the method of tax paymen- under section c(?lill ; ih" Act is agreed for the postcolstruction after executing sae deed also. Theni.i J""irogrent is as under:
"lf dearers engaged in rhe construction and sare of residentiar apartments,houses, buildings or conrmerciat corpterurlxJrJise tre option, and comply
I:'lJ:"t;:'lj;H:Tll"* i" s*,i." oiirral,.o *,,u t7(4),rheycannot be
themrorrhe,;t.;;"?;l;;:"*i:!:illT:i:,,:TJ:::':::f 

tff iiiiof a semi finished structu'e. Deniar ;f tfu ;;;; of the composition schemeunder section 4(7xd) toruch o""ru,, io-.. i*"r"l"rr,u construction made interms of the initiar agreenent is iregar ,no ir-.lnt,.,rv to the provisions of theVat Act and the rules made there ,niur.' 
-

However the dealer is
orrginar sare 

-Je-e.; 
:il"1ft,:""i'::ffi;ffi''e1ar agreements or sare,

veriricarion wh ich v'ere prc duced ;.,.r 0,; ;;#;,r.:ffi"11T:o,Lor rrnnu,

In view of the above it .

tax tor rhe perioi ffiil;l'r?:"i"""TiJ?r'::",;:i,". rorrowins under decrared

1. Short payment ofTax :f
2. Tax on unCer declared Turnover

Totat

: Rs. 333024-00
: Rs. 504528-00
: Rs.837SS2-00

. Accordingly a show c
lssued to the dearers 

""ttino"t" 
notice in form VAT 3054, dated 03-10-2019 was

ano requesteo tio-;;;:";'.1n"'' written obiections if an
,,-," o;n,"t i,""*"ol""li'JX;m":,:*#:i##li!I"J::*'"TJi
Homes (independent Houses,t ar"o"^.1"^,il'1ll1on 

ag_reements with respect to Niloiri
Disrn:t. Meanwhil ;.';"; ;? -1-Rampallv 

villase, keesar" rr,r"nari, i.-n"s#J'Jij
up to 21-1o-2o1t;:;:"":-]equest of the dealer (10) days 

""""r,"" "ii,r""].11
rff ffi":*^TilH:i;J.""',k:"{i&:::i::.;I#""',,1"._ j#jil3
attended r"' ;";;;;;;-#J,":''^Y:: as requested in the show .rr""-"",,""""]
unders sned ili"i"*;";iilli#:y"I;lil.il;?j ;:i ;:::i:"g;:r":j



turnover with reference to Agreement of sale turnover on best of iudgment basis

i-st.tto Period Estimated
Agreement of
sale value
(Adding 30o,ir

value on Sal:
deed value

33s55002

2-

2

2016-17

33809413

201 5-16 47 87035 5
643396(,0
25252500

204826870

Further, while issuing show cause notice a tur'lover of. Rs 2'58 11'5401 is not

;il;"J;#;;t"Gniwtricn is now beins proposed as under'

Sale deed
value

Difference
turnover
arrived

Proposed t
tax @ 5(

on 25'
difference
turnover

967

97527
138038
185535
72843

c-l
6l
rol

1

1_

a

59081!r

Tax @ SolcTurnover
liable to tax
@5%asper VA-
lett'rns

Sl.No Period
Diferential
turnover
arrived

rJ 6452885 322645
1 2013-14

(0112014-
0312014
differentia

6452885

6452885 0 6452885 322645
Total
tax

Total under declared tax proposed in the revised shrw cause notice'

1 . Short payment of Tax : Rs 333C24-0-0 
,-

2. Taxon under declarel turnover :Rs azz'za-oo (Rs 504528+Rs 322645

3. Tax on different'"' t"t"'"' "in""o 
w'ri Ag'ee ment of sale turnover: Rs 590846-00

Total : Rs''17'51'043{O

The dealer is requested to file the .*'itl?l :lf"tions if 
anv against the

orooosed turnovers witnin tliiav"s oii"tLipt of this noiice' failure which the f,rders

Y'iir'i[",iir.J.ii;v confirming this show cause notice'

'\.' . :

^, ":F::J1-'Ti?l"J 
3l'?1",.'

M/s Modi and Modi Constructions'

s-q-18l Blq, 2"d Floor, Soham Mansion'

M.G. Road, Secunderabad'

7743462
25811540o1/20'14 to

w!2a14
7AO217226007241

1 1047005
1484760049492000

5827500

June'17

2017-18
(April''17 to

472677391575s9131Total

Constructi
on account
receipts as
per P&L

turnover
liable to
tax @ 5%
as Per
P&L

2581 1540

25811540

which is done as under'

2014-15

-36823350
19425000



FORM VAT 3O5A

GOVERNMENT OF TELANGANA
COMMERCIALTAXES DEPARTMENT

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

Dated 03-10-2019

Sub : T VAT Act '05 - M/s Modi & Modi Constructions, M.G.Road -

Secunderabad - Audit conducted for the period January 2014 to June
2017 - Certain variatrons noticed - Show Cause Notice issued -
Regarding.

Ref 1. Notification for Scrutiny of Accounts of VAT in Form VAT 304, dated
14-12-2018

2. A'rthorization 'or assessment issued in Admn 1C. dated 03-10-2019

by Deputy Commissioner (CT), Hyderabad.
-- ooo -

M/s Modi & Modi Cons:ructions, M.G.Road, Secunderabad are the registered

dealer on the rolls of CTO M.G Road-S.D.Road Circle with TIN No 36894097186 and

are engaged in the busrness ol Construction of lndependent Houses/ Row Houses in

the name and style of Nilgiri -lomes at Rampally village. Keesara Mandal' Ranga

Reddy District They have opted for composition scheme under section a(7Xd) of T

VAT Act by filing Form VAT 2iO, dated 20-03-2013 and paying taxes at the rate of

5c/ . on 250/0 of the :otal ,:onsideration received.

1)

z)
3)
4)

Copy of Fonn VAT 250

Sales Statement
Sample Sale deed coPtes

P&L Accourts.

on verification of books of account submitted by the dealer with reference to

the monthly VAT-2OO Returns f,led during the period from January 2014 to June 2017

the following turnovers are arrived which have been assessed as per the

au:horization issued in Admn 'l I dated 03-10-2019 in the reference 2nd cited'

TIN No: 368940971 86A/AT/Audit

On authorization of Dep,lty Commissioner (CT) Begumpet Division' the

assessee was serued Fornn-VAT-3C4 to produce the books of accounts. Acccidingly

they have filed the r books of accounts and connected records for the penod January

2C l4 to June 2017 for audit vetification as under



a

2013-14
(01/2014 to
03t2014

2015-16
2014-2015 2016-17 2017-18

(up to
June
D1L_-

0 0

8606250
9516;50 2868750
475838 143438

38067000 11475000
475838 14343t
475838 143438
142814 143438
333024

f ax @ 5o/o

Purchase Account:
Exempted
Purchases
Sales Account:

0 -b-[- l
1512176i\ 14340C00 285502 50
384058t]

192C2t)
1896235.

192029
19202t)
192029

o Short payment of Rs. 333024/- is noticed.

Turnover asperP&L Accounts (SALE OF FLATS)

Sl. No. Period turnover
liable to
tax @ 5%
as per
P&L

0

Turnover
liable to tax
@5%asper vAT
returns

2013-14
(01t2o14-
03t2014

differential

0

3340588
6620250
95'167 50
2368750

0

22346338

133061
29279

142813
9937s

504528

1

Total
tax

During the course of audit,.the correctness and completeness of the returnsfiled arong with pavments oaid by ihe o*r"it ,"riti"a'iiii ..ur"r"n"" to the turno\ersrecorded in the books of accouni .rint"in"O Oyin;iljHl
On verification of samole records produced such as agreement of Sa es.sare deed and construction 

. 
agreement it is noticia rtiat they forowed a mo,rus

:ff:?#l#i"i^!5,,1f,t","#9'l"s..into agieer;"ii"oi''."r. *m "*,t"r"i. r-executed th e sa re oeeioi ;"'fli 
",11""i 

,i:fil ?:, ff :fl::[*.. :i."::?;il"fXffi

S
No

Description

1

1 Exempt Sales 0
2 5% Sales

4
lax @ 5o/o

Total Sales
Output tax
VAT Due

7 VAT Paid

0

0

0
0

I Balance 0

,3620250

331013
331013
331013

0

Constructt
on account
receipts as
per P&L

0

6501810

0

1 2015-16 36823350
49492000

9205838
12373000

t(Apr'17 to
3

Jun"18)

2016-17
2014-18 19425000

131747591 32936898

Diferential
turnover
arr ved

0

2661222
2s85588
28562s0
1987500

10090s60

Turnovers as per VAT 200 returns.

t1

3310'13
23960250

6. 0

0

2014-15 26007241

2.

4856250



anJ for completion of remaining works they have entered agreement for construction
and received remaining amount as per the initial or mother agreement. They have
pa d tax @ 5% on the 25% of total consideration received under Section 4(ixd) of
VAT Act.

ln the light of the judgment in the case of M/s Omega Shelters Limited,
Se.underabad in WP tJo 11528 dt 24-04-2015 rendered by Hon'ble High Court of
AF. the method of tax payment under section 4(7)(d) of the Act is agreed for the post
corrstruction after execLting sale deed also. The gist of the judgment is as under :

"lf dealers engaged in the construction and sale of residential apartments,
houses, buildings or conrmercial comptexes exercise the option, and comply
with the conditions stipulated in Section a(f(d) and Rute 17(4), they cannot be
denied the beneft of composition there under for the construction made by
them for the very same person, after execution of a registered deed for the sale
of a semi finished structLre. Denial of the benefits of the composition scheme
under Section 4(7Xd) to such dealers, for the posr-sale construction macie in
terms of the initial agreement is illegal and is contrary to the provisions of the
Vat Act and the rules made tnere under.

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

ln 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 ofTax of
2. Tax on under declared Turnover

Total

Tc
M/s Modi and Modi Constructio,ts.
5-.-1871344, 2"d Floor, Soham Mansion,
M.G. Road, Secunderabad.

- _ 
State Tax Officer -1 (llc) j'1

M.G. Road --S. D. Road-Circle
.it,ri-, r rt r. rriet'

trt.G.F.g ti': 'i. 
- ':" 

"'t " 
-

h'/cr';ri '3o

Rs. 333024-00
Rs. 504528-00
Rs. 837552-00

IL
,.':1

The dealer is recuested to file wriften objections if any against the proposed
turlovers within (7) days of receipt of this notrce failing which this notice will be
confirmed without any further irtimation in this matter.



Modi & Modi Constructions
5-4-l 873&4; tr floor, MG Road
Secundorabad - 500 003.
Phonc: +91-4G66335551

To.
The State Tax Officer -1 (Vc),
M.G. Road - S.D. Road Circle,
Hyderabad.

Date:29-10-2019

Sir.Madam,

ln reply to your above referred notice please note the following:
I' lws. Modi & Modi constructions has developed only one housing project on land

admcasuring Ac. 6-28 Gts- lorn:ing a part of Sy. Nos. 12g,129,13: ana- tjO, Ramplaly
village, Keesara Mandal, R.R, District. The building permit for construction of nats in
the project known as Nilgiri Homes was obtained n 2oo7 from HMDA. The project
consisted of 95 villas/towrhouses.

2. The construction ofthe housing project was fully completed in phases from 2010 to 2013.
chartered Engineer certificate was obtained at the time of completion of each
villa, townhouse. A summary of date of completion as per chartered engineer certificate is
attached herein. 10 sample certificates are enclosed herein.

3. At the time of obtaining building permit HMDA had mortgaged 5 plots /villas
/towrhouses to ensurc compla:sance of the development of the housing project.
Application for release of mortgage was made to HMDA on o5-ll-2ol41copy initoied;.
After considerable delay, due to the shifting of HMDA office, the mortgage-was released
by HMDA by way of registered deed bearing document no. 5972/15 dated 30-09-15
registered at SRO Keesara (copy enclosed).

4' vAT was paid under composition scheme (@ l% or l.25yo onthe value of sale deed +
agr. of constructioq if any) for the 94 of the 95 villas /townhouses irrespective of
whether the sale was made before or after completion. villa no. 13 was sold after July,
2017 and therefore no VAT has b:en paid on the said sale (sale deed copy enclosed)..

5. Plea-se note ttrat to at'oid unnecessary and protracted litigation VAT has been paid for all
the r illas/townhouses (except no 13). The details of payment of VAT for 94 villas is
attached herein.

6. In some cases sale deed has been executed for the entire sale consideration and in some
cases the sale consideration has bcen divided into sale deed for semi-finished construction
and agreement of construction. ln either case the sale has been covered by a mother
agreement for the entire consider:tion i.e., the agreement of sale. VAT has been paid on
the entire consideration under composition scheme at the applicable rulr, of l%o or L.25%o.

7. 5 Sarnple copies of agreement o[ sale + sale deed * agtreement of construction for t]re
notice period are enclosed herein.

8. 5 Sarnple copies of agrcement of sale + sale deed wherein no agreement of construction
has been executed for the notice period are enclosed herein.

E}Y
_t/'\o ocvoRPPA

M

oDlHA}To.S
GtlAGAN

2I ocl 2019

Subject: \\'ritten objections to your notice for assessment ofVAT.
Reference: Your notice dated 03-10-2019 bearing no. TIN No. 36B94o97lg6NAT/Audit,

issued to lWs. Modi & Modi Constructions.

Page 7 ot 2



5-4-1878&4 II flooa MG Roa4
Sc€urdcrabad - 500 003.
Phorc: +9140-66335551

9. The tumover declared in the books of accounts / IT retums does not match with tumover
declared in VAT retums. The method adopted for IT returns is as per rules under the IT
Act rvherein profit was estimated for each financial year during the course of the project
and tumover was based on installrnents due during the year. In-most cases sale deed was
executed after receipt df most instaltnents, that too in different financial years. vAT
returns were filed based on VAT paid from time to time.

10. The details of receipts during the notice period, villa wise, is attached herein. The total
receipts towards sale consideration for the period was Rs. 9,59,97,605/- and towards other
non-taxable receipts was Rs. 1,14,38,146/-. Such non-taxable receipts were towards
registration charges, electncity bills, corpus fund and in some cases vAT and re*ice t x.
These amormts collected were remitted to the appropriate authority, electricity board,
owners association, etc.

11. Thr method adopted by you for computing shordall in payment is eroneous. The method
of adopting tumover from VAT retums and p&L account is not correct.

12. [n some cases, customers have requested for considerable alterations in the
villas townhouses, after completion ofthe housing project. only ia such select cases the
sale consideration was split into sale deed for semi finished constructiol + agtreement of
construction.

I 3 . Since most of the sales during the notice period pertain to sales made after completion of
housing projec! there cannot be any tax liability on such sales under vAT, as there is no
element of works contact_ in such a sale. The sale is purely of immovable property. No
agreement of construction has been executed for such sales.

In light.of the above we reque$ you to drop the demand for payment of shorfall in vAT. we
are willing !o provide any fl'ther documents that you may require. please give us an
opportunity for a personal hearing.

Thank You.

Yours sincerely,

Soham Modi. v M

g;(

0c1

0e
PA

?019gI
rlooeRo
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Modi & Modi Constructions


