
From
Vista Homes,
5-4-1.87 /3 & 4,
2"d Floor, Soham Mansion.
M.G. Road,

oate:15-@-2021

To

Assesslnt Officer,
Nationel -{ Aslas3maht Cantru,

Respected sirlMadam,

sub: rr scrutinv Assessment proceedings _ own case _ pAN No.AAGFV2o68pAssessment year 2ors_rg _ submission.oi,inio.rr,,on _ *"e.
Rct: your letter dated 12_O4_2O21 DtN: ITBA/AST/F/

rn connection with the income ;,.:.-"":^:': 
'1"":""""r2021-22t1032s71581(11

explanation/ctarifi;";;;; ;;":,X' 
assessment proceedinss for tu

o ror i s su um i ttia ie]liv ;T # r}'j*#::: 
Yea r 20 1 8-1s, cena i n

1. Based onyour Computation of revenue and cost to be recoramou nt or Rs 4,ss,zo,sz8/ _ *hkh ;;;;;;. ry": ;"; Jl;ffi : ;:: l.l,j:;li j:l," ::compared with our workings will be as under;

500

Cost to be recognised (ln Rs)

fr

As per Notice

workin gs

As per our Difference
% of com letion

77.51% 69.46%Revenue to be ised (in Rs 48,56,26 ,245 47,L7,23 ,581 7,39,02,5U
computation of cost toBasis of

be recognised
% of area sold

com pletion

Estimated Gp
based on stage
of work

79.275% 1,4.49%
3r,13,31 ,132 3340, ,49,493 (3,20,18,363)

Differ€nce roposed to be added
4,59,2o,927
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;iff;:ff'JH::::1,:j,'J".::'tw percentase compretion method inorder to recosnize

this regard we wou; ;;";;* 
tttct Business i'e ' Real EstateDevelopment Business. tnt the following for your kind consideration;

a) At the outset it is submitted thatwe are not into Construction Contract Business butwe are into th€ business
differences between Cons 

Real Estate D€velopers. There are certain significant

business. 
truction Contract Business and Real Estate Deretp."nt

b) Certain lncom€ Computation
vide Notirication ;;-r*;*;fi';'T,f"g[.l|ff, ffiffi, ;:#computation and Disclosure standard relating to cons,ru.,]Jn aon,r.o, (,ao, ,,,).

c) The term ,Construction 
contract, is not defined under the lncome Tax Act. However,it is defined underlncome Computation anO Oisctosr." sundard lll relating toconstruction contracts (ICDS lll) as under:

',Construction contract,, is a contract specifically negotiated for the
construction of an asset or acombination of assets that are closely
interrelated or inter.leFEndent in terms nf thpir .lesign, tcchnology anrl
function or their ultimate purpose or use and includes:
(i) contract for the rendering of services which are directly related to the
construction of the asset, for example, those fot the services of project
managers anri architects;

(ii) contraqt for destruction or restoration of assets, and the restoration of
the environmentfollowing the demolition of assets.

d) Plain reading of the above definition clearly suggests that th€ construction
undertaken by real estate developer does not satisfy the above definition as thecontract is not negotiated for the construction of asset. The real estate developer
constructs the asset as per his scheme and contracts with the buyer to sell theasseti.e., sale of a Flavapartment in our case.lt is not the case that for the purposesof undenaking the construction of frats/apartment, the firm first enters into acontract with the prospective buyer and then start the construction. Further, thedesign, flat layout, construction specification and yarious other things are decided bythe builder and the prospective buyer has no say in that except for minorchanges/modification in the specifications. The firm enters into an agreement ofsale of a finished flatand thereforthis agreement of sale cannot be said or equatedto be a Construction Contract.

ll &"b@
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e) Further,paragraph 1 outtines the scope of ICDS lll. tt states that this ICDS should beapplied in determination of i
The same reads as under: 

ncome from a con3trudion contract of a @nfactor,

This lncome Computotion ond Disclosure Stondord should be opptied indeterminodon of income fot o construni", ,*rr*, 
"f 

, controctor.

f) The CBDT has also clarified in

rol2017 (Repry to question ,the 

FAQ issued on 23rd March' 2017 vide circular No

de\€rcpers. 
to'121 that this lcDs is not applicable to real estate

g) Thus, it is submifted that ICDS lll _ Construction Contracts is not mandatorily
applicable to us as we are neither into the business of the Construction Contracts
nor a Contractor,

h) Even in the situation it is held or a view taken that as per sectaon 43CB r.w.s. 145(2)of the lncome Tax Act, lgbl and ICDS lll _ Construction Contracts (|CDS lI) isappfucabie to us, there rs a rransitionai provrg.n vrde para zz..and 22.2 whrchprovides as under;

22.1 Contract revenue and contract costs associated with the constructioncontract, which
.e 

cosn isec,^,..:'J[J,l,:,'n il ::,:,HL H ;: _l::l 
2 01 6 sha,, be

22.2 Contract revenue and contract costs associated with the constructioncontract, which commenced on or before the 31st day of March, 2016 butnot compreted by the.said date, shal be recognised based on the methodregularly followed by the peison prior to the pr-evlous year beginning on thelst day of April, 201G.

i) The proiect of the firm is commenced from Fy 2011-12 i.e. before lst day of April,2016, the ICD lll-Construction Contract is not applicable.
The workings for the claim of the
explained as under: cost of construction for FY 2017-18 ofRs.40,33,49,495/- is

a) The total erp€cted project cost of Rs.67,43,29,905/-, the cost incurred upto 31-3-

iljrlJi,iiffi ,iill::l',l''n 
transrates ;" ;;;' ;; *'" *o,r, com preted (or

as under: 
to be recognized for the period upto 3l_3_201g work out

A



i) 69.46% of expected revenue for sale of Rs.67,91,O 2,566/_41,11,04,642
iil Expeded Gross profit on the project is 14.4996

iii) The cost ofsales will be thus 85.51%
{{r.e. 10O% G) Gp of 14.49%) 8S.S1%

i9 
-.^. 

Th_e cost to be recognized till 31{3-2018 will be8s.51%of RS.47,U,U,StZ1- 
40,33,49,495

v) [ess: Cost recognized is earlier upto 3t-3-2017 (_124,42,06,509

Cost to be recognized for Financial year 2017-18 t5,97,42,986

4

irl The abry. melhod o! cost i?.ognltlan is in llne wlth the basic concept of pCO!,tthat the rwenue and c
revenueand",r""*,,:;""i;"f '#J*iI,:':ffi ::Tfi[:fl,:"i;:constructbn at the reportint date.

e) The abcve methcd also
recognizediscorrecry;:il:::'iJ,'f j::':;:;TffiI"" jIJ,:,"TJ..ilffi 

;matching. On a revenue
prorit or the project @ ;.1rl1r'J;ll,[,:llJl,",,:I,.riliflf fffi:irT:;theaboveworkingsthegrossprofitiscor,*"r..r,rrr5,f47/_li.s.,revenueof 

Rs47 ,17,C4,6421- minuscorresponding c*a 
", 

*. OO,arJrr*ril_t.

d) The above method has tyearsAsst.r"..ro,r.rlTl''l1ll:L'y":H":l#::fi 
::l:Hf,;:]"i:;and the revenue and cost got recognized following pCOM.

e) the scrutiny assessments

Asst. year 2016.17 
""0 

o,,l1i"';0,'j'o,ri:r::,filr.:[::.i: ror Asst year 201s.18,

ror ar r the said years the workinss . no .o. pu,r,tn or ;;;il:fiT:I :Jffi ,1,::have been called for and after examinr,,on ,, ..."-0,"-A., 
-'.,

The explanation/clarification with regard to the computation of Iotal eost is as under:
a) ln our computation, Tota

;iHlkl; ;," ;H,';H; "i 
-::l,ll,i::'1":."::,i; 

j;:*:i:*=,n_:

b) The differenc€ between
1,e3,2s,00s/.and;;;;;,,[],7'J,';il'l,i,T:,;11fiJ:;',o,,,e05r- wi,, be Rs

fs &w*



c) rhe above difference of Rs.1,93,29,(x)sl- is due to rine item for cost of the crubhouse is missed in the sheet that has been submitted. The cost of club house for9G5t sft is estimated at the rate of Rs 2,0@/_ which comes to Rs 1,93,29,005/_. Thecorrected sheet is enclosed herewith_Annerure l.lt is submitted that there is noerror in the computation of Totar cost.rt is reguested to kindry consider this sheetfor the workingsand we sincerely retret for the clerical error.

d) tt may noted that considering the working sheet submitted now, the percentage ofcompretion wi' be remain at 69.46% andiot arziJix as worked out in vour retteradopting the total cost at Rs 05,50,27,905/-.

S The expranation/crarification with regard to the eomputation of revenue recognition as perpercentage completion method as on31/03/2018 i. 
"i ,nO"r, 

'

a) ln the Computation given in your letter, there are two c
in the difference in the amount of cost,h., i, ,o b" ,".ffients 

which is resulting

b) The first component is the percentage of compretion that has been arrived at71.51%due to arithmetical error of Rs .2,40,74,651/- pointed out in your letter and

c) The second component is the adoption of totar cost of rand & construction at Rs37,tr,3t,t3ll- | 79.275 o/o of Rs.46,M,O8,4SEl_].

d) ln respect of the first cotnponent the calcification and explanations is as given inPoint No 3 above. rt is once aSain requested and submitted that there is noarithmetical error in the computation of the Total Cost.

e) The second component with regard to thetotar cosl 0f rand & construction at Rs37,13,31,1321_ it is noted that the cost is arrived at adopting th€ percentate of totalsold area @ 79.275%.

f) rt appears that vour workings are on the stand that rcDS,r- construction contracts(ICDS lll) is applicable to us. ln point No1 we have in detailed explained as to whyICDS lll is not applicable to us and we reiterate the same.

5) Further' even if it herd that rcDs ,r is appricabre, it does not provide for the methodoro'y asto how the revenue and the cost is to be recognized. tt onty Lys aown the principre that therevenue and cost associeted with the proJect should be recognired as revenue anderpenses resp€ctiveh by tetercnce to the stoge of cot tpbtion of tt€ ,nstructioo .t thereportinS date.

6 what is imper'tive to note is ftat the rcDs ,r refeB to the $oge or comptetron ol theconstrucfion at the repor.ng date and lt does not pr*ia" to, detemine the cost in.elation to the percentage of the area sotd out of tne totat ot""Ul" ar"a.

A 8*ry4*



7 For the sake of quick referenc€, the relevant extract of the ICDS lll is reproduced below:Re(ognftton ol Cot ttocl Reventg ond Expcnses
TS.Controct revenue ond controct costs ossocioted with theconstruction controct should be recognised ds revenue ond expensesrespectively.by reference to the stoge of completion of the contr(1ctoctivity ot the reportinq dote,

17. fhe recognition of revenue ond expenses by reference to thestage ol completion oI o controct
co m ptet io n m ethoo. i, o 

" 
r rr,, ) Jrili'::;:rit;:: :;'i: ::::^::with the controct costs incurred i

resuttinsinthereportins.,;";;::::yf 
"I:iili*iJlfi,l^r!];be ottributed to the propottion of work completed.

78,-fhe stqge of comptetion of a contract sholl be determined withreference to:
(o) the proportion thot controct costs incured Ior work performed
upto the reporting dote beor to the estimoted totol contru;r rorrq o,(b) surveys of work performed; or
(c) ampletion of o phyicol propottion of the controct work.

Progress poyments ond odvonces rcceived lrom customers are not
determinotive of the stoge of completion of o controct.

79. When the stoge ol completion is determined by relercnce to thecontroct costs incurred upto the repotting dote, only those contract
costs that rellect work perlormed ore inctuded in costs in*n"d upn
the repofting dote. Contmct costs which ore excluded ore:
(o) controct costs that relote to future octivity on the controct; ond

(b) poymenA mode to subcontroctors in odwnce of work performed
under th? subcontract.

2O. During the eorly stoges ol o contract, where the outcome ol the
controct cdnnot be estimdted reliobty controct revenue o nrog"ir,")
only to the extent of cosb incurred. The eorly stoge rl , ,"rrrrn
sholl not extend beyond 25 % of the stoge oI completion.

The recognition of revenue and
co n tra cr is re re rre d to ".,n" o" :J;;;:' 

"ti.:JJ;::" : "lff :::".J ;T l;,:i,fl r:under this m€thod' contract revenue as matdred with the contract costs inoned inreaching the state of completion, resulting in the reportlng of rcvenue, expenses andprofir which can be attrlbuted to rhe p.rportton of *oJ;;;;;r.

8
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9. Thus, it is submitted that rh,
provided as above ,n,r.," ,aoll,ltn"o 

adopted in your compubtion disregards the principre

10. ln ou. pcoM worldngs .ll the revenue and the cost ls lecostage of work completlon an
or the reDs that p.onr *,]l '''n "n" 

*;til';;;:,;;ffnlred wlth rererence to the

recosnhed. $ can be "*il;;;";:;:ffi"TTjl'#"":.ri:
11. The merhod adopted by us

herein above tr" ,.rutin, ,.rlll*been 
followed consistently over past years and as stated

,',r:,n:1.*;r*x,x"l"iii*J,"*lj.l*'#**t*
called for and after examination is accepted.

12. lt is important to note that th
finarty get aetermineo :;",;:* """' 

revenue/cost and the actual profit for the project wi
issue of timing difference ,r,,"n' 

nt tn" project under the PCOM method there is onry an
year, s€cond y"rr.nd on*".d1 

t":*-:t to the profitdurinS the construction periodfor first
get ultimately decr.r"r.ro onlloo,tjll 

the completion of the project. The overalr protis,rii

13. Hence it is requested not tr
foflowed over the years .noo 1':t:to 

the PcoM workings which has been consistenuy

method or pcoM ;;.* r,#:t i,: :,;;[ff :ffiff, ;irr"T:JJ: 
ffi.":

14. We have submitted our clar
4,5g,2l,g28/-mainly due ,o .'t't"t'on 

and explanation on thr

methodrorowedr;";:;;;::rr,";im:*:#"X*::,ii:fl ;:r:"I
15. Without preiudice to the abo!

th.e p 

:oM ; ;,;;;;.,* :",' : :T:ff ^:j,;: ::[:[j ::] j:,:[ ffi]:,: * i 
ji,j

::::'#,:::,[1:#j:]::1th"r ror such,oo,,;;";;;.;:, the set-off/adrustment is
double taxation on ,t 

" 
,.,0 ..llnda".lared 

in the subs€quent Asst. years so that there is no

ThaiikinS.rou,

Yours faithfully,

For VTSTA HOMES,

(AUTHORtsED stGNAruREl

A t-ltu"'tf


