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M/s MLII'I‘A AND MODI HOMES,
: Door Ne 5-4-187/3 & 4, M.G. Road, oec’bad

20113817

Examination of your tecotds on :9-02- has shown that the correct
amount of Value Added Tax have not been declared in the VAT 200

Returns listed below. Under the provisions of APVAT Act, 2005 the
following tax amounts are assessed for the tax period Shown below:
Period | Output / Declared Found Under
: | Inputiax | _ Correct Declared
184467S 895000
iR 2496310 1561000
e | 3104249 1707000
e 852589 322000
b b e e Net Tax Due 44,85,000/-

( Rupees Forty Four Lakhs Eighty Five Thousand only)
Explanation for the above

M/s Mehta aud Modi Homes, 5-4-187/3 & 4. M.G: Road, Sec:
are builders constructing and selling of independent residential
villas in fully developed operational gated housing complex at IDA
Cherlapally and paving tax @ 4% on 25% of sale consideration. In this
gated housing cornplex theyv are laying Bitumin roads, constructing club
houses, swimming puols. drains, parks, electricity, etc. They have started

paying tax from 2006 07. As per Deputy Commissioner (CT), Begumpet

Rad

Division audit authorization in ADM 1B No 20121128093283 it
29 11.2012 issued ana served VAT 304 notice on 29.11.2012 to Sri Jaya

Prakash, accounts officer of the company to keep ready of their business
records for VAT audit to be held on 2.2012. After taking
adjournment they filed tellowing business recc;-.rds.
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Commercial Tax Officer (INT.)
Olo. The Deputy Commissioner (CT)
Begumipet Division, Hyderakad.



Statement of sale dstails of villas where VAT is paid from the
starting of project

Statement of un — registered villas and vacant from the starting of
project

Statement of abstract purchase value of goods involved in
executive of works (nntmct 01.04.2009 to 31.03.2010 certified by
Charted Accountant

Audited p & I, balance sheet 2009-10, 2010-11, 2011-12

Sale deeds of residential plots to prospective buyers of villa
Prashanth Benerii, Ramesh Chanda, Anil Kongeri

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

On verification of the above documents it is noticed that they
are selling land / plot separately and entering separate agreement
for construction of villa and paying tax U/s 4 (7) (d). As per
advance ruling in AP COM/48/2012 dt: 15.09.2012 on the case of
M /s Nobel Properties, Bajanra hills, Hvderabad it was clarified that
agreement for construction of villa on the land sold by the builder
to the buyer will fall under the section 4 (7) (b) of APVAT Act
taxable @ 5% on total consideration received towards the
construction of building. Further as per advance ruling in AR
COM/165/2006 di: 01.02.2007 in the case of M/s VPL Projects (P)
itd, it was clarified that on a land already owned by the customer
and the applicant has no rights to sell or to register the housing
unit, such transactions does not come within the preview of
construction and selling of residential houses. Further the tax rate
of 4% on 25% of the consideration received is spec:lﬁcallv linked to
consideration received or receivable or market value fixed for the
purpose of stamp duty as clarified in advance ruling no
E© CF/PMT/P&‘J,AR’ COM /566 /2005 dt: 18.05.2006in the case of
M/s Kashi Kanchan, Tirmulgherry. Hence this is a normal works
contract atrracting provisicns under clause (a) and clause ( ¢ ) of
sub - section {7} of section (4) of the APVAT Act. Whereas the
assesse is paving lax @ 4 / 5% om| 25% value of total sale
:“on*'c'eration of villa as per section 4 {7) (d) of APVAT Act 2400

vhich is against the clarification cited above which are binding on
,}-,1& assessing authority. Hence it is propesed to reject the payment
of VAT tax due Lv assesse 1J/s 4 (7) {d) and proposed to levy tax
U/s 4 (7) (bl @@ 4 / 5% on otal consideration received on building
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construction charges as worked out below from 2009-10 to 2011-

12.
e {Figures Rs. In Lakhs)
S.No Description | 2009-10 | 2010-11 | 01112 2012-13 (
e i hi up to Sep)
i {up to (After
ook e e s s il SERRo) i oepiTe)
1 Turnover ; 449.67 935.31 |/ 1041.63 | 355.61 449.67
o declmed i ol e '
2 | Tax paid @ 4/5% | 4.49 9.35 10.41 4.44 6.38
on 25% value of |
(1} S
3 No of villas sold }*1\{0}”, 26 No s | lll 22 Nois' | 9Ne's 8 No s
4 Estimated 336.00 | 624.00 ' 5280 216.00 WO =
turnover of | | 2R ®©
construction @@ | :
Rs: 24,00,000/ - L i ? ~7 AR
L vl e i@(“”/ e tflesb) & > o g
50 ”;a,x proposed ¢ 4P| 13.44 | 2496 [ [21.12 | 10.80 5h =/ 192
| 4/5%Ujs 41T L | Glas S 2o
e e {’:‘ﬁ ] (?_"3 -loel ypy 63
6 | Undor declared = | 695 | 1561 67 636 322 =|4es<
i tax : |

Thus they have under declared total output tax of Rs: 44 .85 lakhs
from 2000 — 10 to 2012 ~ 13 (up to sep) as worked out above as per the

discussion made stiia.

In view of the above it is proposed to assess them total under

declared output tax of Rs:

44.85 Lakhs

and

issued VAT 305 A

assessment notice as per Deputy Commissioner (CT) Begumpet Division
assessment authorization in ADM 1C 20130223525462 dt: 2302 2018

Accordingly a VAT 205 A notice dt: 23-02-2013 was issued and
served on the assesse on 23.02.2013 requesting them to file written
objections if any within {15} days of receipt of the notice. On 12.03.2013
Sri M. Jaya Prakash, accounts officer of the company filed letter raising

following objections.

1) That advance ruling in M/s Nobel Properties is not applicable to
(heir case as they enter initial agreement for sale of villa along with
land. As per clarification in second para B above they are eligible to
pay 1% tax on total consideration.

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

order.
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3) That advance ruling in «“\’I /s Kashi Kanchan is in respect of land
developers and 1% rate is specially linked to consideration for the
purpose of stamp duty. They stated that as per their initial
agreement thev have every right to sell such property hence this
ruling is not applicable to them.

4) That they enter agreement with prospective buyers for sale of proto
type bungalows with certain amenities and total consideration
consists of cost of land, development of tand, cost of construction
of bungalow and thev paid 1% on this receipts as per ruling in M/s
Mytas dt: 30.07.2006 and enclosed copy.

5) That they are eligible to pay 1% tax whether consideration received
in composite manner or separate ftowards land cost and
construction cost.

6) That after registering land by a sale deed and there is no
subseqguent r'="i¢"‘-'""1ﬁon after completion of construction also they
ace cligible to pay @ 1% tax on total consideration.

7) That even though they ave separately entering agreement for
construction and for fi(‘\'i_‘.k)})l’(i(ill'[ cha (t-) s subsequently they are
paving tax @ 1% on total of these two agreements.

8) That as per ';"-"i'y'»*;s“ riling they are paying tax @ 1% on total
consideration of land cost and construction cost hence requested
to drop proposal of tax U/s 4 (7} (b).

In personal hearing on 16.03.2013 Sri M. Jaya Prakash, G. Kanka
Rao of the company and Sri D.S.Ram Kumar, C.A.authorized tax
consultant aiso reiterated the same contention. Further they stated
that they are nu: registering original / i itial agreement at sub_—
ted any evidence to this effect. In very few
cascs they registered coustruction agreenient at Sub Registar. The
contention of assesse iz examined carefully in the light of advance
rulings cited. As ner ruling in M/s Nobel Properties only construction
and seiling of vilins aleng with land in a single deed will fall under
section 4 (7) (d). Further if the agreement for construction of villas on
the land sold by the applicant to the buyer doesn't fall under section 4
(7) 1) but falls undev section 4 (7} (¢} if opts composition and 5% of
VAT or the totai cousideration received onl construction of buildings.
In their case there s no sgle sale deed of land and buildings hence
thev doesn't comic undey section 4 (7} (g) in M/s VPL Projects (P) Ltd,
ISIT ery no (4} it % tied that if the applicant is executing the
constructions of houses i a land alreacly owned by the customer and
the apphlicani has no rights to register the housing unit such
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transaction doesn’t come within preview of construction and selling of
house hence doesn’t fall U/s 4 (7) (d). Further for query (3) if the
houses either in semi finished or finished condition are sold by an
initial agreement of sales and subsequently by a sale deed wherein
the applicant is having right to sell and receive the consideration
whereas in their case only plot is sold and there is no right to sell
subsequently hence this ruling in query (3} is not applicable to them.

In M/s Kashi Kanchan it was clarified that only in respect of
buildgers and developers who have right to scll such houses section 4
(7) {d) is applicable. Further rate of 4% on 25% of consideration
received or receivable or market vaiue fixed for the purpose of stamp
duty total stamp duty is collected.on houses including on land
whereas in their case only on land cost stamp duty is paid hence
section 4 (7) (d) is not applicable to them.

In M/s Mytas Hill County (P) Ltd. it was clarified that where the
land and house constriicted there on are scld through a single deed
section 4 (7) (d) applicable. In respect of where the land is first sold
and a construction agreement registered with Sub — Registar section 4
(7) id) is applicahle if laid down in the initial agreement of sale
wherzas they have net subimnitted any evidence of registering of
construction agreement so far. Further (3) constructions agreements
menticned in VAT 305 A notice also nnt registered with Sub -
Registar, in personal heariag di: 16.03.2013 also they stated that very
few construction agree ue'w are registered with Sub - Reégistar.
Hence the facts oi Vivtas Hill County {P} Ltd, are different to the
applicant own case e miding in situation {2) and (3) of the same is
not applicable to the assesse as they are nol registering single deed
for land and house and also not registering construction agreement
with Sub - Registar hence the ruling in M/s Mytas Hills County (P)
Ltd is not applicable to assess: case as facts are different. In view of
latest clarification in M/s Nobel Properties and M/s VPL Projects (P)
Ltd and discussion made supra in 1”‘]’)6’(t of M/s Mytas Hills County
(P) Ltd the contentiou of assesse 1s xqcuux and proposal of tax @ 4 /
5% U/s 4 (7) { © ) on composition cof consideration received on
construction cost as proposed in VAT 3456 d 1302 2018 isiherc: by
confirtoed and I el VAT 305 assessment potification with under
declared output tox of Ra: 44,85,000/- as dctailed below.
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There are no Inter = S ate sales.

The demand of Rs; 44,85,000/- shall be paid within (7) days of this
order as they alreadyv availed time in filing business records for VAT

304 audit initation notice dt. 29.11.2012 and granting (15) days time
in assessment notice,

NOTE: An appeal azaimst these orders lies to the Appellate Deput

Pl :
Commissioner {CT) Punjagutta Division, within (30) days from
the date of receipt ot these orders.

COMMERCIAL TAX OFFICER (INT)
BEGUMPET DIVISION HYDERABAD

Commercial Tax Officer (INT.)
Ofo. The Deputy Commissioner (CT)
Begumpet Division, Hyderabad.
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