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| and agreem§ent for construction entered into
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Authorized Representative Shri. S.Undikrl shnan, Chartered Accountant

ADVANCE RULING No. KER/05/2023 Dated 22.02.2023
| |

M/s. Prime Property Developers (ﬁereinafter referred to as the

applicant) is a partnexlship firm registered %Under the Indian Partnership Act
and engaged in the buL

iness of constructioj’n and sale of real estate projects,

including villa projectsl | |
\ |

2. At the outset, th prov1§10ns of the Central Goods and Services Tax Act,

2017 (hereinafter referred to as CGST Act)Q and the Kerala State Goods and

Services Tax Act, '20 17 (hereinéfter referred‘to as KSGST Act) are same except

for certain provisions. Accordingly, a reference hereinafter to the provisions of

\
the CGST Act, Rules and the hotlﬁcatlons 1ssued there under shall include a

reference to the correspondmlg prov1s1ons of qhe KSGST Act, Rules and the
| !
notifications issued there under. : {

3. The Applicant requestied advance r}ulil”tg on the following:

‘ '
1. When agreement for cc;nnstruction is entered into with a purchaser
before the execution of sale deed for land 1n favour of the purchaser, is PPD

eligible for effective rate of 5% on gross value of land and construction (i.e.;
availing 1/3r¢ deduction towards land on Effectlve rate of 7.5% as per

notification number O 3/20 19ydated 29 03 20 9)?

i l




2. When agreement for construction with a purchaser is entered into after
the execution of sale deed for land in favour of the purchaser, is PPD eligible
for effective rate of 5% on gross value of land and construction (i.e.; !availing
1/3rd deduction towards land on effective rate of 7.5% as per notification

number 03/2019 dated 29.03.2019)? |

3. Pursuant to the agreement for sale of land and agreerrlent for
construction entered into with a purchaser, there may be supplementary
items of works executed by PPD for the purchaser prior to completion of
construction of the villa. Can GST on such extra works be at 5% without input

credits?
4. Contentions of the Applicant:

4.1. The applicant submits that for villa projects they identify land for
the project and either buys the land outright or enters into agreement
for sale with the Landowners. The agreement for sale is to purchase
the property in their name or in the name of their nominees injone or
more deeds. A combination of outright purchase of a part of the
property and agreement for sale for the remaining area may also be
followed. Then they prepare layout plan and get it approved by the
local authority.

4.2. After obtaining layout approval they start the projectl They

initially do development work of common amenities like compound
wall for the entire project area, internal roads, electrifi(i:ation,
|
plumbing and sanitary works, recreational facilities etc. Ther‘in, they
obtain registration for the project with Kerala Real Estate Regulatory
Authority and carry out marketing activities and identify

purchasers. |

|

4.3. Once a purchaser confirms his interest to purchase ‘h plot
together with a villa, an agreement for sale of the plot togethe}r with
undivided share in common land is entered into between the

purchaser and Landowners. The, plot together with undivided share
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| |
|
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| |

in common land is transferred to the purchaser, once the purchaser

makes full payments for land, through‘ execution of a sale deed,

4.4. The applicant also enters into agreement for construction \mth

the purchaser wherein the purchaser agrees to pay for [the

proportionate cost of common development works and for | the

construction of his villa. Th1s agreement may be entered into e1Jther

before| or after execution of the sale deed for the plot and und1v1ded

share

4.5.

in common land in favour of the purchaser. |
| i

'he Building Permit for the Villa is ohtamed in the name of the

purchaser or in the name of the original Landowners If the Building Permlt

is in the name of Landowners then the name is changed to that of the

purchaser after the sale deed for land is executed in favour of the purchaser

through an application|to the Local Authorlty r

4.6.

: |

| |

The purchaser makes payment to the applicant for the constrdction
‘ ; \

part as per the agreement for construction. C;)n completion of construction

including any additional works, the possession of the Villa is handed over to

the p

rchaser by the apphcant after occupancgl certificate is received and all

| |

payments have been completed Before completlon of construction and

handing over of the Villa, some of the Villa buyers may request the applicant

to make changes, add additional area, undertai<e interior works or extra

‘1tems

etc for which the applicant charges extra amount based on a supplementary

agreement or by endorsemention the construction agreement itself. In réspect

of some Villas for which the purchasers cannrot be initially identified by the

applicant, construction is undertaken by the apphcant using their own'funds

and t
such

obtaiz

4.7.
509.8

of the

ransferred to the purchasers when they are identified. In some| cases

transfers will be done ‘after the ocCupancy certificate for the Villa is

| |

1ed. } ’ ‘

The applicant is currently promoting‘r a \l/illa Project namely; “Prithvi” in

|

1 ares of land in Attipra Village, Thiruvananthapuram Taluk. M‘ajority

land area; i.e.,|308. 76 ares of land is owned by the_applicant and for




the remaining portion of land they have entered into agreements for sale with

the Landowners. A copy of the agreement with one such Landowner is

!
attached as Annexure — A. The applicant has obtained Development|Permit

from the Corporation of Thiruvananthapuram and the permit is attached as

Annexure -B. They have started initial work and had obtained regis‘Ltration

from Kerala Real Estate Regulatory Authority and the Certiﬁctate of

Registration is attached as Annexure-C. The agreements entered into with

purchaser comprising agreement for sale of land is attached as Annexure -D

and agreement for construction is attached as Annexure -E. The

gross

amount [Land + Construction] for all the Villas is expected to exceed Rs. 45

lakhs and hence do not fall under affordable apartment category.

4.8. The applicant has started the Villa Project “Prithvi” after 01.04
and is covered under Notification No. 11/2017 Central Tax (Rate)
28.06.2017 as amended by Notification No. 03/2019 - Central Tax
dated 29.03.2019. Since all the Villas under the project are having a;

.2019
dated
(Rate)

gross

value of above Rs. 45 lakhs they are not covered under the deﬁnif;:ion of

affordable residential apartments and accordingly the rate applicable are as

follows; ‘
|
Type of Construction GST Rate | Effective GST Rate
applicable after excluding 1 /%rd
[CGST+SGST] | towards land portion
Construction of residential 7.5% 5%

apartments other than
“affordable residential

apartments

4.9. The term “Real Estate Project” is defined in Para 4 (xviii) o

I)f the

Notification No. 11/2017 CTR as “Real Estate Project (REP)” shall have the

same meaning as assigned to it in clause (zn) of section 2 of the Real Estate

(Regulation and Development) Act, 2016.




4.10. The term apartment is defined in Section 2(e) of Real Estate (Regulation

| . e

and Development) Act) 2016 and as per Paragraph (xxix) of Notlﬁcatmrl No.

11/2017; residential apartment means an apartment intended for residential

use as declared to the Real Estate Regul‘atory Authority or to Competent

Authority.

[ ! } \

| ‘ f \

4.11. | Therefore, the applicant submits that a,’Villa being a dwelling ungt and

a separate and self —co
to be used for residen
residential apartment

Notifi’cation No: 11

ntained part of an immox‘zable property used or intended
tial purpose is by definition an apartment as weil as a
Accordingly,'Villa fs covered under Serial No:‘ 3 of

2017 Central Tax (Rate) dated 28.06. 2017 as

amended by Notification No: 03/2019 L Central Tax (Rate) dated

29.03.2019.

4.12.|As per Para 2 of the Notification No. 11/2017 CT (Rate) dated

28.06.2017 the value
buyers of villas shall
value| of such transfer
the value of land or u
of the total amount ch
be 2/3rd of the total
Q.No; 36 of the FAQ o
TRU dated 07.05.201
actual value of land,

said notification clear

Theréfore, in all cases
deemed as 1/3™ of t

actual value of land even rf mentioned in rany of the agreement 1§ of no

Accordingly, they are

land|and the actual v

4.13| Accordingly, th
of plot and undividec

of construction services provided by the promoterf to the

be the total amount charged for such supply less the
of land or und1v1ded share of land in such suppiy and
nd1v1ded share of Iand %hall be deemed to be one third
arged for such supply. Therefore, the taxable value shall
value of villa includi;ng !the value of land. The C‘! IC in
n Real Estate Sector‘isshed under F.No.354/32/2019 -
9 clarified that the developer cannot take deduction of
as the Valuatlon mechaﬁlsm prescribed in Para d of the

ly prescrlbes one- th1rd abatement towards value of land.

|

relevE_nce to calculate the GST payable on tl':le construction services df Villa.
d

liable to pay GST after deducting 1/3rd towards \‘l'alue of

R . .|
alue of iand mentioned 1[n the agreement is to be 1gnored.

|
!

1 share of land and the w’/alue of services pre ded by the
_ - <R

s the value of land 1ncluded in the value of Villa shall be

he total value of V111a mcludlng the value of land The -

e apphcant is of the v1ew that since the sum of the value




applicant are considered for the purpose of arriving at the total value,‘ it is not
material whether the sale deed was executed before or after the execLution of
construction agreement. It has no effect on the effective rate of tlaxation.
Hence, irrespective of the fact that the sale deed for land is executed before or
after the construction agreement, applicable rate is 5% without iriilput tax
credit on the whole value. i

4.14. As per Section 9 of the CGST Act, 2017; GST shall be levied on tl"ge value
determined under Section 15. Section 15 states that the value of a supply of
goods or services or both shall be the transaction value, which is tﬂe price
actually paid or payable for the said supply of goods or services or botlp where
the supplier and the recipient of the supply are not related and the price is

the sole consideration of the supply.

4.15. As per Section 2 (30) of the CGST Act, the term composite supply is

defined as follows; “Composite supply” means a supply made by a taxable

person to a recipient consisting of two or more taxable supplies of goods or
services or both, or any combination thereof, which are naturally bundied and
supplied in conjunction with each other in the ordinary course of bu%siness,
one of which is a principal supply. Based on the above definition, extra works,

structural changes, interior works etc carried out before completion\ of the

construction is part of composite supply of service of construction and sale of

\
villa. l
|

4.16. As per Section 8 of the CGST Act, the tax liability on a composite supply,
comprising two or more supplies, one of which is a principal supply, s;hall be
determined treating it as a supply of such principal supply. Accordinély, the
applicant is of the view that the tax rate applicable on the structural cl’::tanges
or adding some additional area or undertaking interior works, extra wotks etc
carried out before completion of the construction is also liable to tax|at the
rate of 5% without input tax credit, with completion of construction being the
date of occupancy certificate for the Villa or date of handing over of the Villa,

whichever is earlier.




| |

‘ ‘ 1 |
4.17. The applicant places reliance on the Advanl:e Rulings under similar facts

by the AAR, Kerala| in the following | orderS' Advance Ruling f No.
KER/116/2021 dated 28.05.2021 of M/s V1¢tor1a Realtors and Advance
Ruling No. KER/117/2021 dated 28.05. 202 1of M/s Dharmic Living Prlvate

Ltd.

5.

provisions of Section 9

f i
. J[ |
Comments of the Jurisdictional Officer: |

The application iwas forwarded to the ’ jurisdictional officer as} per

(1) of the CGST Act. The jurisdictional officer has not

offered any comments and hence itis presumed that the jurisdictional ofﬁcer

has no specific commlents to offer. It is also|construed that there are no

proceedings pending on the issue against the apphcant. ‘

6.

r J \

o |
Personal Heann’g ; ‘ f “

The applicant Lvas granted opportumty for personal hearmg on

20.07./2022. Shri. S.Unnikrishnan, Chartered Accountant represented the

|

applicant for personal hearing. He re1terated’ the contentions made m the

|

application and requested to issue the ruhng on the basis of the subm1ss1ons

made [in the apphcatwL'r. | | ' |

7.

7.1.

\
Discussion and Conclusion: ' ’f '

| . |

| i
The matter was! examined in detail. The questions to be answered are

regarding the rate of| tax and taxable value [m respect of the constructlon

|

services of the Villas rendered by the apphcant The contention ‘of the

applicant is that the yillas being constructed by them fall under other than

affordable category and as per provisions of Not1f1cat10n No. 11/2017 Central
Tax (Rate) dated 28. Oé 2017 as amended by Notlﬁcatlon No. 03/2019 (Dentral
Tax (Rate) dated 29.03.2019, the rate of GST ’pphcable is 7.5% for vﬂlals other

than|affordable villas land the provisions of Paragraph 2 of the said notification

| ‘ | i [
apply for valuation of the service and accordirigly one-third of the total amount

charged for the supply is ehglble as deductlon as the value of transfer\of land

and
valu

undivided share of land 1nvolved in the supply in determining the ‘taxable

e irrespective of undivided share of land. In




respect of the amount charged by them from the villa buyers for the structural
changes or undertaking interior works, extra works etc carried out before
completion of the construction the contention of the applicant is that the
amount so charged also forms part of the gross amount charged for
construction and sale of the villa and accordingly is liable to GST at t}]le same

rate as applicable for the construction service.

7.2. A new tax structure for real estate sector was introduced w1t|h effect
from 01.04.2019 onwards by amendment of Notification No. 11/2017 ’pentral
Tax (Rate) dated 28.06.2017 by Notification No. 03/2019 - Central Tag( (Rate)
dated 29.03.2019. Admittedly, the services of construction of villas are being
rendered by the applicant after 01.04.2019 and hence the rate as notified
under the new tax structure is applicable in respect of the construction

services rendered by the applicant.

7.3. The entries at Items (i) and (ia) of Sl. No. 3 of Notification No. 11/2017
Central Tax (Rate) dated 28.06.2017 as amended by Notification No. 03/2019
Central Tax (Rate) dated 29.03.2019 reads as follows; \

“Heading 9954 — Construction services - l

(i) Construction of affordable residential apartments by a promotcl’r in a
Residential Real Estate Project (herein after referred to as RREP) l which
commences on or after 1st April, 2019 or in an ongoing RREP in resi:)ect of

l

which the promoter has not exercised option to pay central tax on
construction of apartments at the rates as specified for item (ie) or (if) %below,
as the case may be, in the manner prescribed therein, intended for sa%le to a
buyer, wholly or partly, except where the entire consideration haé| been
received after issuance of completion certificate, where required, l\py the
competent authority or after its first occupation, whichever is élfarlier.
(Provisions of paragraph 2 of this notification shall apply for valuation lbf this

service) ‘\

(1a) Construction of residential apartments other than affordable residential

apartments by a promoter in an RREP which commences on or after 1st April,

—




2019

’ ‘

|
10 ( |

or in an ongoing RREP in respect of \Lvhich the promoter has| not

exercised option to pay central tax on constructkon of apartments at the tates

as specified for item (ie) or (if) below, as the case may be, in the manner

prescr:

ibed therein, intended for saleto a buyer “wholly or partly, except vx)here

the entire consideration has been received after issuance of complet1on

certificate, where reqdlred by the competent authority or after its

first

|

occupat1on whichever 1s earher (Provisions of paragraph 2 of this notification

shall apply for valuation of this service).

7.4.

| |
| .
[ |

The rate of GST applicahle for entry at Item (i) is 1.5% [0.75% - Cd‘rST +

0.75%| - SGST] and for the entry at Item No. [(1a) is 7.5% [3.75% - CGST +

3.75%|- SGST]. The above rate of GST is subject to the conditions mentloned

therein. i i 1 \

. |

The conditions that are common for both the entries are as extracted bé‘:low;

|

“Condition: Provided tLat the‘ central tax at the rate specified in colurr‘m 4)

shall be paid in cash, that is, by debiting the electronic cash ledger only,

Provided also that cre?1t of 1nput tax chargedlon goods and services used in

suppl]

ying the service has not been taken except to the extent as prescrlbed

in Annexure I in the case of REP other than RREP and in Annexure II 1n the

case of RREP; | | \

Provic

credit

j |
led also that the reglstered person shall} pay, by debit in the electronlc

ledger or electronic cash ledger, an amount equivalent to the 1nput tax

credit attributable to constructlon ina prO_]eCLE time of supply of which is on

or aff

! |
r 1st April, 2019, Wthh shall be calculated in the manner as prescrlbed

in the Annexure I in the case of REP other than RREP and in Annexure II in

| |

the case of RREP; ‘ Co ‘

|
Provided also that where a reglstered person (landowner- promoter) who

trans

|
fers developmerflt right 'or FSI (mclu‘dln! additional FSI) to a ermoter

(developer- promoter) against consideration, ;wholly or partly, in the form of

consLm.lction of aparntments, - (i) the develcper-promoter shall pay 'tax on

supp

ly of construction of apartmeﬁtéétq_ ‘the landowner- promoter, 1and (ii)
- [ -" ? o . !
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such landowner — promoter shall be eligible for credit of taxes charged from
him by the developer-promoter towards the supply of construction of
apartments by developer-promoter to him, provided the landowner- promoter
further supplies such apartments to his buyers before issuance of completion
certificate or first occupation, whichever is earlier, and pays tax on the same
which is not less than the amount of tax charged from him on construction of

such apartments by the developer- promoter.

Explanation. - (i) —developer- promoter is a promoter who constructs or
converts a building into apartments or develops a plot for sale, (ii) landpwner-

promoter is a promoter who transfers the land or development rights|or FSI

to a developer- promoter for construction of apartments and receives
constructed apartments against such transferred rights and sells such

apartments to his buyers independently.

Provided also that eighty percent of value of input and input services, [other
than services by way of grant of development rights, long term lease j}f land
(against upfront payment in the form of premium, salami, development
motor spirit, natural gas], used in supplying the service shall be received from

charges etc.) or FSI (including additional FSI), electricity, high speed diesel,
registered supplier only;

Provided also that inputs and input services on which tax is paid on reverse

charge basis shall be deemed to have been purchased from registered ﬁerson;

Provided also that where value of input and input services received from
registered suppliers during the financial year (or part of the financial year till
the date of issuance of completion certificate or first occupation of the project,
whichever is earlier) falls short of the said threshold of 80 per cent, central
tax shall be paid by the promoter on value of input and input services
comprising such shortfall at the rate of nine percent on reverse charge basis
and all the provisions of the Central Goods and Services Tax Act, 2017 shall
apply to him as if he is the person liable for paying the tax in relation to the

supply of such goods or services or both,;




|
\
\
|
\
‘ 12
|

\

Provided also that noththstandmg anythlng contained herein above, where

cement is received from an unreg1stered person, the promoter shall pay tax

on supply of such cement at the apphcable 'rates on reverse charge basis and

all the provisions of th Central Goods and Serv1ces Tax Act, 2017 shall apply

to hij as if he is the p |
of cement; ; !
Explanation. - 1. The romote‘r shall malntaln

supplﬂes from registered and unreglstered
payments on the sho

the same in the presc

r&:fall at the end of the financial year and shall submit

érson liable for paymg the tax in relation to such supply

project wise account of inward

(L)

supplier and calculate tax

ribed form elec‘tromcally on the common portal by end

of the|quarter following the financial year. The tax liability on the shortfall of

inward supplies from

\}mregmtered person so d

|

etermined shall be added to his

output tax liability in [che month not later 1than the month of June following
) ‘

the end of the financia

2. Notwithstanding an}

received from unregist

is received.

year. }

ything contalned in Explanation 1 above, tax on cement

ered person shall be pald in the month in which cement

3. Input Tax Credit not avalled shall be reporte d every month by reporting the

same |as ineligible credit in GSTR 3B [Row No.

7.5. |Para 4 of the

28.06.2017 as amended by Notlﬁcatlon No 03

Notiﬁcétion No. 11 / 2(

4 (D)(2)).”

)17 Central Tax (Rate) dated

/2019 Central Tax (Rate) dated

29.03.2019 provides the definition of the !different terms used in the|above

entries. The relevant definitions are ‘reproduced below;

(xiv) the term —apart

ent shall have the s

|

e meaning as assigned to it in

clause (e) of section 2 of the \Real Estate (\Regulatlon and Development) Act,

2016;

(xv) the term — projeg

Estate Project;

' (xvi) the term —affords

apartment in a project whlch‘ commences on

1ble residential apartment shall mean,

t shall ‘mean a Real Estate Project or a Residential Real

- (a) a residential
r 1st April, 2019, or in an
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ongoing project in respect of which the promoter has not exercised option in

the prescribed form to pay central tax on construction of apartments at the
rates as specified for item (ie) or (if) against serial number 3, as the case may
be, having carpet area not exceeding 60 square meter in metropolit:L'x cities
or 90 square meter in cities or towns other than metropolitan cities jand for
which the gross amount charged is not more than forty five lakhs rupees.

(xvii) the term —promoter shall have the same meaning as assigned|to it in
clause (zk) of section 2 of the Real Estate (Regulation and Development) Act,
2016

(xviii) the term —Real Estate Project (REP) shall have the same meaning as

assigned to it in clause (zn) of section 2 of the Real Estate (Regulati!on and
Development) Act, 2016;
(xix) the term —Residential Real Estate Project (RREP) shall mean a|REP in
which the carpet area of the commercial apartments is not more than 15 per
cent of the total carpet area of all the apartments in the REP.
(xxix) “Residential apartment” shall mean an apartment intended for
residential use as declared to the Real Estate Regulatory Authority or to

competent authority.

7.6. The relevant clauses of Section 2 of the Real Estate (Regulati)on and

Development) Act, 2016 which contains the definition of the |terms;

“apartment”; “promoter” and “real estate project” are reproduced beloyv;

(e) "apartment" whether called block, chamber, dwelling unit, ﬂaﬁ;, office,
showroom, shop, godown, premises, suit, tenement, unit or by anﬁv other
name, means a separate and self-contained part of any immovable pxljoperty,
including one or more rooms or enclosed spaces, located on one or morlp floors
or any part thereof, in a building or on a plot of land, used or intendéd to be
used for any residential or commercial use such as residence, officej, shop,

showroom or godown or for carrying on any business, occupation, pro[fession

!
or trade, or for any other type of use ancillary to the purpose specified.
(zk) "promoter" means,— (i) a person who constructs or causes| to be

constructed an independent building or a building consisting of apartments,




or converts an existing building or a part thereof into apartments, for the

purpose of selling all or

his assignees; or (ii) a p

some of the apartments|to other persons and incl‘udes

erson who develops land into a project, whether or not

the person also constructs structures.on any of the plots, for the purpose of

sellingto other person

all or some of the plotg in the said project, whether

with or without structures thereon; or (ii) any development authority or any

other public body in respect of allottees of— (a) buildings or apartments as

the case may be, constructed by such author1 ty or body on lands owned by

them or placed at thei
such authority or body
purpose of selling all or

r d1sposa1 by the Government' or (b) plots owned by
or placed at their disposal by the Government, for the

some of the apartments or plots; or (iv) an apex ! ‘State

level co-operative housing finance society and a primary co-operative housmg

society which constru

respect of the allottees of such apartments

person who acts himse

‘ \
cts apartments or bui{dings for its members or in

‘r buildings; or (v) any other

If as a builder, coloniser contractor, developer, estate

developer or by any other name or claims to be lacting as the holder of a power

of attorney from the owner of the land on wh1ch the building or apartmént is

constructed or plot is developed for sale: ot (vi) such other persorr who

constructs.any building or apartment for sale to the general public. }

(zn) "n

real estate project” means the development of a building or a buﬁldmg

consisting of apartments, or oonvertlng an emstmg building or a part thereof

|

into apartments, or the development of land into plots or apartment, as the

case may be, for the p

rpose of selling all or some of the said apartmei’xts or

plots or building, as the case may be, and m‘cludes the common areas, the

development works,

all improvements and,l structures thereon,

|
and all

easement, rights and appurtehances beloniginé thereto. ‘
|

8. On a plain readi

ing of the entries at fIter{n (i) and (ia) of Sl. No. 3 ‘of the

Notification No. 11/2017 Central Tax (Rate) tlated 28.06.2017 as extracted
‘ |

above,

it is evident that the rate of GST prescribed under the entry at Item (i)

applies to construction of affordable res1dent1al apartments and undLer the

entrylat Item (ia) applies to eonstruct1on of res1dent1al apartments other than

affordable residential
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project intended for sale to a buyer except where the entire consideration is

received after issuance of completion certificate.

4

9. From the definition of the term “apartment”; “residential apartment”

“real estate project” and “promoter” as above it is clear that the residential

villas being constructed by the applicant fall within the definition of
residential apartment and the projécts undertaken by the applicant fall within .
the definition of real estate project and the applicant fall within the definition
of “promoter”. Further, on a conjoint reading of the above provisions & f law,
the facts as stated in the application; the terms and conditions 'i[in the
agreements and the documents produced it is seen that the services of
construction of villas provided by the applicant squarely fall within the
description of services specified in Item (ia) of Sl. No. 3 of the Notiﬁcati‘\on No.
11/2017 Central Tax (Rate) dated 28.06.2017 as amended by Notification No.
03/2019 Central Tax (Rate) dated 29.03.2019 and accordingly the tax rates
as prescribed in the said entry shall be applicable to the said services supplied
by the applicant. Accordingly, the applicant is liable to pay GST at the rate of

7.5% [3.75% - CGST + 3.75% - SGST] in respect of the services of construction

of residential apartments other than affordable residential apartments as per
entry at Item No. (ia) of Sl. No. 3 of Notification No. 11/2017 Central Tax (Rate)
dated 28.06.2017 subject to the conditions prescribed under the entry.

10. The next question raised by the applicant is regarding the taxable value
of the services of construction of residential villas rendered by them. Both the
entries at Item (i) and (ia) of SL. No. 3 of the Notification No. 11/2017 Central
Tax (Rate) dated 28.06.2017 specify that the provisions of Paragraph 2 of the

said notification shall apply for valuation of the service. The provisions trf Para
2 of Notification No. 11/2017 Central Tax (Rate) dated 28.06.2017 is extracted

below; |

“2. In case of supply of service specified in column (3), in item (i), (ia), (ib), (ic),

(id), (ie) and (if) against serial number 3 of the Table above, involving tLansfer

of land or undivided share of land, as the case may be, the value of such
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the value of transfer of land or undivided share of land, as the case méy be,

and the value of such transfex‘L of land or undi‘lided share of land, as the case

may be, in such supply shall be deemed to be one third of the total a.rLlount

charged for such supply.

|
|
Explanation. —-For the Lurposes of this paragra;ph —” total amount” means the

sum total of, - ‘ |

(a) consideration charjed for aforesaid service; and
(b) amount charged fo
may be including by \J

i
\
transf(%r of land or undivided share of land, as th‘b case

ay of lease or sublease.’ \

The amount charged|by them from the villa buyers for some stru?ctural

. . . ‘ l .
changes or undertaking interior works, extra works etc carried out before

completion of the construction being part of overall construction services and

natur

|
ally bundled when supplied to the villa buyers should be included in the

consideration charged for the| construction service and shall form part‘of the

total amount charged for the éupply as defi‘necl in explanation to Para 2‘of the

Accor

value

}

I
I

said notification. i |
|

dingly, in terms of the above Para 2 of t;he said notification the téxable

in respect of the service specified at jtem (i) and (ia) of Sl. No. 3{of the

said notification is the total amount charged for the supply less the value of

land or undivided share of land and the v?alu\ of land or undivided sﬂare of

land

suppl

third
value

total

supply. | o |

shall be deemed to be one third of 1theE total amount charged for the
y. As the value of land or undivided share of land is deemed to b¢ one-
of the total ament charged for the supply irrespective of the actual
of land the applicant is eligible to avail deduction of one-third jof the

. : | .
amount charged for the supply in a;riv?ng at the taxable value of the

In view of the observations stated above,i the following rulings are ;1ssued;
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RULING

Question-1: When agreement for construction is entered into with a
purchaser before the execution of sale deed for land in favour of the
purchaser, is PPD eligible for effective rate of 5% on gross value of land and
construction (i.e.; availing 1/3rd deduction towards land on effective rate of

7.5% as per notification number 03/2019 dated 29.03.2019)?

Answer: The applicant is liable to pay GST at the rate of 7.5% [3.75% - ?CGST
+ 3.75% - SGST] in respect of the services of construction of residjential
apartments other than affordable residential apartments as per entry at Item
No. (ia) of Sl. No. 3 of Notification No. 11/2017 Central Tax (Rate) dated
28.06.2017 subject to the conditions prescribed under the entry in the villa
project irrespective of whether the agreement for construction is entered into
with a purchaser before the execution of sale deed for land in favour of the

purchaser or after the execution of sale deed for land.

Question-2: When agreement for construction with a purchaser is entered

into after the execution of sale deed for land in favour of the purchaser, iF PPD
eligible for effective rate of 5% on gross value of land and construction (i.e.;
availing 1/3 deduction towards land on effective rate of 7.5% as per
notification number 03/2019 dated 29.03.20 19)?

Answer: Yes. In view of the answer to Question No. 1 above.

Question-3: Pursuant to the agreement for sale of land and agreement for

construction entered into with a purchaser, there may be supplementary

items of works executed by PPD for the purchaser prior to completion of

|

construction of the villa. Can GST on such extra works be at 5% without input
i
credits? |

Answer: The amount so chargga by the applicant from the villa buyers for




construction shall form part of the total am

defined in explanation to Para 2 of Notification
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|
V
!

o]

unt charged for the suﬁply as
|
No. 11/2017 Central Tax (Rate) |

dated 28.06.2017 anli accordingly will be liable to GST at the same rate as

specified in Item No.

prescribed therein.
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