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Declared Services...66E

construction of a complex, building, civil structure
thereof, including a complex or building Intended for s:
buyer, wholly or partly, except where the entire conside
received after issuance of completion-certificate by the cc
authority

(h) service portion in the execution of a works contract




Works Contract....Definitior
T

65B(54) “works contract" means a contract wherein:

transfer of property in goods involved in the executior
contract is leviable to tax as sale of goods and

such contract is for the purpose of carrying out const
erection, commissioning, Iinstallation, completion, fitt
Improvement, repair, renovation, alteration of
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Under Construction Flats

> arsen oupro nr. VsS. ate O al'na
Anr. [TS-156-SC-2013-NT]

> upheld the levy of VAT on sale of under-construction
the grounds that it involves an element of works-contra

> The developers had undertaken to build for the prec
purchaser. Such construction/development was to
payment of a price in various installments set ou
agreement.

> work was undertaken by the developer for and on beh:
purchaser, and not for himself and the owner of the lan
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Relevant Exclusions
T

transfer of title in goods or immovable property, b
sale, gift or in any other manner

‘Title’ 1s a broad expression in law, which need not Dbe
understood as akin to ownership. The said expression
different forms of a right to a property which can include
possess such property. In case of Rajendra Kumar v. Poos:
1975 Mad. 379 the Hon’ble Madras HC has laid that ‘Title’
present right or interest in an immovable property ca
contracting to convey and cannot be understood as sc
equivalent to the process of making of title
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Exemptions




Exemption Notification 25/2012....

!erwces prowHeH !O !”e !overnmen!, a ‘oca‘ au!”or

governmental authority by way of construction,
commissioning, installation, completion, fitting out,
maintenance, renovation, or alteration of -

» Omitted

» a historical monument, archaeological site or remains of
Importance, archaeological excavation, or antiquity
under the Ancient Monuments and Archaeological S
Remains Act, 1958 (24 of 1958);

o5 Omitted

d)
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Exemption Notification 25/2012....
12A..1ntr from 01.03.201

ervices provide o) e Government, a local author
governmental authority by way of construction,
commissioning, installation, completion, fitting out,
maintenance, renovation, or alteration of -

» a Civil structure or any other original works meant predominant
other than for commerce, industry, or any other business or profe

» a Structure meant predominantly for use as (i) an educatiol
clinical, or (iii) an art or cultural establishment

» a residential complex predominantly meant for self-use or the u
employees or other persons specified in the Explanation 1 to cle
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Cumulative reading of 12 & 12A

- !xemp!lon app‘lcag‘e IN CaSes W”ere !”e Con!rac! was

01.03.2015, since there was no scope for factoring service

1 Reimbursement of service tax In existing contracts
difficult and resulted in stoppage of contracts

2 Contracts should be completed by 2020, failing which thel
liability for service tax from 01.04.2020
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Exemption Notification 25/2012....

b

Services provided by way of construction, erection, commissioning,

completion, fitting out, repair, maintenance, renovation, or alteration of -
(a) a road, bridge, tunnel, or terminal for road transportation for use by general

(b) a civil structure or any other original works pertaining to a scheme undet

Nehru National Urban Renewal Mission or Rajiv Awaas Yojana;

(ba) a civil structure or any other original works pertaining to the “In — situ rehe
existing slum dwellers using land as a resource through private participatior

Housing for All (Urban) Mission/Pradhan Mantri Awas Yojana, only for ex

dwellers

- .. .. .
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Exemption Notification 25/2012....

1;. ignig
ervices pI‘OVI e \Y4 Way OT construction, erection, commil

Installation, completion, fitting out, repair, maintenance, retl
or alteration of -

(c) a building owned by an entity registered under section
the Income tax Act, 1961(43 of 1961) and meant predomir
religious use by general public;

(d) a pollution control or effluent treatment plant, except Ic
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Exemption Notification 25/2012....
14

!! !erwces Ey way O‘ COI’]S!FUC!IOI’], erec!lon, COMmMmISSI(

Installation of original works pertaining to,-

o ab—alrpert—port or railways, teluding excluding mol

metro;

Explanation — The services by way of construction,
commissioning or installation of original works pertaining to
or metro, where contracts have been entered into before 1
2016, on which appropriate stamp duty was paid, shal
exempt
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Exemption Notification 25/2012....
14A..1ntr from 01.03.201

. Services by way of construction, erection, COmMmISSI
Installation of original works pertaining to an airport
provided under a contract which had been entered into pri
March 2015 and on which appropriate stamp duty, where a
had been paid prior to such date

Provided that Ministry of Civil Aviation or the Ministry of Sh
the Government of India, as the case may be, certifies
contract had been entered into before the 1st March 2015

" The exemption entry is valid only till 31st March 2020,
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Exemption Notification 25/2012....
14..con

. Services by way of construction, erection, coOmmissi
Installation of original works pertaining to,-

2 a single residential unit otherwise than as a part of a re
complex;

2 low-cost houses up to a carpet area of 60 sgquare me
house In a housing project approved by competent ;.
empowered under the ‘Scheme of Affordable Hol
Partnership’ framed by the Ministry of Housing and Urbar
Alleviation, Government of India;

2 low-cost houses up to a carpet area of 60 sgquare me

under: 20



Exemption Notification 25/2012....
14..con

. Services by way of construction, erection, coOmmissi
Installation of original works pertaining to,-

1 post-harvest storage Infrastructure for agricultural
Including a cold storages for such purposes; or

2 mechanised food grain handling system, machinery or ec
for units processing agricultural produce as food stuff e
alcoholic beverages
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Exemptions to Sub-contractors..

!g( !erwces Ey !”e ‘o”owmg persons in respec!lve capam!u

to annther contractor nrovidina worke cantract cerifice



Services by Government 25/72012....

- gerwces provéeg Ey !overnmen! excep! ‘or !”e ones Cc

the Negative list are subjected to tax
1 Reverse Charge Mechanism is made applicable in such cas
2 Various approvals from Municipalities are required for Buil

0 Exemption is provided for services provided by a gove

authoriti bﬁ wai of an activiti INn relation to a function e
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Valuation & Abatement




Section 67 — Valuation of Ta

- Seérvices




Section 67 — Valuation of Ta

- Seérvices




Works Contract Services




Works Contract Services..cont
e

(b) “total amount” means the sum total of the gross amount charg
works contract and the fair market value of all goods and services s
or in relation to the execution of the works contract, whether or not sup|
the same contract or any other contract, after deducting-

(i) the amount charged for such goods or services, if any; and

(i) the value added tax or sales tax, if any, levied thereon :

Bhayana Builders (P) Ltd vs CST, Delhi, 2013-TIOL-1331-CESTAT-DEL}




Definition of Original Works

orlglna‘ WOI’ES mMmeans-

o all new constructions;

2 all types of additions and alterations to abandoned or ¢
structures on land that are required to make them workak

1 erection, commissioning or Iinstallation of plant, mach
equipment or structures, whether pre-fabricated or otherv

2 An exEIanation to declared service Erovides as under:

the expression “construction” includes additions, ,qalt



Abatement & Credits
T

or a part thereof, intended for a sale to a buyer, Service inputs
wholly or partly, except where entire consideration providing
is received after issuance of completion certificate service h
by the competent authority,- taken
provisions
CENVAT (
2004
(a) for a residential unit satisfying both the 25/30%* (ii) The va
following conditions, namely :- included i
charged
(i) the carpet area of the unit is less than service re
2000 square feet; and
(ii)the amount charged for the unit is less than
rupees one crore
(b) for other than the (a) above. 30
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Judicial Precedents

The components which enter into the concept of a tax
known. The first is the character of the imposition know
nature which prescribes the taxable event attracting the |
second is a clear indication of the person on whom the
Imposed and who is obliged to pay the tax, the third is th
which the tax is imposed, and the fourth is the measure or
which the rate will be applied for computing the tax liability.
components are not clearly and definitely ascertainable, it i

vagueness In !I!e ‘egls‘ailve sc“eme Ee'mmg an% C
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Useful Reference
T

Notification 11/2012 — ST dated 17.03.2012

(a) in case of works contracts entered into for execution o
works, service tax shall be payable on forty per cent. of
amount charged for the works contract:

Provided that where the gross amount charged includes the
the land, in respect of the service provided by way of clau
section 66E of the Act, service tax shall be payable on tw
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