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R e c e n t l y  t h e  G u j ar at  A A R  -  G S T  i n  c as e  o f  
 s u r pr i s i n g l y  h as  h e l d  t h at  

 i . e .  s a l e  o f  l an d /  p l o t  a f t e r  de v e l o pi n g w i t h  c o m m o n  f ac i l i t i e s  l i k e  w at e r
l i n e ,  t e l e ph o n e  l i n e ,  e l e c t r i c i t y  l i n e ,  G ar de n ,  c o m m o n  ar e as ,  w at e r  h ar v e s t i n g ,  s y s t e m
dr ai n age ,  w at e r  pi pe l i n e s ,  l e n gt h  o f  u n de r gr o u n d c abl e s ,  de m ar c at i o n  o f  i n di v i du al
p l o t s  an d o t h e r  f ac i l i t i e s  as  r e qu i r e d by  t h e  de v e l o pm e n t  au t h o r i t y  

S h r i  D i pe s h  A n i l  K u m ar  N ay ak  I n  r e  A dv an c e
R u l i n g N o .  G U J/ G A A R / R / 2020/ 1 1  dat e d 1 9- 05- 2020] s a l e  o f
de v e l o pe d p l o t

i s  n o t  e qu i v a l e n t  t o
m e r e  s a l e  o f  l an d u n de r  G S T  bu t  s h al l  t an t am o u n t  t o  r e n de r i n g o f  s e r v i c e s  an d w o u l d  be
s u bj e c t  t o  l e v y  o f  G S T.

N o w  y o u  w o u l d  t h i n k  t h at  w h e t h e r  t h i s  i s  b i n di n g o n  a l l  t ax pay e r s  o r  n o t .  
 t h e  r u l i n g t h at  i s  i s s u e d by  A A R

s h al l  be  o n l y  b i n di n g o n  t h e  appl i c an t  

Te c h n i c a l l y
n o t  be c au s e  as  pe r  s e c t i o n  1 03  o f  t h e  C G S T  A c t ,  201 7

bu t  i n  m y  v i e w  n o  do u bt  abo u t  t h i s  t h at
de par t m e n t  w i l l  i s s u e  s h o w  C au s e  N o t i c e  t o  a l l  de v e l o pe r s  w h o  ar e  e n gage d i n  t h e  s a l e
o f  de v e l o pe d p l o t s  bas e d o n  t h i s  adv an c e  r u l i n g i t s e l f.

N o n e t h e l e s s  f i r s t  l e t 's  d i s c u s s  abo u t  t h e  i s s u e  an d t h e n  t r y  t o  s e e  w h at  c an  be  t h e  be s t
u pc o m i n g S t r at e gi e s  f o r  t h e  de v e l o pe r s  t o  h an dl e  t h e  S i t u at i o n .

I f  Yo u  w o u l d  r e m e m be r  t h at  i n  t h e  e ar l i e r  201 3  t h e r e  w as  o n e  c as e  l aw  t h at  c am e  o f
S u pr e m e  C o u r t  i n  c as e  o f   w h e r e  t h e  

 w as  r e f e r r e d t o  an d i t  w as  h e l d  t h at  
M/ s  N ar n e  C o n s t r u c t i o n  P r i v at e  L i m i t e d c o n s u m e r

pr o t e c t i o n  ac t t h e  s a l e  o f  de v e l o pe d p l o t
t an t am o u n t  t o  r e n de r i n g o f  s e r v i c e s .

E v e n  bac k  t h e n  i n  t h e  s e r v i c e  t ax  R e gi m e  o f  n e gat i v e  l i s t  i t  w as  a  m at t e r  o f  H u e  an d
c r y ,  an d n o w  e v e n  i n  t h e  pr e s e n t  adv an c e  r u l i n g t h i s  i s  t h e  m aj o r  c as e  l aw  t h at  h as
be e n  r e f e r r e d t o  by  t h e  au t h o r i t i e s  t o  s u gge s t  t h at  t h e  s a l e  o f  de v e l o pe d p l o t  i s
r e n de r i n g o f  s e r v i c e s  an d t h e r e by  l i ab l e  t o  G S T
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1. Summary of the Case
1. Brief Facts of Applicant

1. The applicant has submitted that he is having a vacant land outside the
municipal area of town on which he has some proposed business activity. The
applicant is having all the necessary approvals for the proposed project from the Plan
Passing Authority (i.e. Jilla Panchayat).

2. The applicant has further submitted that as per the Plan Passing Authority,
the seller of land is required to develop the primary amenities like Sewerage and
drainage line, Water line, Electricity line, Land levelling for road, Pipe line facilities for
drinking water, Street lights, Telephone line etc..

3. The applicant further submitted that they will sell the individual plots to
different buyers without any construction on the same but by providing the
primary amenities as mentioned above, which are mandatory requirement of the
approved Plan Passing Authority (i.e. Jilla Panchayat)

2. Question Asked by Applicant
1. Whether GST is applicable on sale of plot of land for which, as per the

requirement of approved by the respective authority (i.e. Jilla Panchayat),
Primary amenities such as, Drainage line, Water line, Electricity line, Land
levelling etc. are to be provided by the applicant?

3. Findings by AAR
1. The sellers charge the rates on super built-up basis and not the actual

measure of the plot. The super built-up area includes the area used for common
amenities, roads, water tank and other infrastructure on a proportionate basis. 

Thus, in effect the seller is collecting charges towards the land as well as the
common amenities, roads, water tank and other infrastructure on a proportionate
basis. In other words, such common amenities, roads, water tank and other
infrastructure is an intrinsic part of the plot allotted to the buyer.

2. The above indicates that sale of developed plot is not equivalent to sale of
land but is a different transaction. Sale of such plotted development tantamount to
rendering of service. This view has also been taken by the Supreme Court in the case
of M/s Narne Construction P Ltd. reported at 2013 (29) STR 3 (SC).

3. We find that the activity of the sale of developed plots would be covered under the
clause ‘construction of a complex intended for sale to a buyer’. Thus, the said activity
is covered under ‘construction services’ and GST is payable on the sale of developed
plots in terms of CGST Act / Rules and relevant Notification issued time to time

2. Now coming to why this in my view is not the right interpretation that it is Case of Construction of
Complex Service
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N o t e  : -   S i n c e  ‘ Tax e s  o n  l an ds  an d
bu i l d i n gs ’  i s  a  S t at e  s u bj e c t  as  pe r  e n t r y  4 9 o f  L i s t  I I ,  bu t  G S T  c an  be  i m po s e d as
A r t i c l e  24 6 A  i n  C o n s t i t u t i o n  o f  I n di a ,  as  i n s e r t e d w. e . f.  1 6 - 9- 201 6  o v e r r i de s  A r t i c l e  bo t h
A r t i c l e  24 6  &  A r t i c l e  254 .

Tak i n g p l e a o f  U n c o n s t i t i o n al i t y  s h al l  n o t  be  c o r r e c t

1. Sale of Developed Plot is Composite Supply of Sale of Land

A A R  h as  h e l d  t h at  i t  i s  n o t h i n g bu t  t h e  c as e  o f  c o n s t r u c t i o n  o f  c o m pl e x  u n de r  t h e  G S T,
n o w  t h i s  i s  an  ar gu m e n t  w h i c h  h as  a  l o t  o f  C o u n t e r  ar gu m e n t s  w h i c h  n e e ds  t o  be
e x pl ai n e d at  t h e  h i gh e r  f o r u m s  f o r  s o m e  e x am pl e  o f  t h e m  ar e  as  u n de r

1. - It is well settled that any commercial term has to be understood as per
'trade parlance'. Word used in taxing statutes in respect of items should be interpreted in the way in
which it is understood by people conversant with the subject matter of the statute, unless statute
prescribes a specific definition. Scientific and technical meaning should not be applied but popular
meaning should be applied as legislature does not suppose the merchants to be geologists, botanists or
naturalists. –

Firstly the trade parlance theory 

-  C C E  v.  K r i s h n a C ar bo n  P ape r  C o .  -  ( 1 98 9)  7 2  S TC  28 0 ( S C )  =  37
E LT  4 8 0 =  ( 1 98 9)  1  S C C  1 50 =  A I R  1 98 8  S C  2223  *Mu k e s h  K u m ar  A ggar w al  v.  S t at e  o f  MP
-  ( 1 98 8 )  6 8  S TC  3 24  ( S C )  =  1 7 8  E LT }

S u ppo r t i n g Ju dge m e n t s  :

1. Second as already discussed previously also the other at definition including the 

(Relating to same person or thing)

consumer protection
act cannot be referred to either in service tax on GST Regime since both the Acts are not in parimateria

1. There a plethora of judgement which are actually very clearly saying all this effect - Hari Khemu
Gawali v. Dy. Commissioner of Police, Bombay - AIR 1956 SC 559 * Board of Muslim Wakfs,
Rajasthan v. RadheKishan - AIR 1979 SC 289 = (1979) 2 SCC 468

2. In MS Company (P.) Ltd. v. UOI - AIR 1985 SC 76 = (1985) 1 SCC 51 = 19 ELT 15 (SC), it was observed :
"While construing a word which occurs in a statute, in the absence of any definition given in the
very document, it must be given in the same meaning which it receives in ordinary parlance or
understood in the sense in which people conversant with the subject matter of statute understand
it. It is hazardous to interpret a word in accordance with its definition in another statute and more so
when such statute is not dealing with any cognate subject."

2. Whenever there is any ambiguity in the law it is assume that it will be resolved in the favour of the
taxpayer itself

3. In case of sale of developed plot there is no requirement of any completion certificate as prescribed in
case of construction services under GST Regime this is a clear-cut example of why the sale of
developed plots cannot be treated status ko the construction services under GST
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T h i s  w i l l  h av e  a  l o t  o f  n e gat i v e  i m pac t  o n  a l l  t h e  de v e l o pe r s  an d i n du s t r i e s  o f  r e a l
e s t at e  ac r o s s  t h e  c o u n t r y .  F u r t h e r  at  H i gh e r  f o r u m s  i t  i s  a  h i gh  pr o babi l i t y  t h at  t h i s  c an
ge t  o v e r r u l e d i n  t h e  f av o u r  o f  t h e  i n du s t r y  be c au s e  e s s e n t i a l l y  s a l e  o f  de v e l o pe d p l o t  i s
n o t h i n g bu t  s a l e  o f  l an d.  D o n ’ t  F o r ge t ,  A l l  a l o n g h i s t o r y  o f  I n di an  S t am p A c t  an d
R e gi s t r at i o n  A c t ,  s a l e  o f  p l o t  h as  be e n  t r e at e d as  s a l e  o f  l an d f o r  pu r po s e s  o f  s t am p
du t y  an d R e gi s t r at i o n .

B u t  w h e n  t h e  de v e l o pm e n t  i s  do n e  a l o n g w i t h  t h e  s a l e  o f  l an d t h at  t h e  s a l e  o f  l an d i s
pr i n c i pal l y  t h e  m aj o r  A c t i v i t y  t h e  pr i n c i pal  s u ppl y  an d i n  t h at  c as e  t h e  de v e l o pm e n t
s h o u l d  a l w ay s  be  t r e at e d as  a  par t  o f  t h e  m aj o r  pr i n c i p l e s  appl i e d t h e r e by  n o t
at t r ac t i n g an y  G S T  o n  s a l e  o f  de v e l o pe d p l o t s

1. What Should Developer Do.
1. No Doubt, more litigation will appear if Department Pursues against Developers.
2. Commercial Real Estate Associations viz CREDAI and NAREDCO shall immediately seek

clarifications from CBIC and MoF.
3. All Existing Transaction for sake of safety shall include a Resort to Clause in Agreement with

Customers.
4. GST Clauses in Plot Sales shall be drafted in a Similar way to Sale of Flats etc to at least keep the

space of collection open later if Judicial Precedents decides in revenues favour.
5. Care should be taken in drafting agreements for sale of plot by (a) not showing development

charges separately and (b) not offering other services like gym, club house, swimming pool,
security services etc.

2. Conclusions

I t  i s  c l e ar  t h at  i t  i s  n o t h i n g bu t  a  c as e  o f  c o m po s i t e  s u ppl y  o f  l an d w h e r e  t h e  u l t i m at e
i n t e n t  o f  t h e  bu y e r  i s  t h e  t o  o bt ai n  t h e  pr i n c i pal  s u ppl y  o f  t h e  l an d i t  i s  n o t  t h e  pr i n c i pal
s u ppl y  o f  t h e  r o ad o r  o f  an y  f ac i l i t y  bu t  t h e  pr i n c i pal  s u ppl y  i s  o f  l an d s o  i t  s h o u l d  be  a
c as e  o f  c o m po s i t e  s u ppl y

1. Why MAARQ Spaces and this AAR are Contextually Different

C o m i n g t o  t h e  e ar l i e r  c as e  o f  h e l d  t h at  r e v e n u e
s h ar e  r e c e i v e d by  t h e  de v e l o pe r  s h al l  be  s u bj e c t  t o  l e v y  o f  G S T  be i n g s u ppl y  o f
s e r v i c e s  t o  t h e  l an do w n e r,  w e  be l i e v e  t h at  t h at  c as e  i s  s e par at e  f r o m  t h i s  c as e  be c au s e
i n  t h at  c as e  i t  w as  de c i de d by  t h e  au t h o r i t i e s  t h at  t h at  ac t i v i t y  o f  de v e l o pm e n t  i n  i t s e l f
s h al l  be  l i ab l e  t o  G S T  s o  i n  m y  pe r s o n al  v i e w  a l s o  i f  t h e r e  i s  s e par at e  ac t i v i t y  o f
de v e l o pm e n t  t h at  i s  be i n g bi l l e d  t h e n  i s  t h e r e  i s  n o  do u bt  abo u t  t h at  t h at  i s  l i ab l e  t o
G S T.

MA A R Q  S pac e s  w h e r e i n  K ar n at ak a A A R  
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D I S C L A I ME R :

This paper is provided purely for your information only and you should check other
information sources before taking any action based on any of the content in this
paper. Neither the authors nor website hosting the paper make any warranty as to
the quality or currency of the information contained in any of the site's articles. This
paper is meant for informational purpose only and does not purport to be advice or
opinion, legal or otherwise, whatsoever. Author does not intend to advertise its
services through this update. Author or its associates are not responsible for any
error or omission in this update or for any action taken based on its contents. 


