
BEFORE THE AUTHORITY FORADVANCE RULING - ANDHRA PRADESH
Goods and Service Tax

D. No. 5-s6, Block-B, R.K. Spring Valley Apatments, Edupugallu, Vijayawada-5zrr5r

Present:

r. Sri. D. Ramesh, Additional Commissioner of State Tax (Member)
2. Sri. M. Sreekanth, Joint Commissioner of Central Tax (Member)

AAR No.42l APlcsTl2OL9 dated :25.11.2O19

PROCEEDINGS

(Under sutr-section (4) of Section 98 of Central Goods and Ser-vices Tax

Act,2o,r7 and sub- section (4) of Section 98 of Andhra Pradesh Goods and

Services Tax Act, 2oa7)

r. The present application has been filed t/s 97 of the Central Goods & Services Tax

Act, 2077 and AP Goods & Services Tax Act, zorT (hereinafter referred to CGST

Act and APGST Act respectively) by M/s KPC Project Limited, (hereinafter

referred to as applicant), registered under the Goods & Services Tax'
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1 Name and address of the
applicant

M/s KPC Projects Limited
3t-1.5-29
Katuri Vari Street, Machavaram Down
Viiayawada-Szoo4, Andhra Pradesh

2 GSTIN

3 Date of filing of Form GST ARA-
o1

27.9.2019

4 Date of Personal Hearing 23.tO.2019

5 Represented by Sri Ch. Rajendra Prasad

JurisdictionalAuthority Ccntre

Clause(s) of section glQ) ol
CGST/SGST Act, zorT under
which the question(s) raised

Superintendent, Suryarao pet Range,

CGST Division Vijayawada.

7 b) applicability of a notification issued
under the provisions of this Act; and
e) determination of the liability to pa1, tax
on any goods or services or both;
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2 The provisions of the cGST Act and ApGST Act are identicar, except for certain
provisions. Therefore, unless a specific mcntion ofthe dissimilar provision is made,
a reference to the GGST Act would also mean a reference to the same provision
under the APGST Act. Further, henceforth, for the purposes of this Advance Ruling,
a reference to such a similar provision under the cGS'r or Ap GST Act would be
mentioned as being under the GST Act.

3. BriefFacts ofthe case:

M/s KPC Project Limited, 3t-t1'2g, Katuri Vari Street, Machavaram Down,
vijayawada (hereinafter referred to as Applicant), a company incorporated under
the companies Act, 1gs6 with main object of pro'iding works contract services,
executes and conducts general contracting business, submits tenders and
undertakes all sort of contracts for building, construction, fabrication, completion,
erection, installation, fitting out, improvement, modification, repair, maintenance,
renovation, alteration or commissioning of any immovabre property wherein
transfer of property in goods (whether as goods or in some other form) is invorved
in the exccution of such contract as per Sec z(ttg) of GST Act.

The applicant submits that they bagged a u,ork order through Agrcement No.o9/CE_
ll/APrrc/2ot6-r7, Dt.o2/06/2o16 from Andhra pradesh Industrial Infrastructure
corporation Limited (herein after referred to as ApIIC), office of the chief Engineer-II,
APIIC Towers, Plot No.r, IT park, Mangalagiri-5zz5o3 Andhra pradesh for construction
of Millennium Tower at plot No.16& r7 (in 4.oo Acres) at Hill No.3. Madhurawada.
Visakhapatnam District

Questions raised before the authority:

r' Applicabilitv of GST Rate for construction of M lennium tower at
Madhurawada, Visakhapatnam for information Technology and
Communication Departmcnt, Government of Andhra pradesh and through
Nodal Agency ApIIC. clarification is requcsted for the applicable Rate of GST
under works con t ract service.

2. If GST should be payable @rz%, whether a claim for refund be submitted in
RFD-o1.
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On Verification of basic information of the applicant, it is observed that

the applicant falls under Central jurisdiction of Superintendent, SuryaraoPet

Range, CGST Division Vijayawada. Accordingly, the application has been

forwarded to the jurisdictional officer and a copy marked to the State tax

authorities to offer their remarks as per the Sec. 98(r) of CGST /APGST Act 2077.

In response, the jurisdictional officer concerned remarked that there are

no proceedings llng pending or passed relating to the applicant on the issue, for

which the Advance Ruling sought by the applicant. In addition, the jurisdictional

officer opined that the services under consideration provided by the applicant to

APIIC appear to fit under Sl.No.S(vi) of Notification No.zof zorT - Central Tax

(Rate) dt:zz.o8.zot7 and attract Central Tax aI go%.

S. Record ofPersonal Hearing:

Sri CH. Rajendra Prasad, the authorized representatives of the applicant

appeared for personal hearing on 23.10.2019 and they reiterated the submission

already made in the application.

6. Applicant's Interpretation oflaw and Facts

The applicant submits that APIIC has to be considered as 'governmental entity'.

As per the explanation X of the Notification rr/zol7-Central Tax (Rate) dated

z8.o6.zot7, as amended, a government entity is defined as follows:

(x) - Gouernrnent EntitA rrteo;l.s an outhority or q board or o:ny other
bodg including a societg, trttst, corporotion,
i) set up bg an Act of Parliannent or State Legislature; or

ii) established by any Gouerttnent,

u;ith goper cent. or rnore participtttion bg uay oJ equity or control, to

can r! out a function entntsted bg the Central Gouet'nrnent, State

Gouerttnen\ Union Territory or a local authoritg.

Therefore, any board or body (including a society, trust, corporation), which is

setup by an Act of the Parliament or State legisiature, where 9o% or more

participation by way of equity or control shall be held as government entity. Further,

a local authority is also considered to be a government entity.
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In this regard, they submit that APIIC is incorporated under the Companies Act

1956. APIIC is a limited company with an authorized share capital of

Rs.2o,oo,oo,ooo/- (Rs. Twenty Crores only) dividcd into 2,oo,ooo (Tu,o Lakh only)

equity shares and Paid up capital of Rs.9,52,22,ooo/- (Rupees Nine Crore Fifty Two

Lakh Twenty Two Thousand only) dividcd into Rs.95,222 (Rupees Ninety Five

Thousand Two Hundred and Twenty Two only) in accordance uith the Companies

Act, 1956. Further, the subscribers ofthe equity shares are nominees on behalfofthe

Government of Andhra Pradesh.

Assuming without admitting that APIIC is not a governmental entity, it is

submitted that APIIC is still covcrcd under the Notification tt/zor7-Central Tax

(Rate) dated 28106/2or7, as amended, as the Government of Andhra Pradesh had

empowered APIIC with Local Authority Status by amending the Section r47 of
Andhra Pradesh State Panchayat Raj Act, t994, rJ/s 389-GB of Andhra Pradesh

Municipalities Act, 1965 and U/s 679-F of Hyderabad Municipal Corporation Act,

1955.

And also they submit that the APIIC was formed through Andhra Pradesh GO

No.831, Dt. 70 / 09 I tgZS.

In regard of the above, they submit that APIIC is a government entity as per

the explanation X ofthe Notification tf zorT-Central Tax (Rate) dated z8.o6zor7, as

amended.

And also they submit that, as per G.O. RT No.so, Dt.14/o3/zor6 of Govcrnment of
Andhra Pradesh, the Government ofAndhra Pradesh has issued IT policy to pursue

the promotion of Electronic Manufacturing Clusters (EMC)/ Information Technology

(IT)/ Information Technology Enabled Services and spread of IT industry to all

regions of the State not only to see that the fruits of I'I reaches the last mile of the

State, but also gencrate gainful emploi.,ment to the rural youth of all the sections of
the socicty in the State. As per the Information and Communication Technology

(ICT) Policy, it is mandate of Govcrnment to provide infrastructure facilities such as

road, power, rvater and sewerage to the door step of the EMC/IT/ITES Layouts/

parks/ SEZs/Campuses of IT Industry.
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In continuation to the above, Information Technology, Electronics and

Communications ITE&S has requested APIIC to develop an IT Tower of 3,oo,ooo sft

in 4.o acres of land at Madhurawada, Visakhapatnam for accommodating Small and

Medium Enterprises (SMEs) and Startups. In this regard, Government of Andhra

Pradesh is proposed for Construction of Millennium IT Towers at Madhurawada,

Visakhapatnam at an estimated cost of Rs.rgo.oo Cr and for provision ofexternal and

internal infrastructure at these placcs, improvements to approach roads, provision of

drinking water etc in the IT layouts.

In continuation to the above APIIC called Tenders for the Construction of

Millennium Tower at Plot No.16&17, (in 4.oo Acres) at Hill No.S, Madhurawada,

Visakhapatnam Dist work and accepted the quote by KPC and awarded work for

Rs.85,8o,3r,3o2/- (Rupees Eighty Five Crores Eighty Lacs Thirty One Thousand

Three Hundred and Two only).
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The Government of Andhra Pradesh has nominated APIIC as the Nodal Agency of

the Government for undertaking development of EMC's/IT Parks/IT SEZs I IT

Layouts, for coordinating with necessary Government agencies and provide basic

infrastructure like power, water, sewerage, access roads to the doorsteps of the

proposed EMCs/IT Parks/ IT SEZs/ IT Campuses. APIIC has also been nominated as

Industrial Area t ocal Authority (IALA) in Madhurawada IT layout for undertaking

provision & maintenance of Infrastructure facilities.

Scope of the Work:

The applicant submits that the awarded work i.e., Construction of Millennium

Tower at Plot No.r6& r7 (in 4.oo Acres) at Hill No.g. Madhurawada, Visakhapatnam

District includes Earth Works, Civil Works, Plain and Reinforced Cement Concrete

works, Flooring and Wall Finishes work, Doors and Window Works, Elevation

Features works, Water Proofing Works, Painting and Finishing Works, Drainage,

Sewerage, Water Supply, Plumbing System works, HVAC Works, Electrification

Works for IT Tower, Basement, Security Room, Canteen, Dietary-Sanitary and for

Common areas. And also scope of the Contract include cost of all Constructional

material, labour, machinery, transportation, erection, maintenance and completion

with all general risks, liabiiities and obligations set out of implied in the Contract.
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In this regard they further submit that the Contract awarded by the APIIC, shall

fall under the purview of Works Contract Service as defined under Section z(rr9) of

GST Act as mentioned hereunder:

-toorks contract means a controct for building, construction, fabrication,
completion, erection, instollation, fitting out, improuement, modiJication, repair,

maintenance, renouation, elteration or commissioning of any immouable propertg

u:herein transfer of property in goods (whether as goods or in some other form) is

ittuolued in the execution of such contract;

The applicant further submits that, on receipt of the work order they have been

executing the work prior to the implementation of GST, and they are paying the

applicable taxes Under Andhra Pradesh VAT and Service Tax Act, which are being

reimbursed by the APIIC in turn.

In line with the above, the applicant submits that, after implementation of GST

the APIIC has been making payments against RA Bills including the work done value

along with GST applicable rate @ 18% till October zot7, and the same has been

reflected and the tax liability is discharged through GSTR 38 on the work done value

accordingly.

Further the applicant submits that thc APIIC making payment only for work done

values and not releasing any GST amounts from November zotT and informing that

the GST will be released after the clarity on applicable rate of GST. In this situation

they have been discharging their liability @ r8% through GSTR 38 as per Section 15

and Rule 35 of the GST Act as mcntioned here undcr:

Section t5. (t) The ualue of a supply of goods or seruices or both shall be the

tronsaction ualue, which is the price actually paid or pagable for the said supply of
goods or seruices or both uhere the supplier and the recipient of the supply are not

related and the price is the sole consideration for the supply.

(2) The ualue of supply shall include---
(a) any toxes, duties, cesses, fees and charges leuied under any lau.t for the time

being in force other than this Act, the State Goods and Seruices Tax Act, the Llnton

T'erritory Goods and Seruices Tex Act and the Goods and Serutces Tax
(Compensation to Stotes) Act , if charg ed separately by the supplier ;

(b) anA amount that the supplier is liable to pay in relation to such supply but

u.thich has been incurced by the recipient of the supply and not included in the prtce

actuallA paid or poAable for the goods or seruices or both;
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(c) incidental expenses, including commission and packing, charged by the

supplier to the recipient of a supply and any amount charged for anything done by

the supplier in respect of the supply of goods or ser-uices or both at the time of, or

before deliuery of goods or supply of seruices;

(d) interest or late fee or penalty for delaged payment of ang consideration for
any supplg; and

(e) subsidies directly linked to the price excluding subsidies prouided by the central

Gouernment and State Gouernments. Explanatton.--For the purposes of this sub-

section, the amount of subsidy shall be included in the ualue of supplg of the supplier

uho receiues the subsidy.

(3) The ualue of the supply shall not include any discount uhich is giuen-- (a)

before or at the time of the supplg if such discount has been duly recorded in the

inuoice issued in respect of such supply; and

(b) after the supplg has been effected, if-
( i ) such discount is established in terms of an agreement entered into at or before

the time of such supply and specifically linked to releuant inuoices; and

(ii)input tox credit the basis of document issued

by the supplier has suPPlY.

fil Whire theua or both cannot be determined

under sub-section (t), the same shall be determined in such manner as may be

prescribed.

(5) Notwithstanding anything contained in sub- section (t) or sub-section (q), the

ualue of such supplies as may be notified by the Gouernment on the recommendations

of the Council shall be determined in such manner as may be prescribed'

Explanation.-For the purposes of this Act'

(a) persons shall be deemed to be -related personsl if--
(i) suih persons are officers or directors of one another's lrusinesses;

'tners in business,'
e;
controk or holds tu)entA-fiue per cent'

shares of both of them;
Is the other;

A controlled bA o third Person;
ntrol a third Person; or
;

ons;
s of one another in that one is the sole

ire, hotusoeuer described, of the other'



Rule gg : Value of supply inclusiue oJ integrated tox, central tsx, State
tax, union territory tox.-where the ualue of suppry ts incLusiue of tntegrated tax
or, as the cose maA be, central tax, Stote tax, [Jnion teffitorA tex, the tox amount
shall be determined tn the following manner , namely

Tax amount = (value inclusiue of tows X tax rate in % of IGS'|' or, as the case maa
be, CGST, SGS?or LTTGST) + (too+ sum of toxrates,as applicable, in %)

Further the applicant submits that when they approached ApIIC for releasing
the GST amount on the subject works, they mentioned that they have to fo ow the
G.o. Ms. No.58, Dt.o8/o5/zor8 issued by Government of Andhra pradesh, Finance
Department and GST will be released as mentioned here under:

a) The rate of GSr fued @tB% (g% cGS'| and 9% sGST) for the uork controcts
from ot- o7-2o17 to zt-o9-zot7 and GST @tz% (6% CGST and 6% SGST) frorn
zz-o8-zot7 tuith input to-r credit.

b) with effect from 1s.1o.2o12 the Luorks contract tnuoruing predomtnantry earth
uork (i.e., constituting more than 75% of the ualue of the utork) attracts 5% GST
u:tth input tor credit.

In view of all the above the applicant requests for an advance ruling on
Applicability of GST Rate for construction of Millennium Tower at Madhurawada,
Visakhapatnam for Information Technology and communication Department,
Government of Andhra pradesh and through Nodal Agency ApIIC and if at all GST
should be payable @rz%, u'hether a claim for refund be submitted in RFD-or.

7. Discussion and Findings:
We have examined the specific issues raised in the application i.e. M/s

APIIC is Govornment Entity or otherwise, crassification of the service and
applicable rate of tax thereon for the agreed *,orks under the provisions of
respective GST Acts.

Whether M/S. ApIIC is a Government Authority / Entity or otherwise

The para 4 of clauses (ix) & (x) of Notification No.rr/zot7 _ CT (Rate) dated
z8.o6.zot7 as amended by Notification No.3r/zor7 _ CT (Rate) dated r3.ro.zorz
is as hereunder;
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(ii) established by any Gouernment,
Luith 90% or more participation by uay of equity or control, to carrA out anA

function entrusted by the Central Gouernment, State Gouernment, Union

Territory or a local authority.

Andhra Pradesh Industrial Infrastructure Corporation Ltd. (APIIC) was formed

in 1973 by the GO No: 83r dated 1o-SEP-1973 issued by Government of Andhra

Pradesh. As seen from the share holding ratios of the 41st Annual Reports for the

years 2013-14 as made available by APIIC website h IIC.IN the

Government of Andhra Pradesh including its nominees is having loo% of share

holding and thus it is covered under the definition of 'Government Entity'under

the above said provisions. Therefore, we conclude that M/s APIIC is a

"Government Entity" for the purpose of GST matters.

Classification of Service and rate of tax

As seen from the Agreement, the applicant agreed for construction of

Millennium tower at Madhurawada, Visakhapatnam for information Technology

and Communication Department, Government of Andhra Pradesh and through

Nodal Agency APIIC, which includes procurement and supply of goods and

services, for agreed consideration. The activity of construction includes both

supply of goods and also services.

9

(ix) "Gouernmental AuthoritA" means an authority or a board or any other

body, -

(i) set up by an Act of Parliament or a State Legislature; or

(ii) estabtished by any Gouernment, uith goo% or more participation by utay of

equitA or control, to carry out any function entrusted to a municipality under

article 243 W of the Constitution or to a Panchayat under article 243 G of the

Constitution.

(x) " Gouernmental Entitg" means an authoritg or a board or any other
body including a societA, trust, corporation,

(i) set up by an Act of Parliament or a State Legislature; or
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The said notification has been amendcd lrom time to time and the following
notifications are issued by the Government of India and the said amendment
Notifications are as follows -
r) Notification No- zo/zor7 - Central 1'ax (Rate), Dated - 22/og/2017.
z) Notification No- z4/zot7 - Central Tax (Rate), Dated - zt/o9/zot7.

3) Notification No- 3r/zor7 - Central Tax (Rate), Dated - g/to/zot7.
4) Notification No- 46/zot7 - Central Tax (Rate), Dated - 4/7:r/2c17.
5) Notification No- or/zor8 - Central Tax (Rate), Dated - z5/or/zorg.

Vide notification No. z4/zol7 - Central Tax (Rate), Dated, - zr/og/zot7,
Government of India by inserting entry No. (ui) notified concessional GST rate of
6% for the construction seruices prouided to Central Gouernment, Stote
Gouernment , Union Te*itory, a local authority or a Gouernmental Authority
by uay of construction, erection, commissioning, installation, completion,

fi.tting out, repatr, maintenance, renouation, or alteration of -
a) a ciuil structure or anA other original uorks meant predominantly for use

other than for commerce, industry, or ang other business or profession;
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The Section 2 (119) of CGST Act, 2077 / APGST Act, 2077 defines
"toorks cotttrctcttt <rs a contract for building, construction,
fabrication, cornpletion, erectiotr, installation, fitting out,
irnprotsernent, tnodification, repair, rnaintenc:nce, renouatiort,
alteratktn or commissioning of any itntnouo.ble property toherein
transfer of property in goods (ushether as goods or in sorne other
fortn) is inuolued in the execution of such contr.o.ct;

The cornposite supply of works contract under Section z (rr9) of
CGST Act, zorT / APGST AcI,2oa7 is treated as supply of service in
terms of Serial No.6 (a) of Schedule II of CGST Act '2017 / APGST Act,
2Or7.

The Government of India, vide notification No. rr/zor7 - Central Tax
(Rate), dated - 28th June zorT notified the ratc of GS1' applicable on supply of
services. Under this notification for heading 9954 the applicable rate of GST is

9%.
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b) a structure meont predominantly Jor use as (i) an educational, (ii) a
clinical, or (iii) an art or cultural establishment; or

c) a residential complex predominantly meant for self-use or the use of their

employees or other persons specified in paragraph 3 of the Schedule III of the

Central Goods and Seruices Tax Act, 2017.

The applicant is engaged in Construction work for Millennium Tower at

Plot No.r6& 17 (in 4.oo Acres) at Hitl No.3. Madhurawada, Visakhapatnam District

through Nodal agency APIIC, which is meant for undertaking development of

EMC's/IT Parks/IT SEZs/ IT Layouts, for coordinating with necessary Government

agencies and provide basic infrastructure like power, water, sewerage, access roads to

the doorsteps of the proposed EMCs/IT Parks/ IT SEZs/ IT Campuses. APIIC has

also been nominated as Industrial Area tocal Authority (IALA) in Madhurawada IT

layout for undertaking provision & maintenance of Infrastructure facilities.

Now we examine whether the construction work in which the applicant is

engaged in is meant for any business or otherwise

As seen from the 4l"rAnnual Report for the year 2or3-74 as made available

by APIIC in their website httos: / / .aoiic.in/AnnualreDorts.html , they are

engaged in land acquisition and development and allotment of plots and sheds to

various industrial ventures in the State making investments in joint venture, in

associate companies , in related party companies, in subsidiary companies etc., and

the income they are getting is revenue from operations like sale of land, houses,

interest on hire purchase and long term borrowings etc.,

In this context, it is worthwhile to make a reference to an aspect in page no. 25

of the above mentioned Annual Report regarding "Land Conversion Charges"

"The state inuestment promotion Committee (SIPC) in its meeting held on

26.04.2013, decided not to prouide exemption to the corporation from paAment of

land conuersion fee for non-agriculrural purposes foregoing state reuenues since

APIIC would pass on anA costs to the end client".

It is evident from the above statement that the activities of M/s APIIC are

business activities and not otherwise. The applicant informed that the said

construction is for accommodating Small and Medium Enterprises (SMEs) and

\\
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Startups. Moreover, the applicant did not providc any information or
documentary proof evidencing that the construction/ buildiug is for usc other

than for commerce, industry, or any other business or profession to be eligible for
concessional rate of rz%o ( 6% CGST + 6% SGST) available under Notification
No.z4lzotT - CT (Rate) dated zr.o9.zor7.

In this case, the contract entercd by the applicant is classifiable under SAC

heading No. 9954 under construction services, and it falls under entry no (ii) of
serial No.3 of notification no.7rf2077 Central Tax (Rate) dated z8.o6.zot7 i.e.,

Composite Supply of Works Contract as defined in clause rr9 of Section z of
Central Goods and Services Act,2o77 and the applicable rate of tax is tg% (g%

under Central tax and 9%o State tax).

RUI,ING

(Under Section 98 of Central Goods and Services Ta_r Act, zorT and
the Andhra Pradesh Goods and Serviccs Tax Act, zorT)

The activity of the applicant under the said agreement with M/s ApIIC is a
Composite Supply of Works Contract as dcfined in clausc rr9 of Section z of
Central Goods and Seruices Act, zor7.

M/s APIIC is a Government Entity within the meaning of para 4 of clause
(x) of Notification No.n/zor7 - CT (Rate) dated z8.o6.zo17 as amended by
Notification No.3r/zor7 - CT (Rate) dated r3.ro.zo17.

As the purpose of the construction / building is meant for accommodating
Small and Medium Enterprises (SMEs) and Startups, which are not other than for
commerce, industry, or any other business or profession, the concessional rate of
12% under Notification No.z4/zor7-Ccntral Tax (Rate) dated 21.og.2o17 read with
Notification No.3r/zor7 - central Tax (Rate) dated r3.ro.zor7 is not available to the
applicant.

The actir.'ities under the agreement referred by the applicant are classifiable
under SAC heading No. 9954 under construction services, which fall under entry
no (ii) of serial No.3 of notification no. 11f 2or7 Ccrrtral Tax (Rate) dated
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28.06.2077 and the applicable rate of tax is rg% (go% Central Tax plus 9% State
Tax)

Sd/-D. Ramesh
Member

Sd/- M. Sreekanth
Member

/ /t.c.f .b.o/ /

TO

1. 
_M/s KPC_Projects Limited, St-15'29., Katuri Vari Street, Machararam Down,
Vijayawada- 5zoo4 (Andhra pradesh) (By Registerei post)

Copy to

1. The Assistant commission_er of state Tax, sitharampuram circrc, vijayawada-II
Division. (By Registered post)

z 
. 
The Superintendent of Central Tax, Suryaraopet Range, CGST Division

Vijaya wada.
(By Registered Post)

Copy subrnitted to

r. The chief commissioner (State Tax), o/o chief commissioner of state Tax,
Eedu pugallu. Vijayawada.

z. The chief commissioner (central Tax), o/o chief commissioner of central Tax &
_Customs, Visakhapatnam Zone, GST Bhavan, port area, Vi.ukf,uputnu-_igooiS
(A.P)
(By Registered Post)

Notc: Under Section roo ofthe ApGST Act 2c 17, an appeal against this ruling lies beforc
the Appellate Authority for Advance Ruling constituted"under s""tlo" g'q oiApcsr
Act,2ot7' with in a period of 3o days from the date ofservice of this order.

smAssistant Com oner (sr)
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