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Maharashtra Value Added Tax (VAT) Notification 1 

Background 

The definition of ‘sale’ as per the Maharashtra Value Added Tax (MVAT) Act, 2002 

was amended w.e.f. June 20, 2006 so as to include, inter alia, agreement for 

construction of immovable property, for levy of tax on transfer of property in goods 

involved in the execution of such works contract. This amendment was made 

consequent to the Supreme Court decision in the Raheja case
2
 .  

Rule 58 of the MVAT Rules provides the mechanism for determination of sale price of 

the goods transferred during the execution of a works contract.     

New provision for determination of sale price in respect of contracts 

for construction of immovable property 

A new sub rule in Rule 58 of the MVAT Rules has been introduced by the subject 

notification, retrospectively with effect from June 20, 2006, for determination of sale 

price of goods transferred during execution of contracts for construction of immovable 

property along with conveyance of land or interest in land underlying the immovable 

property. While determining the value of goods transferred during the execution of 

such construction contracts for levy of VAT, the following deductions are now 

permitted from the total agreement value: 

 If the contractor has maintained separate accounts for goods and 

services  

o Specified deductions such as labour and service charges, amounts paid to 

sub contractors, planning, designing and architect fees etc.,  

o Cost of land underlying the immovable property.  

 If  separate accounts for goods and services are not maintained   

o Standard deduction of thirty percent of the contract price as applicable for 

civil work such as construction of buildings. 

o Cost of land underlying the immovable property. 
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The cost of land to be deducted would be determined in accordance with the annual 

rates prescribed under the Bombay Stamp (Determination of True Market Value of 

Property) Rules, 1995 as on January 1 of the year in which agreement for sale of the 

immovable property is registered. The deduction allowed in respect of cost of land 

would be restricted to 70% of the agreement value.  

  

Source:  

1. Notification VAT-1507/CR-53/Taxation-1 dated June 1, 2009 

2. 141 STC 298 (SC) 
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Disclaimer 

These materials and the information contained herein are provided by Deloitte Touche Tohmatsu India Private Limited 

(DTTIPL) and are intended to provide general information on a particular subject or subjects and are not an exhaustive 

treatment of such subject(s). 

Accordingly, the information in these materials is not intended to constitute accounting, tax, legal, investment, consulting, or 

other professional advice or services. The information is not intended to be relied upon as the sole basis for any decision 

which may affect you or your business. Before making any decision or taking any action that might affect your personal 

finances or business, you should consult a qualified professional adviser. None of Deloitte Touche Tohmatsu, its member 

firms, or its and their respective affiliates shall be responsible for any loss whatsoever sustained by any person who relies on 

these materials and the information cotained therein. 

These materials and the information contained therein are provided as is, and DTTIPL makes no express or implied 

representations or warranties regarding these materials or the information contained therein. Without limiting the foregoing,  

DTTIPL does not warrant that the materials or information contained therein will be error-free or will meet any particular criteria 

of performance or quality. DTTIPL expressly disclaims all implied warranties, including, without limitation, warranties of 

merchantability, title, fitness for a particular purpose, non-infringement, compatibility, security, and accuracy. 

Your use of these materials and information contained therein is at your own risk, and you assume full responsibility and risk 

of loss resulting from the use thereof. Deloitte Touche Tohmatsu, its member firms, or its and their respective affiliates will not 

be liable for any special, indirect, incidental, consequential, or punitive damages or any other damages whatsoever, whether in 

an action of contract, statute, tort (including, without limitation, negligence), or otherwise, relating to the use of these materials 

or the information contained therein. 

If any of the foregoing is not fully enforceable for any reason, the remainder shall nonetheless continue to apply. 
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industries. With a globally connected network of member firms in 140 countries, Deloitte brings world-class capabilities and 

deep local expertise to help clients succeed wherever they operate. Deloitte's 165,000 professionals are committed to 

becoming the standard of excellence. 

Deloitte's professionals are unified by a collaborative culture that fosters integrity, outstanding value to markets and clients, 

commitment to each other, and strength from cultural diversity. They enjoy an environment of continuous learning, challenging 

experiences, and enriching career opportunities. Deloitte's professionals are dedicated to strengthening corporate 

responsibility, building public trust, and making a positive impact in their communities. 
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