NO.TAX — 28/2002/\VOL-I| Dated Itanagar, the 22" September, 2009
CIRCULAR No. - 07

Sub: Tax De’duction at Source (TDS) for VAT on Works Contracts

-

-

It is for general infSr‘m?ﬂion to all concerned that tax deduction at source (TDS) for VAT has
beén introduced with effect from 11" April, 2007 by making an amendment in the Arunachal
Pradesh Goods Tax Act, 2005 and the person responsible for paying sale price is liable to

deduct the amount of tax at the time of payment to the Work Contractor as per following
details.

Rate of VAT on taxable turnover of works contracts

Value Added Tax (VAT) is leviable on taxable turnover of the Works contract @ 12.5% vide
Ordinance No. TAX-64/2004/Pt dated 28" August, 20009.

Definition of Works Contracts

As per the Arunachal Pradesh Goods Tax Act, 2005, the definition is Works Contract
includes any agreement for carrying out for cash or deferred payment or for valuable
consideration, the building construction, manufacture, processing, fabrication, erection,

installation, fitting out, improvement, repair or commissioning of any movable or immovable
property.

Calculation of Taxable Turnover

As per rule 5 of the Arunachal Pradesh Goods Tax Rules, 2005, the amount representing
the charges towards labour, services and like charges shall be excluded from the taxable
turnover of the dealer subject to the dealer's producing invoice, voucher, challan or any
other document evidencing payment of charges towards labour and services to the

satisfaction of the competent authority. The charges towards labour and services and other
like charges shall include:

(a) Labour charges for execution of works;
(b) Charges for planning and architects fees;

(c) Charges for obtaining on hire or otherwise machinery and tools used for the
execution of the works contract;

(d) Cost of consumables such as water, electricity, fuel etc. used in the execution of the
works contract;

(e) Cost of establishment of the contractor to the extent it is relatable to supply of labour
and services;

(f) Other si milar expenses relatable to supply of labour and services;
(g) Profits earned by the contractor to the extent it is relatable to supply of labour and
services subject to furnishing of a profit and loss account of the works sites.

Further, after excluding the admissible deduction, the remaining portion constitutes taxable
turnover out of which the declared goods (Goods specified under the section 14 of the CST
Act, 1956), if any used in the works contract have to be charged @ 4% as per Schedule 3
(SI. No. 77) of the Arunachal Pradesh Goods Tax Act, 2005 and all other goods @ 12.5%
as mentioned above.

New 4% scheme (optional)

Recently, the rate of tax as per ‘Simplified Accounting Method for Works Contract’ has been
reduced to 4% from 10% by a Notification No. TAX-28/2002/VOL-II dated 31% August, 20Q9
so that the registered dealers of the State who executes works contract can pay at his

option, an amount at the rate of 4 paise in every rupee of the total aggregate value of the
works contract (not onlv taxabhle tirnover) received or receivahle hv him in lienn nf the







