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GOVERNMENT OF NCT OF DLEHI
OFFICE OF THE PRINCIPAL SECRETARY {FINANCE)
4™ LEVEL, DELHI SECRETARIATE: NEW DELHI

CIRCUILAR
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o nd its Timely Payment in cases of Works

Contracts

Attention I invited to Section 36A of Delhi Value Added Tax [DVAT) Act, 2004 which
provides for deduction of tax at source (TDS) on account of VAT liability on execution of
works contract s deposition in appropriate Government treasury by every
person, Including Central/ State Governments, Union Territory Administrations,
Government Departments incuding etc, Government Undertakings,

Authorities/ Local Railways, Cantonment Boards, Hospitals

etc, who is responsible for any payment to any contractos/ operator for
execution Contract.

2. Works contract is an integrated contract for supply of goods, and labour/ services at a

lumpsurm price, and is distinct from normal sale of goods. In normal sale, the contractor
transfers ascortained goods to contractees. In works contract, the predeminant Intention
of the parties is not sale/ purchase goods but to carmy out certain work that involves

supply of certaln goods, Works contracts In relation to any movable and immovable
goods) property include the following activities:

Civil construction, whether residential or commercial or public, induding
electrification, water & sewwsrage works, sanitary works, ote,

fitting outs and other similar contracts

rlﬂ@ Fabrication & fixing of shutters/ doors/ gates, windows/ fixtures,

Flooring, plastering, white-washing, painting, polishing, Carpentry,

TR L decoration, etc.

Renovation/ and/or alteration/ good/ property.
B maintenance, incdluding those of vehidler. .
Annual Maintenance Contracts (AMCs) of equipments, such as alr conditioners,

photocoplers, printers, lifts, etc., where contractor is responsible for
supply of spare parts and other material required for etc.
Procurement, fabrication, installation, commissioning, repair
maintenance of any plant, machinery, transformers, generators, lifts,

weighing machines, canditioners, =i coolers, systems,
audio-visual  systems, security systems, computer systems, EPABX/
telecommunication and other similar contracts.

EJ“'"‘L Sanitation contracts

Construction and maintenance of
Manufacturing processing.

A _b__.,'1l|,kl, :7 Assembling, fitting out, o1 of any good.



works contract shall be deducted by the Client. However, for other composition schemes, the
TDS shall be deducted at the normal rate of 2%.

d. Mandatory Compliances and Penaities for Non-Compliance:

U/s 36{10) of DVAT Act, 2004, where the TDS is not deposited into apprlopriate Government

Treasury after deductlon, such mount together with Interex and penalty shall be a charge
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GOVERNMENT OF NATIONAL CAPITAL TERRITORY OF DELHI
DEPARTMENT OF TRADE & TAXES
wrring OF THE COMMISSIONER VALUE ADDED TAX
WAPAR BHAWAN, LP. ESTATE, NEW DELHI =110 002

CIRCULAR

Subject: Guidelines for taw deduction at source. (TDS) by Gevernment and “t'agvernmgng

Departments / Government Undertakinzs/ Government. Authorities/ Boards
awardIng works contracts:

As per Section 36A of the Delhi VAT {DVAT) Act, 2004 every person, including Centrat / State
Governments, Union Territory Administrations, Government Departments, including, PWD,
CPWD, etc., Government Undertakings, Government Authorities /Boards, Local Bodies /
Authorities, Railways, Cantonment Boards, Hospitals, etc., hereinafter called ‘Client’, are .
responsible for making any payment to any contractor / operator for Works Contract, is
mandatorily liable to deduct TDS. The TDS for works contract under the DVAT Act, is in
additiont 0 the obligation of the client for TDS u/s 194Cof the Income Tax Act.

T

As per Section 2{1){z0) of DVAT Act “Works Contract” includes any agreement for carrying
out for cash or for deferred payment o for valuable consideration, the cofistruction,
manufacture, processing, fabrication, erection, installation, fitting oit, improvement, repair
including AMCs, & commissioning of any moveable or immovable property. The term
"Work Contracts” under DVAT Act refers to contracts which*inctude material and labour,
and does not include pure labour contracts.

Variou§ compliances stipulated under the Delhi VAT Act areas under:

a. BaslcExemption: Works contracts up to ¥ 20,000/~ are exempt from TDS.
h  When tae deduct TDS: At time of credit of payment, whether in cash or any other mode,

to the account of corntractor.

. Rateof TDS:

5. No. S Circumstances 1) i Hatg_u_f IDS
(i} If contractor, to whom payment is made, is 4%
not registered under the DVATAct 1
i) In all other cases 2%

Note: tf Commisstoner, VAT, Government of NCT of Dehi issues a certificate for lower

deduction of TDS against a virorks contract, the Contractee shall deduct TDS at such
lower rate Or deduct no tax as specified in certificate.

The Clientis required to eanfirm, in writing, from the contractor whether the latter has-opted
for the composition fscheme of the WAT Department for payment of works contract tax
wherein tax rate Is 3% of the entire turnover 0N account of works contractsexecuted in Delhi.
tn such case TDS @ 3%of the entire turnover i.e. 3% of the total awarded value en account of



Copy for information:

1. 050 to Chief Secretary, Government of NCT of Delhi
2. P.5,to Princlpal Secretary Flnance




upon alf the assets of the person concerned and recoverable as arrears of land revenue.

4. This draular cannot be made use of for legal Interpretation of provisions of law as It is
darificatory in nature- If any Client/ contractor has any doubt, the matter may be referred
to thiz affice for further darification.

P T\GOYAL)
Commissioner VAT
Government of NCT of Ddhi

No. E.a] (A5AL 2ems | 7 :«‘}wa&;/ fo9—5%® Dated: 25/ 13//2.

Copy for-i and with request to direct all the Drawing & Disbursing Officers under
theis jurisdiction for strict compliance:

Principal Secretary, PWD
Principal Secretary, Power
Principal Secretary, Development
Principal Secretary, lirigation & Flood Control Department
Principal Secretary, TTES Higher Education
Secretary Health & Family Welfare, Government of NCT of Delhi
Secretary, Environment & Forest, Government of NCT of Delhi
Vice Chalrman, Delhi Development Authority ‘
Commissioner Transport, Governmentof NCT of Delhi .

. Chairperson, New Delhi Municipal Committee

. Commissioner, South Delhi Municipal Corporation
Commissiondr-East Dethi Municipal Corporation

13. Commissioner, North Delhi Municipal Corporation

14. CEQ, Dehi Jal Board

15. Director Genéral, Central Public Work Department

16. Managing Director, DSHDC Ltd.

1/. CEO, DUSIB

18. CMD, DTC

19. Managing Director, DTA&TDC

20. CMD DT/ DPCL , 4

21, Registrar Cooperative Socleties

22. All Additional Commissioners/ 'hint Commissioners, Department of Trade & Taxes,

GNCTD, for other Government Qrganisations under their jurisdiction
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