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Coneequ.erltupon the enactment of DeIhl Sales Tax on Wcx1c&~.traotAct. 1699 001"
Dec.,1999,all the contractors carrying out the business of execution ofWor'k&;qprfb.~.c;ame In the
ambit ct the new ArJ.. Since this Ad was introduced for the first tine in DelhI. ·thete,Wefe'ceftajn
~ h ~ ;~ion. In urder to bring about more transparency hEsIe fr8e ~
and to make It .1'1Of'e user fri~ndly, following simplifications are intro,d~ n.~ inPlen~rtat~(CI..
the DeI1Isa~ "axAct and Works COntractAc~1999 -. ';:':.. "."; .

1. That· ai~It:~ oo';iI;:~;lofe doing GeM. contracts including Corporate BodIeS,.~
SOcIetIesetc., shah be treated as a special category of 'Govt. ~.' .. ' ,.: .,.,';-

, - ' .. :..". ~' -~ :.~'..; " ..' - '., :'.. ..,. ..

2. All the Govt. Contractors will be allowed ~hefaollity of getting their total tax liability of WO!'ke

1:ontnJctTax deducted at source by giving them optlon for e:JOO dedudIon. Tnil ¥'iU.be purely
Glptlonalfor the cortradt)f'8. This wi!! ';):"i given in writing to the Contract A~·Agency ...' ..

3. The Go~ Contractors would give a copy of this consent to the Works Contract Cell. This
InfonnatiOnwill entiIe the contractors fur composition.

4. The cortrLtee In such case,would be authorised to dedld 4% 88 composition arT1OtJ'1t

Instead of 21CI lie TDS from all P3Yf11entB made to the contractor. This tax Wouldbe deposited bv
the Contract Av.• ··t'l~ ,~er ICY in tht. rnrtionalisedbanks In favour of.Cornrniaicner. Salee Tax. .

5. In all such contracts where any contractor awards or appointe a 8Ubootnctor· to execute .
the job, the Principal Contractor will e:~flrcisethis OJXionand the eo. tr~ A~ ~ would
deQJct fa'<m r;;;.;e @ 4% from thl:; payments.being made to the Prt~ CorVactor and the
Principal CClrtrt .••1..)f'will not :Jeduct tax from the paymeri I'1Wie to the llJb.coriractor. The
responslbUItyIn such a case would be of the principal contractor and hta SLbca1traotor would be
bou1d by hla optlon of TDS of 4% at source.

6. Si1cethe 8UL contractors liability of tax deposit would be taken care d bv the pr'i1Olpal
contractor they will also be entitled for composition scheme and coneequent eunrnarf 88Sl!eernw
provided they are only taking 8U~ntracts arxf ar:e a registered Contractcr.

7. All the GeM. O')I1tmotOI'8 who CV~;',or total tax deduoticn ;atsource would be ertftIed for the
~ scheme and would be exempt from the production of STCC Le. Sales Tax cIearance­
certiftcate. The contract awardlt)g E1gencieswill take an affidavit from euch Govl Ccrirectora to
this eft'8ctthat they are only doing GoV:.ContractSand h8't'1:' opted for the edwne d compoeItIon
r:i tax and lotal tax 00..uction at source @ 4% for their works..

8. All auch Govt. Cmtractore going in for the 8Chemeof compoeItIonwoutd be coneidered for
6UI1Y118I'Y asseasmr"\J,..,.M)tein' they wi.; not be required to produce their booka of acccxJ'1ta.

9.. For auch.Govt. Contractors who OJX for the composition 8Ch8me the ICheme of tiling of

annual retu~ is being contemplatedto 'Noid freo,r to the departmert&



1 O. During the course of execution of wqrks contract, some of the Govt. Contractees issue
certain material to the contractors such as cerpent, iron and steel etc., for use in Works Contract.
'Deduction on aocount of such goods shall be given as per provisions of clause 5(6) of the Act in

• case the contractor has not taken the value of these goods in his bill. In all such oases where the
value of the materiallssuecHo the contractors Is taken In the bill of the ,contractor, these deductions
,would not be allowed and total value of the bill would be taken into consideration for calculating the
tax liability under the composition'$bheme. '
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Copy for information: .• ' ,
1. All Contract Awarding Agencies.
2. Joint FrontC9ntractorAssociation.
3. Policy Brancfi. ' '
4. Guard file

5. ' DCC:NC)/AC C:NC)..
6. All STOs' ,ofWorks Contract Branches. '
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