WORKS CONTRACT TAX UNDER RAJASTHAN VAT – RULES APPLICABLE FOR AWARDER OF A WORKS CONTRACT

	S. NO.
	QUESTIONS
	ANSWERS

	1.
	What is a Works Contract
	As per Section 2(44) of the RVAT Act 2003, works contract means:
“contract for carrying out any work which includes assembling, construction, building, altering, manufacturing, processing, fabricating, erection, installation, fitting out, improvement, repair or commissioning or any movable or immovable property”
As per section 2(ja) of Central Sales Tax Act, 1956 Works contract means
“contract for carrying out any work which includes assembling, construction, building, altering, manufacturing, processing, fabricating, erection, installation, fitting out, improvement, repair or commissioning or any movable or immovable property”
Thus both in RVAT Act and CST Act same definitions are used for defining works contract.

	2.
	Submit Information to VAT Department
	Awarder Shall submit information to his jurisdictional Asstt. Comm. or ACTO upon entering into a works contract exceeding Rs. 5 Lacs.
Time limit for submitting of this information is within 1 month from the date of contract.
Form VAT-40 is the form prescribed for submission of this information.

	3.
	Deduct Tax at Source [WCT] from Contractor
	If awarder is Government Department, a corporation, a public undertaking, a co-operative society, a local body, a statutory body, an autonomous body, a trust or a private or public limited company, then
the awarder shall at the time of credit of any sum to the account of the contractor or at the time of making payment of the same, deduct an amount as notified by the State Government in lieu of tax.
The awarder shall issue certificate of deduction of tax at source in form VAT-41.

	4.
	 Rate of TDS notified by State Government
	The state government vide notification no. F.12(63)/Tax/2005-81 dated 11-08-2006 has notified a rate of 3% to be deducted from contractor in case of works contract. However,
If contractor submits the exemption certificate under notification no. F. 12(63)/FD/Tax/2005-80 dated 11-08-2006, then the rate of TDS will be equal to the rate of exemption fees mentioned in said certificate.

	5.
	Deposit of TDS with VAT Department.

	The amount of TDS so deducted by the awarder should be deposited by him in VAT Challan form VAT-37 within 15 days of the end of the month.
A monthly statement in Form VAT-42 mentioning the details of tax deducted and deposits along with the duplicate copies of issued Form VAT-41 is to be furnished to the relevant assessing authority within one month from the date of such deposits.

	6.
	Requisition of Form VAT-41 from the Department
	Blank form VAT-41 shall be obtained by the awarder from the jurisdictional commercial taxes officer of the area in which the office of the awarder is situated on payment of Rs. 50/- per book containing 25 forms.

	7.
	 Penalty for Non Deduction of TDS
	Where the awarder fails to deduct the tax, or after having deducted does not deposit the same with the government, then penalty (i) for each violation is up to Rs. 1000/- in case of non deduction and (ii) penalty @ 2% per month on amount deducted but not deposited. (Section 63)
Where the awarder fails to submit monthly statements of tax deducted the penalty not exceeding Rs. 2000/- for each violation and for continuous violation Rs. 25/- per day is payable.
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