OVERNMENT OF ANDHRA PRADESH
FINANCE (WORKS & PROJECTS) DEPARTMENT

Memo.No.602/F8(1)/2006-5  

Date:19.7.2007
Sub:-

VAT Act 2005 – Amendment to Rules No. 16 of  VAT Rules, 205 – Notification issued – Procedure to be adopted in recovery of VAT from contractors who have opted for composition scheme - Regarding.

Ref:-
1)
G.O.Ms.No.88, Revenuce (CT.II) Dept., Dated: 27.1.2007.


2)
Mmemo.No.602/F8(1)/2006-4, Fin. (W&P) Dept., Dt. 14.3.2007.

****
Vide W.P.Nos.1278 & 7998 of 2006 the A.P. High Court has struck down sub-sections3 & 4 of Section 22 containing the charging provision relating to TDS in case of works contracts under the A.P.VAT Act.2005.  Subsequent to this the charging sections have been amended by the government in the Revenue Department vide A.P.Vat (Amendment) Act.(No.5) of 2007 and the earlier provision in APGST Act.1957 has been restored.
In furtherance of the above all the Pay & Accounts Officers have been instructed to ensure that in as much as 4% of contract amount have been provided in the estimates with a view to prevent undue enrichment, the tax at 2.8% or 1.4% as the case may be should alone be credited to the Commercial Taxes Head of Account.  The balance amount duly arrived has been asked to be credited to the Works Accounts.  This was intended to prevent undue enrichment of the tax by the Work executing agencies.  

However, a doubt has arisen with regard to contractors who opted for composition scheme. In case of a composition scheme it will be incumbent on the PAOs to ensure that the contractor / executing agency had duly opted for composition scheme.  Towards this end the Form VAT 250 submitted by the contractor and the proceedings of the Assessing authority having accepted it has to be obtained and duly specified as proof.  In case of contractors who have opted for composition scheme in a bonafide manner the entire amount i.e., 4% of a bill will have to deducted and credited to the Commercial Taxes head of account.

These instructions may be given necessary immediate effect by all the concerned.

N. RAMESH KUMAR


Prl.Secretary to Government.

TO

The DOWA A.P., Hyderabad

(for necessary action and to communicate to all the JDWAs, PAOs/APAOs and also to the concerned officers of the Departments and Corporations under the control of PAO)
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