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NOTIFICATION

Shillong, the 29th January, 2009

COMPOSITION SCHEME FOR WORKS CONTRACT.
No.ERTS(T)30/2003/151.—In exercise of the powers conferred by sub-section (4 A) of Section 17 of the

Meghalaya Value Added Tax Act, 2003 (Meghalaya Act No. 2 of 2005), hereinafter referred to as the Act, the
Governor of Meghalaya is hereby pleased to notify the “Composition Scheme for works contract” (hereinafter
referred to as the “Scheme”) and permit a registered dealer of the State who executes works contract and whose
annual turnover does not exceed Rs. 5.00 lakhs, to pay at his option, in lieu of the amount of tax, at the rate of four
paise in every rupee of the total aggregate value of the works contract received or receivable by him, subject to the
following conditions :-
Conditions :-
(1) The dealer who elects to compound the tax for any year under this Scheme shall submit an application in

the Format- WC-I appended to this scheme to the Prescribed Authority, within thirty days from the date of
the commencement of the business of works contract, if he commences such business of works contract
after the commencement of the Scheme:
Provided that the application in every subsequent year shall be filed by 30th April of such year:
Provided further that the Prescribed Authority having jurisdiction may, on sufficient cause and for reasons to

be recorded in writing, condone the delay upto sixty days in respect of application not filed within the time
stipulated in the Scheme.
(2) The application shall be signed by a person competent to sign the application for registration under the Act.
(3) (i) The concerned Prescribed Authority, after conducting such verification as may be necessary, may permit

such dealer to pay in lieu of the amount of tax payable by him during the year, in respect of which such
permission is granted, an amount by way of composition as provided in this Scheme.
(ii) Such permission for composition shall be granted within thirty days from the date of the receipt of the
application for the year for which the composition is applied for. The permission shall be in Format WC-2
appended herewith and shall be valid for a particular year. Once the permission for composition is issued,
the dealer during the composition period shall not be entitled to opt out of the Scheme for a part of the
financial year.
(iii) The Prescribed Authority may cancel such permission in the following cases :-
(d) if the dealer fails to pay tax or file the tax return, within the prescribed period;
(e) if it appears to the Prescribed Authority that the dealer has suppressed the whole or a part of the turnover
in the return filed by him or, if the return filed by the dealer appears to be incomplete or incorrect;
(f) if the dealer contravenes any provisions of the Act or the Rules made thereunder.
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(iv) The cancellation of such permission shall be without prejudice to the action, penal or otherwise, for which
such dealer shall be liable under the provisions of the Meghalaya Value Added Tax Act, 2003 (as amended)
and the rules made thereunder.

(4) Every person responsible for making any payment to any contractor under sub-section (1) and sub-section
(2) of Section 106 of the Meghalaya Value Added Tax Act, 2003 (as amended) shall be supplied, with a copy
of the permission issued by the Prescribed Authority with regard to the tax liability of the dealer who opts for
payment of compounded tax under this Scheme and such person responsible for making any payment shall
deduct tax at the rate of four percent from any amount paid to such dealer. All other provisions of Section
106 shall mutatis mutandis apply to this Scheme.

(5) The dealer opting for this Scheme shall be eligible to make purchase of goods in the course of inter-State
trade and commerce on the strength of declarations in Form ‘C’ prescribed under the Central Sales Tax
(Registration and Turnover) Rules, 1957. The dealer shall also be eligible to make use of  “permit” (Form 40)
prescribed under the Meghalaya Value Added Tax Rules, 2005 for the purpose of importing the consignments
of goods for being used in execution of works contract into Meghalaya.

(6) The Government may, from time to time, notify the category of works contract for which the Scheme of
payment of tax by composition shall not apply.

(7) The dealer opting for composition of tax under this Scheme shall be subject to all other provisions of the
Meghalaya Value Added Tax Act, 2003 (as amended) and rules made thereunder and the terms and conditions
contained in this Scheme.

(8) The option once exercised shall be final and cannot be revoked by the dealer during the year.
Further, a dealer who has been awarded more than one contract in the State, shall have to opt for making
payment of tax by way of composition in respect of all the contracts.

(9) Every dealer opting to pay tax by way of composition under this Scheme shall :-
(f) display his certificate at a prominent location in his main place of business ;
(g) pay tax, by way of composition, at the rate as notified by this Scheme;
(h) not issue any tax invoice;
(i) not receive any tax invoice; and
(j) not claim any input tax credit on his purchase(s).

(10) Every dealer who has been granted permission by the Prescribed Authority under this Scheme shall be
liable to make payment of tax under this Scheme monthly calculated at four percent of the payment receivable
by him during the month for execution of the contract. The payment of tax so calculated shall be made after
reducing therefrom the amount paid by the contractee on behalf of the dealer under Section ,106 for that
month, on or before the twenty first day of the next month. The dealer shall furnish a tax return for each
quarter in Format WC-3 appended herewith within twenty one days of the succeeding month from the date
of expiry of each quarter. The dealer shall also furnish a consolidated annual return in the same Form to the
Prescribed Authority within two months after the close of the year to which such return relates. The tax
return shall be accompanied by proof of full payment of the tax due, in accordance with Rule 38 and the
certificate of deduction of tax at source issued by the Contractee.

(11) Any tax already paid by the dealer or deducted at source on account of the dealer under the Act during the
year 2008-09 shall be adjusted against the composition amount payable.

(12) The dealer shall also keep complete account of payments receivable by him for the execution of the contract
and, the payments actually received by him.
This Scheme shall come into force with immediate effect.

J. LYNGDOH,
Secretary to the Govt. of Meghalaya,

Excise, Registration, Taxation and Stamps Department.
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