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Example — Road Contract

Road Contract price - Rs. 100
Material Component - Rs.70
Labour Component - Rs. 30
Tax Burden
Sr. Material/Service Percentage | Cost | Rateof | Excise/ | Rate of | VAT
No. in total in Rs. Duty | Service | VAT
cost (in % Tax %
material of
Rs. 70)
1 2 3 4 5 6 7 8
1 | Cement/RMC 25| 17.50 12 + 2.26 13.50 2.08
Rs.120/
M.T.
2 | Stone metal 25| 17.50 - - 6.00 0.99
3 | Consumable 20 14 14 1.09 13.50 1.66
4 | Machinery purchase 10 07 12.50 0.70 13.50 0.83
5 | Machinery hire 10 07 15 0.91 - -
6 | Site expenses 05 3.5 - - - -
7 | Site expenses liable to 05 35 15 0.45 - -
Service Tax
Material (Total) - 70 - - - -
labour Component - 30 - - - -
Total 100 6.22 - 5.56

Presumption :-
50% cost towards machinery is on account of hiring & 50% towards own purchases.

l. Contract outside Municipal Corporation area
A. Tax Burden pre GST

5% VAT on Contract Price - 5.00
Embedded Excise as per col.5 - 6.22
4% VAT retention on material value of Rs.56 - 2.24
GTO to tax ratio in % - 13.46%
B. Tax Burden Post GST - 12%
a. Reduction (A - B) after GST - 1.46%
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3.

Contract inside Municipal Corporation area

Material brought inside area of Municipal Corporation was attracting LBT/Octroi which
is abolished with introduction of GST, hence, burden will be required to be reduced Post
GST.

A. Tax Burden pre GST

5% VAT on contract price - 5.00
Embedded Excise as per col.5 - 6.22
4% VAT retention on material value of Rs.56 - 2.24
LBT/Octroi (on material value of Rs.56) - 1.68

(Although rate varies Corporation-wise, the average rate of 3% on the material is
considered for calculation)

GTO to Tax ratio in % - 15.14%
B. Tax Burden Post GST - 12%
C. Reduction (A-B) after GST - 3.14%
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