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DEPARTMENT OF COMMERCIAL TAXES, KERALA 
PROCEEDINGS OF THE AUTHORITY FOR CLARIFICATION 
U/s.94 OF THE KERALA VALUE ADDED TAX ACT, 2003. 

 
Members present are: 

 
1. T.V. Kamala Bai. 

Joint Commissioner (Law), 
Office of the Commissioner of Commercial Taxes, Thiruvananthapuram. 

 
2. Suchala Kumar. S.K. 

Joint Commissioner (General), 
Office of the Commissioner of Commercial Taxes, Thiruvananthapuram. 

 
3. C. Lalappan. 

Joint Commissioner (Audit & Inspection), 
Office of the Commissioner of Commercial Taxes, Thiruvananthapuram. 

 
  Sub : KVAT Act, 2003 – Clarification U/s 94 – Applicability of compounded 
     tax on works contracts for aluminium fabrication of doors,  
     windows, false ceiling etc. – Orders issued. 
 
   Read :Application from Sri. Bose K. Abraham, M/s. Kunnel Aluminium  
    Works, Kottayam dtd. 26/7/2013. 
 

ORDER No.C3/23011/13/CT DATED 27/11/2013. 
 

 1. Sri. Bose K. Abraham, M/s. Kunnel Aluminium Works, Kottayam has 

preferred an application U/s 94 of the Kerala Value Added Tax Act, 2003 seeking 

clarification on the applicability of compounded tax on works contracts for 

aluminium fabrication of doors, windows, false ceiling etc. 

2. The applicant is a registered dealer independently undertaking works 

contracts of fabricating and fixing windows, doors, ventilators, false ceiling etc. 

of buildings as per the designs, drawings, specifications and dimensions 

prescribed by the awarder. The assessee is locally purchasing all the required 

materials and executes  works at the site, as per the work orders in this regard 

and gets payment according to the square meter rates specified and agreed in 

the work order.  

3. The applicant would contend that work orders in respect of all the works 

executed by them contains similar stipulations for the supply and installation of 

door, window etc. and not for purchase of any particular item. The assessee is 

not collecting any tax, in as much as it has been paying tax at compounded 

rates. 

4. The applicant would contend that for the financial years 2012-13 & 2013-

14, the assessing authority did not grant permission for payment of tax at 
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compounded rates, in spite of the filing of option and the filing of copies of all the 

relevant work orders. The assessing authority is of the view that the works done 

by the assessee cannot be compounded and VAT at higher rate is payable by the 

assessee on the  ground that the work executed by the assessee is transferred in 

the form of goods. 

5. The applicant further contends that after the execution of work, the 

articles put to use for fabricating the items and also the items themselves, form 

part of the building / structure, losing their individuality. No new ‘goods’ emerges 

as a result of the fixing of windows, doors etc. and there is no transfer in the 

form of ‘goods’. There is only deemed sale of the articles used for executing the 

work and thus the impugned works hold all the characteristics of a works 

contract. Thus it aptly fit in the definition of ‘works contract’ as contained in 

Section 2(iv) of the Kerala Value Added Tax Act, 2003 and hence the assessee is 

eligible for payment of tax at compounded rates, as provided under Section 

8(a)(i) of the Act.  

6. The applicant would contend that the terms contained in the work order 

is relevant. As per the work orders, the applicant has to fabricate, supply and fix 

at site the doors, windows etc. using prescribed quality of materials and the 

consideration for the same is fixed on the basis of the square meter area of the 

work done. The work order also specifies that the measurements given therein 

are indicative only and can slightly vary as per site conditions. So, the value of 

contract is not calculated on the basis of number of doors, windows etc. or 

otherwise on a piece rate system. 

7. The applicant would further contend that delivery of goods is the 

essential component of any sale transaction. In the context of the impugned 

works, the delivery of goods takes place only after completion of the works, 

examination and measurement by the awarder and the billing by the assessee. 

The property is not delivered to the awarder till the invoice for the same (or even 

part) is raised by the applicant and the area is handed over to the awarder. 

There is no delivery of goods before completion of fabrication and installation. 

Even at the time of delivery, the goods which are put to use in the contract is not 

transferred as such and instead it is merged with the building / structure to 

which it is attached. In all the works executed by the assessee, the dominant 

intention is works contract and not purchase or sales.   

8. The applicant would also contend that it is a settled law that if the thing 

to be delivered has any individual existence at the time of delivery, it can be 
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treated as sales and on the other hand where the main object of the work 

undertaken by the assessee or the price is not for the transfer of an item or 

thing, the contract is a works contract. It can be seen from the terms of work 

order that the contract is for execution of work and not for making and transfer 

of certain items or goods. In addition, the goods involved in the execution of 

work is not transferred as such and it makes an accretion to the building or 

structure to which it is fixed. It is only an appropriation of goods for civil work. In 

as much as the materials are put to use for the fabrication and installation of 

windows, doors etc., there is no transfer of the goods as such. There is no sale of 

aluminium, glass, beads, gums etc. in the form in which it is originally purchased. 

It was also contended that the applicant is not transferring any item without 

manipulating it or otherwise changing / modifying it.  The activity of the applicant 

is not at par with the activity of supplying and installing ready-made doors, 

windows, kitchen cabinets etc. 

9. The applicant would also contend that in addition to the prescribed 

quality of materials, the impugned works contract require a high degree of skill, 

insight, caliber and precaution and it cannot be executed without the outlay of 

sufficient supervisory staff, skilled labour, unskilled labour, machine power and 

other direct overheads. In addition, large amount of indirect overheads for safety 

measures is highly required in the context in which the assessee has to work in 

high-rise building and structures. Thus the works executed by the assessee is a 

blend of materials, man, machine and overheads and its components cannot be 

vivisected in any manner to find out the value of property in goods involved in 

the execution. 

10. The applicant has referred the definition of ‘Works Contract’, clauses (e) 

& (f) of Section 6(1) and Section 8(a)(i) and would contend that these legal 

provisions when read with the facts and circumstances of the assessee’s 

activities would divulge that the applicant is legally entitled to pay tax at 

compounded rates in respect of the works contract executed by it, instead of 

paying tax under Section 6(1)(e) of the Kerala Value Added Tax Act, 2003. 

11. The applicant has relied on the decisions in State of Rajasthan and Another  

Vs. Man Industrial Corporation Ltd., Jaipur – 1969 KHC 433 (SC), State of Rajasthan  Vs.  Nenu Ram 

– 1970 (26) STC 268 (SC), Orchid Designs Pvt. Ltd.  Vs.  CTO (WC) and Ors. – 2009 (1) KHC 904 

(Kerala High Court), State of Kerala  Vs.  M/s. Silpi Constructions Contractors – 2010 (1) KHC 2007 

(Kerala High Court), Joseph Technical Institute  Vs.  State of Tamil Nadu – 1993 (90) STC – 27 

(Madras) and State of Tamil Nadu Vs. Eff Aar Fabrications – 1994 (92) STC 515 (Madras) to 

support his contentions and has requested to clarify the following points: 
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 (i) The transfer of goods involved in the execution of works contract of 
 fabricating and fixing of windows, doors, ventilators, panels, ducts, 

 false ceiling etc. carried out by the assessee fall within the purview 
 of Section 6(1)(f) of the Kerala Value Added Tax Act, 2003; and 

 
 (ii) The assessee is entitled to make payment of VAT at the 

 compounded rate of 3% prescribed under Section 8(a)(i) of the 

 Kerala Value Added Tax Act, 2003. 
 

12. The authorised representative of the applicant was heard in the matter 

and the contentions raised were examined. 

13. The nature of the work awarded to the petitioner has to be analysed in 

toto so as to arrive at a finding as to the nature of work awarded. Admittedly, as 

per the specifications and measurements given by the awarder, pre-fabricated 

materials are brought to the site and is installed in the premises. Since these 

fabricated materials were made for the specific requirements of the awarder, it is 

an item that cannot be sold generally. Hence it is works contract coming within 

the category in the form of goods. The installation part represents only a 

negligible portion of the work awarded since it involves mere fixing with screws. 

As laid down by the Hon’ble Supreme Court in Kone Elevators’ case, when goods 

in knocked down condition are brought to the site and mere assembling alone is 

done, it is a case of transfer in the form of goods and no labour charges can be 

deducted. Also, in the instant case, since it involves transfer in the form of goods 

it is not eligible for compounding.  

     The issues raised above are clarified accordingly. 

 

 

 

T.V. Kamala Bai   Suchala Kumar. S.K    C. Lalappan 
    Joint Commissioner (Law)     Joint Commissioner (General) Joint Commissioner (A&I) 
 
 
To, 
  
 Sri. T.T. Biju 
 Advocate, 
 2

nd
 Floor, Kandathil Building,  

 Opp. Collectorate, 
 Kottayam – 686 002. 

 

 

 


