EAST COAST RAILWAY

Office of the
Principal Chief Commercial Manager
1* Floor, Rail Sadan
C.S.Pur, Bhubaneswar-17

Commercial Circular No. 366(GC)/2022 Date: 15.11.2022

Sub: Guidelines for implementation of GST implications on recovery of
- liquidated damages.
Ref: (i) PFA/ECoR’s letter No. ECoR/BBS/ACCTSI/GST/Circular/02/2389
dated. 03.11.2022.
(ii) Railway Board’s letter No. 2017/AC-11/1/6/GST/Main/Vol.lll dtd.10.08.2022
( GST Circular No.11/2022, RBA No.41/2022)

. Enclosed please find herewith a copy of PFA/ECoR'’s letter No.ECoR/BBS/
ACCTS/GST/Circular/02/2389  dated.03.11 2022 regarding  “Guidelines  for
implementation of GST implications on recovery of liquidated damages, which is
self explanatory for information and necessary action at your end.

All concerned to note and act accordingly.

Authority: PFA/ECoR’s letter No. ECoR/BBS/ACCTS/GST/Circular/02/2389
dated. 03.11.2022

Encl: As above (02 Pages).
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No. PCCM/443/GST/Pt.1 Date:15.11.2022

All Station Managers/ Goods and Parcel Supervisors/Commercial Supervisors /Siding Clerks / Booking
Clerk in Charges / Weigh Bridge Clerks / Clerk in Charges / City Booking Agencies / Out Agencies.

Copy for information and necessary action to the:-

PCOM: ECoR/SER/SECR/NR/NFR/ER/SR/SCRNVR/NER/CR/SWR/NCR/NWRNVCR/ECR/KRIy..SDGM/E
CoR/BBS, Chairman/RCT/BBS, Dy.CVO/ECOR/BBS, Dy.COM(FOIS)/ECoR/BBS, PO/RCT/BBS ,
CAO(FOIS)/NDLS, Audit officer/BBS. Rates Section /ICCM/ECOR/BBS -10 sets
DRM: KUR,WAT,SBP/ECOR, Sr.DOM- KUR WAT,SBP/ECoR, CAO(FOIS), CRIS/NDLS, Sr.DCM
‘KUR,WAT/SBP/ECoR. Dy.CCM(Claims)/E.Co.Rly, FA & CAO:E.Co.Rly, FA & CAO(T)/ECOR/BBS
Traffic Manager: VZP, Paradeep Port Trust / Paradeep. P .
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T AALDTT Government of India
TATATAY Ministry of Railways
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RBA No. 41/2022
GST Circular No. 11/2022

N0.2017/AC-11/1/6/GST/Main/Vol.lll New Delhi, dated 10.8.2022

(' Principal Financial Advisers,

All Zonal Railways/Production Units nef ey
Subject: Guidelines for implementation of GST implications on recovery of
liquidated damages /[ /g
Ref: CBIC Circular No. 178/10/2022-GST dated 3rd Aug 2022 B
¥ dede ne |

To implement correct GST practice and ensure uniformity in the manner of payments in

cases where liquidated damages are levied on the vendors for non-performance of conditions of a
contract, CBIC, vide Circular No. 178/10/2022-GST dated 3" Aug 2022, with regard to
taxability of liquidated damage has clarified that payment of such damages is not the desired
outcome of the contract. Payment of liquidated damages is stipulated in the contract to ensure
performance and to deter non-performance, unsatisfactory performance or delayed performance.

. It is merely a flow of money from the party who causes breach of the contract to the party who
suffers loss or damage due to such breach i.c., it is an amount paid only to compensate for injury,

loss or damage suffered by the aggrieved party (viz. Railways) due to breach of the contract.

Thus, liquidated damages do not_constitute_consideration_received for supply by way of

tolerating the breach or non-performance of contract and arc¢ not taxable

Accordingly, the payment received by Railways in the form of liquidated damages
avainst tolerating non-performance of conditions of a contract such as a delay in the rendering of

supply 1ot Hable to GST.



Further. with respect to the payment fe the vandor where liquidated damage has been
jevied. the amount pavable to the vendor shail be pfsidiimoum of supply including GST less
amount of liquidated damage without GST d\aeon.i‘or the sake of brevity. the amount (0 be
paid 10 the vendor for the supply against which liquidated damage is being recovered. IS

illustrated as under-

Assuming. vendor ‘A’ raised invoice for INR 118 (INR 100 taxable vaiue ~ INR 18 GST),
however. owing to certain non-performance. fiquidated damage of INR 0 (10% of the
taxable value) is recoverable by Railways from such vendor. In ihe instant Hlustration,
Indian Railways. in nel, needs to pay INR 108 to “A” (value of supply with GST:INR 118
less amount of liquidated damages without GST: INR 10). Please note that such paymeni

would also be subject to oiher deductions such as GST-TDS

Railwayvs/Units may take necessary action and ensure the aforementioned compliances.

c€g0\>r/u7;)

(Sanjeev Sharma)
OSD/Accounts
Railway Board

Copy to: -

i. General Manager. All Zonal Railways and Production Units

t

All EDs of the ED level Empowered Committee in Railway Board
All Directors of GST Cell, Railway Board

w2l

4. Managing Director, Centre for Railway Information Systems, Chanakyapuri, New Dezlhi
GM/GST, GM/AIMS, CRIS, New Dethi
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No.ECoR/BBS/ACCTS/GST/Circular/02/ 2% 31

ind i , Dt 02.11.2022
Copy _f,o,r,warded for kind information and necessary action to- 22:11.2022

. M; CAO/ _S e

] F:&%C‘AO((C)‘ ;c;n'. PCE, PCEE, PCSTE, PCME, PCPO. PCSC, PCMD, PCMM. CWM/MCS,

2.DRM/KUR, SBP, WAT

3.Sr.DFM/KUR, SBP & WAT

4.Sr.DCM/KUR, SBP & WAT

2. qDy.F\A&CAO(F&I‘B). Dy.FA&CAO(Con)/BBS, Dy.FA&CAO(S&W), Dy.FA&CAO(Con)/VSKP
Sr.AFA(CRW)/MCS, Sr.AFA/RE/BBS, AFA(T)/BBS, Sr.AFA(Con)/SBP o
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