HILT WIFR(GOVERNMENT OF INDIA)
I AAFEA(MINISTRY OF RAILWAYS)
13 13 (RAILWAY BOARD)

No. TCR/1078/2018/03 New Delhi, dated 12.02.2019

Principal Chief Commercial Manager
All Indian Railways.

Sub: Demand for GST under reverse charge mechanism (RCM) from CTOs.
Ref.: Northern Railway's letter No.36RD/GST/2017/Ptll dated 19.03.2018.

" Northern Railway vide its above referred letter forwarded the letter of Additional
Director General of GST Inteiligence (ADGSTI)/Ludhiana wherein ADGSTI/Ludhiana had
issued a detailed notice to Northern Railway regarding payment of Service Tax/Goods &
Service Tax on the services of maintenance provided by Indian Railways to CTOs on the
main ground that transportation of trains and maintenance of wagons are two distinct
services provided by Indian Railway to CTOs. CTOs, therefore, under Reverse Charge
Mechanism are liable to pay full ST/GST on the 5% maintenance charges,

The issue was examined and it was considered that maintenance service is not
independent standalone supply of haulage service but is naturaliy bundled and supplied in
cenjunction with haulage service. Thus haulage and maintenance of wagon is a compoesite
supply, wherein haulage of wagons is to be treated as principai supply.

Railway Board had represented to Ministry of Finance for a clarification duly taking
into account Railways' position on the issue. Ministry of Finance vide its Office
Memorandum dated 16.01.2019 {enclosed herewith} has clarified that supply of the
services of haulage and maintenance of wagons by Indian Railway to Container Train
Operators {CTOs) satisfies all criteria of the definition of composite supply. The same
should be considered as a composite supply with the haulage of wagons as the principal
supply.

Zonal Railways are advised to take into cognizance the issue and ciarification
stipulated vide above referred Qffice Memorandum of Ministry of Finance, and other extant
taxation laws while framing policy/centract conditions in consultation with Associate
Finance.

DA: as above
(This disposes off Northern Railways letter referred above }
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SW b.nl'm’

(Shilpi hishnni]

Director, Traffic Commercial (Rates)

{Railway Board)
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CGavernment of [ndia
Ministry of Finance
Department of Revenye
(Tax Research Uni)
drdek
146¢i, North Block, New idelhi,
16™ lanuary, 2014
QFFICKE MEMORANDUM

Subject: GST on Haulage and Maintenance services provided by Indian Railways to

fhpl/ Private Container Train Operators — reg,

- The undersigned is directed 10 refor 1o yn,ur DG letter dated 06.09,2018 addressed to F5
'}u ? requesting for positive consideration on the issue of GS'T paid by Indian Railways on haulage
charges including maintenance charges recovered from CTOs.

y
]‘r\\ 2. As recommended by the GST Council in its 3 [* meeting held on 22.12.2018 it is herchy
O\ blarificd that supply of the services ol haulape and maintenance of wagons by [ndian Raibway to

Container Train Operators (T OsY sulisties all eriteria of the definition of composite supply. The
lq’M( same should be considernd us a composite supply with the haulage of wagoens oy the pringipal

supply.

3. This issues ax por the approval of the Mcember{Budget).

Fi e f 1
@)TC {Harsh Si;gi]

TO, TRU-II
To,

Sh. Girtsh Pijlaj,

Member Traffic, Railway Board,

Ministry of Railways, Rail Bhawan,

WNew Delhi- 110001

Copy to,
The Principal Dircetor Generg) (GG
The Principal Chict Commissivnerss Chief Commissioners of Central T'ax (Al -
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