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Please connect Board’s letter ibid on the above subject wherein an
illustration was also provided to explain the GST implications on recovery of
Liquidated Damages. In the said illustration, the amount of liquidated damages
was calculated at the taxable value i.e., excluding GST amount. In this
connection, a few vendors and Zonal Railways have sought clarification regarding
the taxability of GST on gross value of supply. The matter has been examined. It
is clarified that amount of Liquidated damages shall depend upon the terms of the
contract (i.e., it may be calculated on the gross value of supply, i.e., inclusive of
GST OR on basic value of supply excluding GST as provided for in the

contract). Accordingly, the illustration may be read, as under:

Existing Illustration May be read as under
Assuming, vendor ‘A’ raised invoice for
INR 118 (INR 100 taxable value + INR
18 GST). However, owing to certain
non-performance, liquidated damage of]
INR 10 (10% of the taxable value) is
recoverable by Railways from such
vendor. In the instant illustration,

Assuming, vendor raised invoice for INR
118 (INR 100 taxable value + INR 18 GST),
however, owing to certain non-
performance, liquidated damages
recoverable from such vendor as per the
contract terms is, say -




Indian Railways, in net, needs to pay
INR 108 to ‘A’ (value of supply with
GST: 118 less amount of liquidated
damages without GST: 10). Please note
that such payment would also be
subject to other deductions such as
GST-TDS.

e 10% of the gross invoice amount

In such case, liquidated damages of
INR 11.8 (10% of INR 118) are
recoverable by Railways and payment
of INR 106.2 shall be made to the

vendor (value of supply with GST: INR
118 less the amount of liquidated
damages without any GST thereon:
INR 11.8).

o 10% of the taxable amount

In such case, liquidated damages of
INR 10 (10% of INR 100) are
recoverable by Railways and payment
of INR 108 shall be made to the vendor
(value of supply with GST: INR 118
less amount of liquidated damages
without any GST thereon: INR 10).

In the above examples, INR 11.8 or INR 10,
as the case may be, represents the actual
liquidated damages amount without any
GST thereon.

Other deductions such as GST-TDS etc
shall be deducted as applicable.

Railways/Units may take note of the above for necessary action.

(Sanjeev Sharma)
OSD/Accounts
Railway Board

Copy to:-

General Manager. All Zonal Railways and Production Units

All EDs of the ED level Empowered Committee in Railway Board

All Directors of GST Cell, Railway Board

Managing Director, Centre for Railway Information Systems, Chanakyapuri,
New Delhi

WGM/GST, GM/AIMS, CRIS, New Delhi
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