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GST Circular No. 002/2021

No. 2018/AC-I/1/57 15th January, 2021 

General Managers, 
All Zonal Railways/Production Units 

Sub- Accounting processof IRFC Infrastructure Leasing Contracts under EBR-S source.

Ref:- RailwayBoard'sletter No. 2015/AC-U2/6 dated 5.1.2021(RBA No. 2/2021).

Railway Board's letter ibid may be referred, wherein allocations for new source of fund 

EBR-S were circulated. In this regard following Accounting Processes arc brought out to book 
the expenditure under the newly created source of expenditure. Following aspects have to be 
kept in mind while booking the expenditure under this source of expenditure: 

a. Capital component of lease charges, external aid components, equity infusion, etc. shall 
not be funded out of EBR-S source. Besides this procurement of land shall also be not 
funded out of EBR-S source. 

b. Therefore, subject to above, expenditure booked under Capital Source from 1.4.2020 
onwards would require to be transferred to EBR-S, as per approved RE-2020-2021, as 
communicated by Budget Directorate, Railway Board. 

c. For this, there is an urgent requirement to enter into one-time Novation Agreement (as 
per approved template---GST Circular No. 18/2020 dated 24.3.2020) with the 

Vendor/Contractors of Indian Railway, bringing out that this arrangement of Billingon 
IRFC in respect of procurement through EBR-S Fund would be applicable for billing

done till 31.3.2021 only. All the Zonal Railwaysshall have to complv with this in 
order to ensure that all billingis in the name of IRFC only. This will have to be 
ensured by all Executive Departments,viz, Civil Engineering, S&T, Electrical, ete 
in respect of those contracts financed out of EBR-S soure 
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d. Expenditure on supply of goods, still iying in Stock (that is not instaled), viz., Rails, etc. 
and other movable assets like Rolling Stock, Machinery and Plant, etc. shall be treated as 
Supply of Goods and invoiced on IRFC with GST payable by IRFC on Forward Charge Mechanism. Corresponding Input Tax Credit, which would have been flagged as 'No ITC shall have to be reflagged as full ITC or partial ITC to ensure GST neutral for Indian Railways. 

e. Goods that have been installed, gets treated as Supply of Services and therefore GSST shall be payable by IRFC under Reverse Charge Mechanism. 
There are three possible scenarios to implement the above. Following processes are suggested. These scenarios are discussed as below:- 

a. Scenario No. 1 RVNL, other Railway PSUs, etc.):_Capital Expenditure from 1.4.2020 till date) may have booking of expenditure in respect of supply of goods and services rendered by RVNL, other Railway PSUs etc. A one-time novation agreement needs to be entered with RVNIL, other Railway PSUs, etc. and pursuant to that, all the bills raised by RVNL, dated 1.4.2020 onwards till date, needs to be reversed by thern by issuing a Credit Note. On the authority of Credit Note, reversal_of expenditure can be done under Capital Source. CRIS is requested to link the Credit Note with the corresponding Invoice raised by RVNL, other Railway PSUs earlier and auto populate the Input Tax Credit Flags in the Credit Note booking, to eliminate any errors or inconsistency. 
Simultaneously, fresh bills may be issued by RVNL, other Railway PSUs in the name of IRFC, using the G$TIN credentials of IRFC. This invoice cin be booked as expenditure under EBR-S, similar to the existing process being followed under ElBR-IF.

b. Scenario No. 2 (Expenditure already booked under Capital Source of Funds other than RVNL, Railway PSUs, etc.} 
Expenditure incurred on items namely Capital component of lease chargesexternal aid components, equity infusion, procurement of land, etc. shall not be 
funded out of EBR-S source.

1. 

Wherever in RE-2020-2021, Plan Head expenditure is in the nature of supply of 
Goods viz., PH 21-Rolling Stock, PH-41, Macninery and Plants. PH-42 
Workshops/PUs, etc., the same gets categorized as 'Supply of Goods' and GST is 
charged in the Tax Invoice raised by IR on IRFC under 'Forward Charge 
Mechanism. CRIS is requested to allow re-flag of such expenditure as full 
ITC, so that IR may avail ITC and is not put to loss. 
In respect of expenditure other than Supply of Goods also, if there are any item 

lying in Stock, that is not yet consumed, viz., Rails, Signaling Equipments, ete. 
same can be billed to IRFC treating the same ys Supply of Goods' and 
appropriate HSN Code needs to be applied in the Jas Invoice. This is so because

ii. 

ii. 



these items are catcgorized as 'Movable Assets' as on date. However, following sub-scenarios may arise:- 
1) All the expenditure (alrcady booked) vwhere vendor bills date is prior to 1.4.2020. Indian Railway will have to issue Tax Invoice as per existing principle. In case those items are lying in Stock, that is, not 

yet consumed, same can be billed to IRFC treating the same as 
Supply of Goods' and appropriate HSN Code needs to be applied in 
the Tax Invoice. 
In case the goods are already installed, then the supply will be treated 
as 'Supply of Service' and same will be billed on IRFC under RCM 
i.e., GST shall be payable by IRFC under RCM. In such scenario, i.e., where GST is payable under RCM, reversal of ITC availed on such 
goods and services procured shall have to be reversed. 

2) All the expenditure (already booked) where vendor bills date is post 1.4.2020, Indian Railway will have to issue Tax Invoice as per existing principie. In case those items are lying in Stock, that is, not yet consumed, same can be billed to IRFC treating the same as Supply of 
Goods' and appropriate HSN Code needs to be applied in. the Tax 
Invoice. CRIS is requested to allow for revision of ITC Flags, on 
the procurement made by categorizing it as "T4', so that IR can 
avail ITC and ensure GST neutral. 

In case the goods are already installed, then the supply will be treated 
as 'Supply of Service' and same will be billed on IRFC under RCM 
i.e., GST shall be payable by IRFC under RCM. In such scenario, i.e. where GST is payable under RCM, reversal of ITC availed on such 
goods and services procured shall have to be reversed. 

Both for the above scenarios, the invoice issued as above shall be the supportingvouchers for effecting transfer of expenditure already booked and booking of fresh 
expenditure to EBR-S. The allocation head for EBR-S have already been advised vide 
RBA No. 2/2021, referred above. 

c. Scenario No. 3 (Current dated expenditure): W.e.f. Ist Jan 2021, action shall be taken 
to enter into novation agreement with the vendors and gei the invoice prepared in the 
name of IRFC. Booking of expenditure shall be regulatud as per accounting policy enumerated in RBA No. 41/2020, 62/2020 and 75/2020. Due regards to Railway Board's
policy directives (RBA No. 65/2020) regarding ITC flagging shall be strictly followed. In 
respect of those bills that has not yet been paid and has been kept pending for want 
of Budget Allocations, etc. under Capital, fresh bills may be obtained from Vendor 
using IRFC's GST credentials and simultaneousBy Vendor shall also withdraw or 
cancel their bills submitted, by issuing a credit Note under GST Rules. Thereafter 
the new bills with IRFC's GST credentials can be considered for payment under the 
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Source EBR-S. This process is essential to ensure Tax Eficiency under GST Rules 

and also to ensure that the RE-2020-2021 allocated under EBR-S is utilized 
effectively. It must be noted that for deduction of TDS, the procedure as adopted in 
the EBR-IF is to be followed ie., the same head of accounts, as in the existing process 

of booking EBR-IF expenditure, for accounting GST & Income Tax TDS, is to be 
used and also same process for remittance of TDS amount to IRFC shall be ensured. 

This issue with the concurrence of Budget Directorate and approval ofcompetent 

authority. 

v.Prakash) 
DirectorlAccounts 

Railway Board 
Copy to:- 

1. All EDs, ED level empowered Committee, Railway Board 
2. All Directors, Director level GST Cell, Railway Board. 
3. PFAs, All Zonal Railways and Production Units. 
4. EDFB, EDF/RM,Railway Board. 
5. MD, IRFC, GM/Finance/GSTM, GM/AIMS, CRIS. 
6. Director Finance, RVNL, New Delhi. 
7. Finance Secretary, Ministry of Finance, Department of Revenue, North Block, New 

Delhi. 



HTRT HRR/(Government of India) 

AATC/ (Ministry of Railways) 

Trd ats/(Railway Board) 

HTRTT H. 003/2021 

He ufru7 H. 002/2021 

H. 2018/THT-II/1/57 15 T, 2021 

HEIYT, 

Ha d ats m fAia 5.1.2021 U H. 2015/HT-II/2/6 (HRaHT H. 

2/2021) 



3HTR-2020-2021 HqH, 1.4.2020 ÀYt Faa à 3irt qa fa5u au 

aa TaRTAI ETot (taia 24.3.2020o HuE ufrua H. 18/2020 



3HTTuGTGT, 3Y HTdHfAT 34hat T HTY THaRaft 

ii. 

fa5T aTaTatt 21-77 FE*T, IAT RiTst-41, 



iii. 

01.04.2020 TE T , HTRA a aET HETAT 

HT 





HaTta 3TRaIT H. 2/2021 AEA aAAT T qT 

3T. uRERJ H. 3 (adHIA AR U): 1 aai, 2021 H àsi à H adiaaT 

HTUoTI TYy i ahJT 3HTaT F. 41/2020, 62/2020 A 75/2020 Å aaTg 



(at.uarer) 
fARr/dT 

ufafafd afta 

4. $aT. zstu7/HRTA, ad ats 

5. a fatAT, HTEHRTTET. FEIYTYT/aa/ITHdTA, AFUTY/THTATUF. 
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