GOVERNMENT OF INDIA (WIXd 4G
MINISTRY OF RAILWAYS (& H9199)
(RAILWAY BOARD) (X913 919)

No. F{X)1/99/3/1 New Delhi, Dated 03.08.2026

The General Managers,
Indian Railways and Production Units.

Sub.:- Payment of service charges to Municipalities/Local Bodies in respect of
Central Government properties.

Ref.:- Board’s letters No, F(X]I/99/3/1 dated 09.03.2010 & 25.10.2021
(copies enclosed).

In terms of Board's letters of even number dated 09.03.2010 & 25.10.2021,
all Zonal Railways were informed about the judgment delivered by the Hon’ble
Supreme Court of India dated 19.11.2009 (copy enclosed) and subsequent
instructions by MoUD vide their OM No. N-11025/26/2003-UCD dated 15/17-12-
2009 regarding payment of service charges to local bodies in respect of properties of
the Central Government. It was conveyed that Divisions may be suitably advised to
safeguard the interest of Railways within the parameters of Honble Supreme
Court's directions.

2. In this regard, it is to inform that Ministry of Housing and Urban Affairs OM
No. N-11025/26/2003-LSG (Vol-lI) dated 06.07.2026 has advised that all
Ministries/Departments of Central Government may kindly note the
directions/orders of Hon’ble Supreme Court of India.

3 In this regard, Railways may kindly see for timely execution of agreements with
the concerned ULB’s in State/District and make regular payment of admissible
service charges in accordance with the Hon’ble Supreme Court’s directions.

DA: as above.

(Sanjeet Kumar) °
Director/Finance (Exp.}
Railway Board

Copy to:- PFA, All Indian Railways and Production Units for information and
necessary action.



GOVERNMENT OF INDIA(NRT §I#R)

MINISTRY OF RAILWAYS(Y® #7TeY)
(RAILWAY BOARD)

No.F(X)1/99/3/1 New Delhi, dt. 25.10.2021
0.

The General Managers, . _
Indian Railways and Production Units.

Sub.: Payment of service charges to Municipalities/Local Bodies in respect
of Central Government properties.

Ref.: Board's letter No. F(X)I/99/3/1 dated 09.03.2010.

In terms of this office letter of even number dated 09.03.2010, all Railways
were informed about the judgment delivered by the Hon'’ble Supreme .Court gf
India dated 19.11.2009 and subsequent instructions issued by MoUD vide their
OM No. N-11025/26/2003-UCD dated 15/17-12-2009 regarding payment of
service charges to local bodies in respect of properties of the Central Govetnment.
It was conveyed that Divisions may be suitably advised to safeguard the interest

of Railways within the parameters of Hon’ble Supreme Court directions.

2 In this regard, it is to inform that many references are being received by
Hon’ble MR form local bodies through concerned Member of Parliament for
release of service charges to local bodies toward properties of Indian Railway

which are pending for many years,

3. Therefore, it is requested that Divisions may be suitably advised to process
such pending demands on priority basis safeguarding the interests of Railways
within the parameters of Hon’ble Supreme Court’s directions.

DA: As above
(Ashish Singh)
C/ Director, Finance (Exp.)
O _ Railway Board
No.F{X)1/99/3/1 New Delhi, dt. 25.10.2021

Copy forwarded for information to the PFA, all Indian Railw and
Production Units.

(AshiSh Singh)
Director, Finance (Exp.)
Railway Board




Government of India (Bharat Sarkar)
Ministry of Railways (Rail Mantralaya)
(Railway Board)
No. F(X)1/99/3/1 New Delhi, dated 09 -03.2010

The General Managers,
Indian Railways and Production Usits.

Sub: Payment of service charges to Municipalities/Local Bodics in respect of
Central Government properties

Ref: Board’s letters No. F(X)1/96/3/3 dated 08-03-2000 and F(X)1/97/3/6
dated 17-12-2003. '

As the Railways are aware, the policy regarding payment of service charges to local bodies
in respect of properties of the Central Government had been under the consideration of the Ministry
of Urban Development and Poverty Alleviation (MoUD), the nodal Ministry on the subject. On a
direction by the hon’ble Supreme Court of India, MoUD filed a common affidavit in Civil Appeal
No.9458-63/2003 filed by Rajkot Municipal Corporation and others v/s UOI and others. Based on
the judgment delivered by the hon’ble Supreme Court on 19-] 1-2009, MoUD have issued
instructions vide their O.M. No. N-11025/26/2003-UCD dated 15/ 17-12-2009, a copy of which,
together with a copy of the hon’ble Supreme Court’s judgment, is enclosed for information,

guidance and necessary action.

As may be seen from para 2 of MoUD’s O.M., the state governments have been asked to
advise their urban local bodies in regulating the payment of service charges in respect of Central
Government properties. Board desire that the Divisions may be suitably advised to safeguard the
interests of Railways within the parameters of hon’ble Supreme Court’s directions particularly para
5 of the office memorandum dated 15/17-11-2009.

Please acknowledge receipt.

DA: As above (A.K. Bhatia)
Joint Director, Finance (Expenditure)
Railway Board
No. F(X)1/99/3/1 New Delhi, dated 09-03-2010

Copy forwarded for information to the FA & CAOs, all Indian Railways and Production

Units, sy A
(A.K. Bhatia)

Joint Director, Finance (Expenditure)
Railway Board

No. F(X)1/99/3/1 New Dethi, dated 09-03-2010

Copy forwarded for information to the Ministry of Urban Development and Poverty
Alleviation with reference to their O.M. No. N-1 1025/26/2003-UCD dated 15/17-11-2009.

eI T T e
(A K. Bhatia)
Joint Director, Finance (Expenditure)
Railway Board



No.N-11025/26/2003-UCD
Government of india
Ministry of Urban Development
UCD/LSG Section
Nirman Bhawan,
New Delhi dated ?"‘ December 2009
TH,.-
OFFICE MEMORANDUM

Subject: Payment of service charges to local bodies in respect of Central
Government properties — Supreme Court Order in Civil Appeal
Ne.8458-83/2003 -Rajkot Municipal Corporation & Others Vs, UOi &
Others, .................

The undersigned is directed to State that the Hon'ble Supreme Court vide its
order dated 18.11.2009 disposed of the Civil Appeal No.9458-63/2003 - filed by Rajkot
Municipal Corporation & Others Vs. UOI & Others(copy enclosed) relating to paymenl
of service charges by Central Government Departments to Urban Local Bodies, with the
following directions:- :

(1) The UOI & its Departments will pay service charges for the services provided by
appellant Municipal Corporations. No Property Tax will be paid by UOI but
service charges calculated @ 75%, 50% or 33 1/3% of Froperty Tax levied on
property owners will be paid, depending upon utilization of full or partial or Nil
services. For this purpose agreements will be entered into UO! represented by
concemed Departments with respective Municipal Corporation.

(2} The arrangement at (1) is open to modification or revision by mutual consent. In
the  event of disagreement, the same shall be resolved by a 3 member
Mediation Commiltee  consisting of a representative of Central
Government, a representative of concerned Municipal Corporation & a
senfor representative (preferably the Secretary in charge of Department
of Municipal administration) of the State of Gujarat.

(3) in the event of any Department or Railways owning a property changes the
Agreement  unilaterally or fails to reach setilement through Mediation
Committee, the concerned  Municipat Corporation could take such action as it
deems fit by approaching Courts/Tribunals l'pr reliefs.

(4} The Municipal Corporations shall not resort to coercive steps (such as stOppqge
of services) nor resort to revenue recovery proceedings for recovery of service
charges from UQI or its Departments.

(5) The services payable by UOI shall not be more than the service charges paid
by State Government for its properties. Wherever exemptions or concessions
are granted to the properties belonging to the state government, the same
shalf also apply to the properties of Union of India.



(6) )f Railways do not abide by the Instructions of Minislry of Finance as
contained in the 4 circulars dated 10.5.1954, 29.:_3.67, 28.5.1976 and

26.8.1986 and general consensus eet out above, it is open to Municipal
Corporation to lake suitable action as i permissible in Law.

2. All State Governments have been requested to note the above orders of Supreme
Court and advice their Urban Local Bodies in regulating the payment of service charges
in respect of Central Government properties in terms of the above judgement. in this
connection, it is stated that the arrangement mentioned in point {2) above of para 1 is
specific to the Slate of Gujarat and Stale Governments have been requested to
consider appropriate dispute resolution mechanism in respect of their States.

3. The above orders of Supreme Court are hereby brought. to the notice of all
Ministries/Departments of Central Government with the request to issue necessary
instructions to the concerned authorities under their administrative contro! for suilable
compliance with regard lo regulating of service charges payable by UOI & its
Departments to the Urban Local Bodies for their properties. ‘ _H,_,,ﬁ.-w--/t

'_.-' k‘ \[ﬂh,\g rAf‘r“*
(R. Sathyanarddyanan)

| Under Secretary to the Government of India
Ph. 23061072

To
1. Al Ministries/Departments of Central Government
2. DG(W), CPWD, MOUD.

Copy forwarded for kind inforrnation to:-

1. Sr.PPS to Secretary (UD) -

2 P.S.1o Addl. Secretary & all Jt. Secretaries of MOUD
3. P.S.to Director (LSG)/Dir.(UD)

4. Guard file/spares.
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IN THE SUPREME COURT OF IRNDIA
‘CIVIL APPELLATE JURISDICTION
CIVIL APPEAL NOS,9458-9463 OF 2003
’ L e Je
Rajkot Municipal Corporation & Ors. .. Appellants
vs.,
‘Uniqn of gpdiadﬂ s T L - Respondent
. » , - e e
CIVIL APPEAL NO. 9459 OF 2003
" Ahmedabad Municipal Corporatiog .' | ) T“Agpellant
. y . _"
union of India ‘& Ors. o 3éapondents
.. w.o gIVIL APPEAL NO,9464 OF 2003
s T i : . " .
Rajkot MgdibiﬁélJCbrﬁ6f§tioh & AHJ:Z “; | ~ Appellants
Vs, |
(pion of India & Anr. . f Respondents
- UCIVIL ADPEAL. 10S 9465 OF 2003
[ ' b : »
rRajliot Municipal Corporétion : - f’ﬁppellant
- wee 4
nion of India & ors . - : h s R‘?"?E’C’ﬁdentf‘



q
CIVIL APPEAL NO.6706 OF 2004

Vadodara Municipal Corporation . Appellant

Vs,

Union of India & Ors, ~ Respandents

The Municiﬁul Corporation of Rajkot, Ahmedabad, Jamnagar,
and Vadodara in the state of Gujarat, which are statutory local
municipal- authorities under ghe qubax_.Prcvincial Municipal
Corporation Act, 1949 are the appellants in these appeals by
special leave, Tho issue in these appeals'rélates to'pay@ent of.
service charges relating t§ supply of water, congervancy/sewerage
disposal and other indirect services like approaéh_ roadsl with
street 1lighting, draiﬁage etc.. provided by .the said Municipaf
Corporations to properties owned by Union of India and its

departmants.

’ I
2 The appellant municipal corporations have beéen raising

A

hills annually. in regard to the service charges payable by Union
2f India and its departments. When some of the “bills were not

pa“d, the wmunicipal corporations resorted to attachment of the

properties of Union of Iﬁdia, by invoking revenue recovery

proceedings by treating the dues as arrears of taxes. Such

actions of the appellants were challenged by Union of Inqia in a
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batch of writ petitions before the Gujaral High Court which were

disposed of by the impugned common order of the High Court dated
-19.9.300%ﬂBgThem_&}gh‘ Court .allowed cthe petitions holding asg

foliows : !

“None of the impugned demand nokices or recovery orders
intimating attachment of the properties of the Union
Government are referable to any contract and these have
obviously been issued by the Municipal Corporation
uhder the purported exercise of powers to recover
service charges  in lieu of property Laxes, When Lhe
Laxes themselves could not be levied except by removing
the ‘exemption by law made by the Parliament as
contemplated by Section 285(1), the embargo cannot be
taken away by any implication arising from such
adminislLrative communications. Even if the regpondentg
were entitled to recover any compensation on the bagis
of an.  alleged assguiances of the Central Government,
Lhe nature of their demana vould have been entirely
different and. not' as has been made in all these matters
by way of recovery notices for' tax dues and, coercive
~* action for recovery of such dues. The attempt to base
the contention now on quasgi-contract. Ltheory and
entitlement for compensation for services rendered,
cannot cloud the nature of  the demand notices. and the
orders of recovery which are issued under the
provisions of the said Act and the Rules having bearing
on the aspect »f levy and recovery of Municipal ‘taxes.
No exemption zan be spelt out from the communication of
1954 and 197 which' can make any inroad in Article

285(1) of the Constitution.
. ]

X XK X X XX

s
A

It is thus clear to us that, in abgence of »any
notification under Section 184.(1) of the Railways Act,
1989 or under. the corredponding provision of BSection
135(1) of the Act of 1890, and in absence of. -any
contract ‘as coptemplated .under sub-section (4) of the
corresponding provision of Section 135 of the Act of
1890, it was not. open tg any of these corporations Lo
impose any tax or service charges in lieu of tax under
the said Act and effect recovery by, issuing the
impugned demand notices and other coercive ?rders.
Admittedly, there is no law enacted by the Parliament,
withdrawing the exemption from Municipal ‘taxes, as
contemplated by Article 285(1) in respect of the
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properties occupied by the Postai pepartment oI OEfice

of the Accountant General. Obviously, therefore, the
recovery of property Laxes OT service charges in lieu
of such taxes as is sought Lo be aone under the
impugned: demand notices and orders igsued for the
coercive recovery of the Municipal taxes under the said
Act, 18 udltra vires .the powers of the Municipal
Corporation. All the impugned notices, demand notices
o5 well as other orders jssued by these municipal
Corporations for ef fecting Tecovery of service charges
4in lieu of taxes are, therefore, hereby set aaidel

Rule is made abgolute in each of these petipions
accordingly. with no order as to costs, 1f any amount

is deposited pursuant toO the interim orders. that may
be refunded toO the Union of India.” ‘

!

3. The said ocdexr was challenged by the appellaht'Mnﬁicipal
Corporations -Qn the ground that the words *“exempt fxrom ali taxes
imposed by a State oOr by any gu@horitieé within 'thg 'State”
sccurring in Article 285 of the anstitution of -]ﬁniij.a do not
include service charges claimed by ﬁhem in respect of prqperties
owned by the Union of India. They Ialso contend that Lhe
arrangement arri&e& at and . yeferred tb f in thé
communications/circulars the Gévernmént of India datéd 10.5.1954,
29.3.1967, 28.5,1976 and 26.8.1986 were enforceable agreements
hetween the Government of India and ghe Municipal Corporations,
which had nothing to do with Article 285, The municipal
corporations also contended that gection 135(1) and 184 (1) of the
Railwags ACt, 1989 exempted the Railways only from payment oOf

Laxes and not from payment of service charges.

. Article 285 of the Constitution provides that :

!



“{1} The property of the Union shall, save in go far as
Parliament may by law otherwise provide, be exempt fLrom

~all taxes imposed by a State or by any authority within
a State.”

« {2} MNothing in clause (1) shall, until Parliament by
law otherwise provides, prevent any authority within a
State from levying any tax on any, property of the Union
t» which such property was immediately before the
conmencemant of this Constitution is liable o©r Lreated
as liable, so long as that tax continues to be levied
in that State.”

Section 184 (1) of the Railways Act, 198% reads Lhus:

? 4 h } Notwithstanding anything contrary contained in
any other law, a railway administration shall not be
liable to pay any tax in aid . of the funds of any local
authority unless the Central Government., by
notification, .declares the -railway adminigtration to
be liable to pay the tax specified in such
notification.

3 L LN 3 - .
S In Union of India & Ors. v. State of Uttar Pradesh & Ors.

2007 {11) SCC 324, this Court upheld the decision of the High

court that charges for supply of water or for other services

rendered under any statutory obligation, is a Lee and not tax.

Tt was held +hat the Union of India was Lliabln Co pay such

vharges and should honour the bills served in’ that kehalf.

keferring te Section 52 of the Uv wate. qupply and gewerage ACt,

1975, it was held taat the charges were loogely termed as “tax”®.

that the noméhclature was hot important and what was'chargeﬂ 18 .8

fee for the. supply of water as well -as maintenance of_ the
: . : : e - L {derad as

sewerage system, and such service charges 'are Lolbe conglae

L H

x‘Articie 285.0f Lhe Constitutidon. It was

fee and were .not hit b
iurther made ‘clear Lthat what was exempted by article 285 was a
. I |

e

|
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tax on the property of Union of India but not a charge [or
service which were being rendered in the nature of water supply .

or for mainltenance of sewerage system.

6. When these ‘appeals were eariier listed for hearing, both

sides agreed that they will attempt a broad congsensus on several

pending issues and narrow down the areas of controveisy and agree
for a dispute resolution mechanism. We.are told that in pursuance
of it, discussions were- held among various departments of Ehe'
Government of India with the Department of Urban.beveldpment. In
pursuance of it, an affidavit.dated 9.4.2009 has been filed on
behalf of Union of 1India crystallizing its stand 'on'lvarious
issues. Union of India has now agreed in principle for the

tollowing:

(i) It is liable to pay service charges to the municipal
corporations « for providing services 1like supply .of water,
conservancy/sewerage disposal, apart from general services like
approach roads with street lights, drains etc.

{ii) it will pay service charges to the Municipal
Corporationg, for the services, as stated in ite circulars dated
10.5.1954, 29.3.1967, 25.5.1976 and 26.8.1986, but will not pay
ary taxes, .

{iii) ~ Having regard to. the fact that only service like supply
of water could be metered and other services like drainage, solid
wagte managuwent, approach roads, street lighting etc., could not
he metered, the percentage of property tax will be worked out as
service charges, on the basgis of instruttions dssued by the
Ministry of Yinance'

viv) The concerned Ministry of the Union to which the property
belongs will enter into separate contracts with the respective
municipal corporation for supply of services and payment of
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se;vice charges and pay the bills for annual service charges
regularly. :

{v) Union of 1India and its departments will periodically
review the - arrangements . with the respective municipal
corporations, as suggested by its Advisory cormittees and make
modificatior.s or revisions in the rates of service charyges.

(vi) . Wherever. properties of state government are  exempled,

such . exemption shall apply to properties of central yovernment
also. Under ne circumstances, tha service charges payable by the
Union -of India will be more than the service charges pald hy the
gstate government.

{vii} The a&arrangement will not aftfect the legal rights
conferred by the approprlate laws, in regard to any property held
by the Union.

7. 'The Union of India has also stated that taking note of the
relevant circumslances, it hag decided to pay service
charges at the following rates: (a) 75% of the property tax
levied'on private owners, where the properties of the Union
are provided. by the municipal corporations  with all
services/facilities as wene_prov;aed Lo other areas within:
the municipal corporation; (b} 50% of thé property Lax
levied on private owners,. in regard toe properlies of the-
Union, where only -some of the servicesffacilities were
1vailed; and {(c} upto a maximum O oné-hiird (33 and 1/3%)
of the property tax levied on private owners in regald to
properties whlch did 1ot avail any of the gservices prov:ded
were self-sufficient

by the municipal corporatioqﬁ as they

on account of all sexrvices being provided by the Union

4

icself.
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H 1t was also clarified that where no services were availéd
(rorn the municipal corporation; a rvate within the ceiling of 33
and 1/3% of tﬁe property tax, will be qﬁquiated and settled
having regard to the relevant circumstahcés. In so far as
nroperties of Indian Railways mre concerned, it was stated that
as it owns properties in virtually evexry municipéy corporation in -
India and normally all its properties do not utilise the services
provided by municipal corporations, Railways propose to pay OH1Y

3 token service charge of 5% or such other rate as may be agreed

by mutual negotiations.

9. Learnedl counsel for the appellants submittéd” that the
appellant municipal corporations submitted that they were broadly
in agreement with what has been stated.and agreed by Union of
India in the said affidavit, The appellant-Municipal carporations
also confirmed and agreed :

(i) tnat they will not levy or demand any “property tax®” in
respect of the properties belonging to Union of India and used

for the purposgses of the governmenl;

(i1) that the demands will relate only to service charges fqr
direct services like supply of water and conservancy/sewerags
disposal services, and.other general services such as approach

roads with street lighting, drainage elc.;

{1i1) that they broadly agreed to the rates of service charges

agreed by Union of India; and
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(lvy  that if there is defaults or if negotiations with the
concgyn?q departments for in regard to service charges fail they
will npé take any coercive steps for recovery (like cutting off
-supp;;esl nor resort to revenue recovery proceedings, but will
take recourse to other remedies available to them in law for

recovery.

10. The avovellants however expressed regervationsa only in
regard to the stand of the Railways thal it will only pay nominal
service chaiges at 5% of the property tax. They point out that

i :
there can be no property of Rallways which can be termed as 100%

self sufficient in regard to servicg;T as . commnon indirect
services provided by the Municipul Corporation (1iké approach
roads with streetiiightiné etc.}. will be enjoyved by them. They
digo drew our attertion to the fact that Ministry oF -Railways
(Railway Board) had also issued a circular dateé: 24;7.1954,
similar to the circulars issued by the Governmentl'of India,
Ministry of Finance, providing for payment of paréj-of the
roperty tax, as services charges For- water, scavenging ete. The
Learned Solicitor’General hogavér_stupéd tht_shé was not sure

whether the said circular continues in force or.-was superseded Dy
’ -

srher circulars. Be ‘that as it may.

L]

5 I In view of the above, there is no need to consider the

sspeals on merits. We dispose ofappeals and pending applications

‘s 1ecording the following broad agreement between ‘the parties:
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(i)  The Union of India and its departments will pay service

charges fox the services provided by the appellant municipal

corporations. They will not pay any property. tax. The service

charges will be paid at 75%, 50% and 33 1/3% respectively of the

property tax levied on private oOwners, depending upon whether

G:Sl

tnion of iodia or its department is utilising the full servic

or  parkial services or nil services. The Union of India

represented Dby its concerned department will enter into
agreementa/underétahdings in regard to service charges for each

wf its properbties, with the respective municipal corporation.

{11} The above arrangement 1s open to modification - or
periodical revisons by mutuai ¢onsent. .In the event of
aisagreement on any issue, parties will resort to a dispute
resolution mechanism by reference to a three Member Mediation
Committee consisting of a representative of the Central
qovernment, a reprasentative of the concerned municipal
corporation and' a senior representative {preferably the Secretary
in charge of the department of municipal administration} of the

state of Gujarat.

tiit) If Railwayal or any other department of gnion ,of India
owning a ‘propeffy changes the agreement/understanding
nnilaterally, or fail td reach a settlement through the Mediation
Committee in ragard to any disputes, or faills to clear the dues,
it is open to the concerned Municipal Corporation to . initiate
such action, as it deems Eit in accordance with law by
approaching tﬁe jurisdicciondl courts/tribunal for final and

interim reliefs. |
. ]

{iv) The municipal corporations shall not resort to coercive
steps  (such as stoppage of supplies/services) nor resort Lo .
FeEvVenue recovery prdceedings‘for recovery of any service charge

mes from Union of India or its departments.
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(v} .The service charges payable by Union of India will undev
no circumstances be more than the service charges paid by slate-

government for its properties. Wherever exemptions or concessgions

4

are granted to the properties belonging to the state government, .

the same shall also apply to the properties of Union of India.

(vi) If the Railways does not to abide by the four general

circulars of the Union of Indla dated 10.5.1954, 29.3.1967;

28.5.1976 and 25.8.1986 and the general consensus set out above,
it is open to municipal corporation to take such action as is

permissible in law.

g4

oo--c---.anuta-ooio-J-

(R V Raveendran)

; 5

New Delhi; e
{K.S. Radhakrishnan)

November 19, 2709.



