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I)atc olPcrsonal Ilearing 16.10.202s

l)re scnt lirr tl're applicant Shri IIiren Pathak, Authoriscd Signatory

l\,l/s. Zydus Hospira Oncology Private Limited, Plot No. 3, I)hzu'mcz-Spccial

Iiconomic Zone, Sarkhej-Bawla I-Iighway, N.I'I.No. 84, Matoda, Sanand,

Ahmedabad, Gularat-382213 [for short -'applicant' I is rcgislcrcd undcr GS'l.and

thcir GS l-IN is 24 t\At\C22327 AIZX.

2. 'l-hc applicant has stated that they are a pharmaccutical cornpany and is

dcaling in various Oncology products. They have a lactory in l'hanna Spccial

Ilconomic Zone, whercin manul'acturing ol thc aforcsaid goods and othcr lunctions

lil<e linancc, human resources, laxation, inlbrmalion technology, ctc arc camicd out.

3. 'l'he applicant providcs cantecn facilitics to employccs and contractual

workers I'or which the applicant has contractcd with catcrcrs (hcrcinafter rcferred to

as the Canteen Service Provider-CSP) to opcratc cantccn within thc Applicant's

premiscs and a specificd percentage of the cost of thc rncals providcd is tlcdritted b11

thc applicant lrom their cmployees' salaries and liom the amount paid tolr.ocovered

ll'onr conlractor providing contractual workcrs on a monthly basis. )#
lrgc I o l'
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4 'I'he applicant has sought a ruling on the following questions: -

(1) Wether subsidized deduction made by the applicant from the

employees and workers towards canteen facility provided by the canteen

service provider at the canteen facilily would be considered as a 'supply'

by the applicant under the provisions of Section 7 of the CGST Act, 2017

and GGST lct, 2017.

(2) ln c'use unswer to above is yes,

c [,lhether GSZ ls payable on the amount recovered as deduction

from the salaries of employees to worker contractors or an open

market value?

5. 'l'hc applicant has explained the nature ofrecovery ofsubsidized value as

undcr: -
st.
No

Modc o1'

availing
lacility

lvpc []asis of
rccovcry

Ilook
'l rcatmcnt

l

ljull tinrc
cmplot ccs

(lonlractual

crnployccs

ll) calcl

)
card/coupon

On thc basis
of
consumption

On thc basis
of
consurnplion

Paymcnt
ol'GS'l on
outward
supply

Modc ol'
rccovcry

Subsidized
valuc
deductcd from
salary on
actual
consumption
and discloscd
undcr 1he

dcduction side
ofthe salary
pay slip

Deduction
is credited
to the
canteen
cxpense
account
whilc rhc
lull amount
ofthe
invoice
issued by
thc cantecn
servicc

l.rovide rs is
booked as

cxpense in
the
applicant's
Profit and
loss account

GS'l- is
paid on
open
markct
valuc ( i.c
1hc valuc
chargcd
by thc
cantecn
scrvicc
provider)

Subsidizcd
value
deduclcd lrom
payment to
contractor on
actual
consumption
or coupons are
givcn to work
contractors al
subsidized
valuc

Deduction
is crcdited
to the
canteen
expense
account
while the
full amount
olthc
invoice
issued by
thc cantccn
scrvice
providcr is
booked as
expense in
the
applicant's

GSf is

paid on
opcn
market
valuc ( i.c.
the value
charged
by the
canlecn
scrvicc
providu)

I'aqc 2 ol'20
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I)rofit and
loss account

Each employee and worker have been issued an ID card while joining the company

which can also be used to avail the canteen facility. 'l'hc contraclual labour no1

having acccss to cantcen via ID card arc issued a coupon, which can bc uscd 1o avail

canteen facility. l-he employees and workers are chargcd only for the days on which

they have consumed meal and an amount of pre-detcrmined pcrccntagc shall bc

deducted from the salary payable to the respective employee or amount payablc to

the contractor towards meai facilities taken by workers. For the workers who do not

have ID card, are given a coupon at subsidised rate. The applicant being an SIIZ unit,

the canteen service provider does not charge GS'l', considering thc sarnc as zcro-

rated supply to SEZ unit for authorised operations.

6. As pcr Section 46 ofthc |actorics Act,, 1948, in any spccificd I'actory whcrcin

more than 250 workers are ordinarily employed, a canteen shall be thc providcd and

maintained by the 'Occupier' for the use of the workers. As per Section 2(n) of thc

Iiactories Act,, 1948, the person who has ultimate control over the allairs of the

lactory is thc 'Occupicr'. Sincc the applicant has ultimatc control ovcr thc allairs of

the factory, they will be treated as the occupier and thercforc, is mandatcd to providc

and maintain a canteen for the use of its employees.

7. liurthcr, as per Section 2(l) of the Iractorics Act, 1948, 'worker' means a

person employed, dircctly or by or through any agcncy (inctuding a contraclor) with

or without the knowledge of thc principal cmployer, whether for rcrnuncration or'

not, in any manufacturing process, or in cleaning any parl of thc rnachincry or

premises used for a manulacturing process, or in any other kind ol work incidcntal

to, or connected with, the manufacturing process, or the subjcct of thc rnanulacturing

process but does not include any member of the armed forccs of thc lJnion.

8. 'I'he term employee has not been defined under GS'l'. 'l'hcrclbrc, a rclcrcncc

is drawn from thc llmployee Irund & Miscellaneous Provisions Act, 1952 (1.)Pl: Act).

Section 2(f) of IIPF Act defines employee as any person who is employed for wagcs

in any kind of work, manual or otherwise, in or in connection with thc work of an

establishment, and who gets his wages directly or indirectly from the crnploycr, and

includcs any pcrson-

I
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(i) cmptoycd by or through a contractor in or in connection with the work of

the cstablishmcnl;

(ii) engagcd as an apprentice, not being an apprentice engaged under thc

Apprcnticcs Act, 1961 (52 of 1961), or under the standing orders of the

cstablishmcnt;

On pcrusal of the above meaning of employee, the definition of employee under the

llPlr Act covcrs thc pcrsons appointed through contractor as well. The essential tcst

considcrcd to dctcrminc thc rclationship are (i) control of the employcr and

supervision (ii) servicing rules of the company bind on them (iii) bar from other

work (iv) rclationship of master and servant etc.

9. In thc casc of thc applicant, the contractual workcrs providcd arc undcr thc

lull control and supcrvision ol'the applicant though appointcd from third party

contraclor. '['hc work pcrlormed by the workers are essential and a usual course of

main busincss of thc applicant. 'l'hc workers are bound by the work policy of the

applicant. 'l'herefore, the applicant considers workers hired through contractor

should bc considcrcd at par with cmployees.

10. 'l'hc applicant is mandated to provide canteen facilities to its employees and

worl<crs at tlrc lactory as pcr thc I;actory Ac1 and thc factory prcmiscs is locatcd lar

arvay lr<trn local city limits and considering the timc and e lforl requircd for arranging

thc Ibod on daily basis, the applicant had decided to provide canteen facility to ils

crnployccs and workcrs at the factory by appointing a canteen service providcr

(CSP). Whilc thc food is providcd by thc CSP to all the employees and workers at

thc cantccn facility and considering that it is practically inconvenient to enter into a

contractual agreement with every cmployee and worker, the CSP has entered into an

agtccmcnt with thc applicant. It is agreed that the applicant shall contract and pay in

lull to thc selice provider for the food during a prescribed period on behalf of thc

cmployccs and workers and a prc-dctcrmined pcrccntagc of the amount paid by thc

applicant is rccovcrcd frorn thc cmployccs and workcrs (without any prolit) and thc

balancc amount borne by the applicant, is being treated as staff welfare expense

towards subsidized food served to employees and workers.

I I. 'l'hc rccovcry ol- thc ar.nount h'orn thc cmployccs and workcrs cannot bc

sr,rbjcctcd to GS I'as the samc cannot bc considcrcd as supply as per Scction 7 of thc

(l(iS'l' Act. 'l.o lcvv tax on any activity, thc activity is required to qualily as a

I'agc .l o1 20
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'Supply' in the first place. The term 'supply' includes all forms of supply and

includes agreeing to supply when the supply is for consideration and is in the coursc

or furlherance of business. Ihe following criteria play a crucial rolc to dctcrminc thc

GST implication on provision of such a facility: -

. There shall be a legal intention ofboth the parties to thc contract to

supply and receive the goods or seruiccs or both. 'l'hc abscncc of

such intcntion would no1 amount to supply within thc rncaning ol'

CGS'l'Act.

o It should be quid pro-quo viz., the supply transaction rcquircs

something in return, which the person supplying will obtain, which

may bc monetary terms/ in any other form cxcept in cascs of

dccming provisions as specified in Schcdule I, and

r 'fhe supply shall be effected by a person in thc coursc or lirrlhcrancc

oI business.

12. -l'hc provisions o['cantccn lacility to the cmployccs and workcrs is duc to

rnandatory statutory obligation and to savc timc and cflbrts of approx. 5(r0 nurrbcr

of employees and workers at the premises. The applicant is mcrcly providing

demarcated space for canteen facility as mandated under the provisions of' thc

Factories Act to its employees and its workers. The supply is lrorn thc cantccn

Scrvicc providcr to thc cmployccs and workers and not from thc Cantccn Scrvicc

Providers to the applicant as the food gets consumed only by thc cmployccs and

workers. Though the supplier is the canteen servicc provider and thc invoicc is raiscd

on the applicant, thc ultimatc recipient of such canteen lacility is thc crnploycc and

workcrs.

l'agc 5 ol'20

13. 'l'hc applicant has rclicd upon the judgemcnt of Gujarat AAnlf in lhc mattcr

of Amneal Pharmaceuticals Pvt Ltd. {'lS-369-AAAR(Guj)-2021-GSl'} whcrcin it

was ruled that no GS'l'is to be levied on the third-party canteen charges collcctcd by

employcr lrorn cmployec. 1'hc applicant has also relied upon thc.judgrncnt ol'this

Authority in the casc of 7-ydus Lifesciences Ltd (Advancc ILuling No.

GUJ/GAAR/R/2022142) as well as Zentiva Private Ltd 12024 (6) 'l'MI 2241 which

has hcld that GST at the hands of thc applicant is not leviablc on thc arnount

rcpresenting thc cmployccs portion ol cantccn charges, which is collcctcd by thc

applicant and paid to the CSP. 'l'he applicant has also relied upon thc judgcmcnt in

thc case of R.J.Tolsama Vs lnspecteur der Omzetbelasting Leeuwarden, whcrc it
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was hcld that thc supply ol'scrvicc clfcctcd lbr considcration within thc mcaning ol'

that provision docs not includc an activity consisting in playing music on the public

highway lor rvhich no remuneration is stipulated, even if musician solicits moncy

ancl rcccivcs sum whosc amount is howcvcr neilhcr quantified nor quantiliablc.
'l'hr.rs, thcrc rnust bc a legal intcntion to cntcr in a contractual relationship with its

rccipicnt, which casts roles and responsibility on each of the contractual party in

orclcr to I'all undcr the ambit of supply.

15. 'l'hc applicant also submits that the supply should bc cffected in thc coursc ol'

Iurthcrancc o1'busincss undcr thc CGS'l'Act. It is cvidcntly clear from thc dcllnition

ol'busincss lhat thc activity undcr cvaluation does not fall within the detlnition ol'

busincss. As pcr Sr. No. (a) of Section 2(17) of the CGSI'Act,'business' includcs

any tradc, con'lmcrcc, manufacturc, profession, vocation, adventure and wagcr or

any othcr sinrilar activity. Ihe applicant has rcproduced the definitions ol'rradc,

commcrcc, manufacture, profession, vocation, adventure and wager from lllack's

law dictionary and submitted that thc activity of providing canteen servicc docs not

lall undcr any olthesc terms. Itcliance has also bcen placed on the case of Cinemax

lndia Ltd. Vs UOI wherein the tcnn 'lurtherancc olbusiness' has been mcntioncd as

an act ol' lurthcring, hclping Ibrward business, promotion of business, advanccmcnl

ol'br.rsincss or progress of busincss. Irurthcr, reliance was also placed on thc

Allahabad I Iigh Court judgement of Indian Institute of Technologt Vs State of Uttar

Pradesh to submit that canteen facility cannot be treated as an ancillary to thc

busincss activity.

16. 'l'hc applicant further submits lhat as per Schedule-Ill of the CGS'I' Act,

scrvicc by an cmployce to thc cmploycr in thc course of or in relation to his

cnrploymcnt shall be treated as ncithcr supply of goods nor supply of scivicc.

Ijurthcr, CIIIC Circular No. 17210412022-GS1' dtd. 06.07.2022 also piovidcs that

Pagc 6 ol'20

14. 'l'hc applicant submits that therc is no supply by him in the form ol' thc

provision ol cantcen facility to its cmployccs and workers. Ihe applicant lurthcr

subnrits that a supply must involvc cnforceable rcciprocal obligations. lf somcthing

has bccn uscd, but thcrc was no agrcemcnt for its supply between the relevant partics,

any paymcnt subsequently received by the aggrieved party is not considcration lor

supply. I:urthcr, thcre is no reciprocity of any activity or transaction i.c. quid-pro-

quo.
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any perquisite provided by the employer to its employcc in tcrms of contractual

agreement entered into between them are in lieu of thc scrviccs providcd by thc

employee to the employer in relation to is employmcnt. 'l'hc cantccn lacility at thc

factory is being undertaken on account of the legal obligation castcd upon the

applicant for its employees only, and hence must be considercd as a part of

employment arrangement. The applicant has also rclicd upon thc lilllowing rulings

of thc Advancc authorities to submit that in view ol thc provisions o1'Schedulc-lll

of the CGST Act, GST was not applicable on the nominal amounts recovered by thc

applicant.

c Tctta Motors Ltd-GST AltA-23/2019-20/ll-46 dtd. 25.08.2020

o Tata Power Company l.imited -No. GSl',-lltA -99/2019-20/R-92

. Posco India Pune Processing Centre (P) Ltd, - GST-,41U-36/2018-

l9/B-l l0 dtd. 07.09.2018

o RE: Jotun India Pvt l.td [2019(10) fMI482.l

17 . Personal hearing was granted on 19.08.2025 whcrcin Shri I lircn I)athak,

authorised reprcsentalivc appeared on behallofthc applicant and rcitcratcd thc lacts

& grounds as stated in the application. I Ic also rclied upon thc judgcrncnt olSuprcmc

Court in thc casc ol MMll Khan Vs UOI-1990 AIIL 937 to subrnit that thc workcrs

are to be considered as employces ol thc finn. An additional submission dtd.

29.10.2025 was also emailed by the applicant, whcrein, thcy havc submittcd that as

per thc judgement of the Supreme Court in thc casc ol MMll Khan, conlracLual

workcrs cngaged through third party agcncics, but working undcr thc control and

supervision of the principal employer, are to be trcated as cmployccs lor all statutory

and legal purposes, including compliance with wcll-arc lcgislations such as thc

Factories Act. Further, thc contractual workcrs operatc undcr thc dircct supcrvision,

control and within thc premiscs of thc Applicant and their work is intcgral to thc

Applicant's manufacturing operations. 'l'hc applicant was rcclucstcd to submit a copy

of the agrccment entercd into between thcm and thc contractor wl.ro has supplicd thc

contractual workers. 'Ihe Applicant vide cmail dtd. 04. I 1.2025 subrnittcd a copy of'

the agreement dtd. 10.06.201 5, renewed upto 3 I .05.2026, cntercd into by thcm with

M/s Disha Entcrprise.

l)auc 7 ol 2()
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IU. At thc outsct, wc would like to state that the provisions of both thc CGS'I'

Act and thc GGS'I' Act arc thc same, except for certain provisions. Thereforc, unlcss

a rncntion is spccilically made to such dissimilar provisions, a reference to the CGS'I.

Act would also mcan a rclcrcncc to the same provisions under the GGS'I' Act.

19. Wc havc considcrcd the submissions made by the applicant in thcir

application lirl advancc ruling as well as the submissions made both oral and writtcn

during thc course olpcrsonal hcaring. We have also considered the issue involved,

thc rclcvant I'acts & the applicant's submissior/interpretation of law in respect ol
qucstion on which thc advance ruling is sought.

20. Wc Ilnd that we arc faced with two issues: -

(i) whcthcr thc subsidizcd deduction made by the applicant I'rom thc

crrployccs, towards cantccn facility provided by the cantccn scrvicc

providcr at thc cantccn facility, would be considered as a'supply' by thc

applicant undcr thc provisions of Section 7 of the CGST Act, 2017 and

(i(iS'l' Act, 2017.

(ii) whcthcr thc subsidized deduction made by the applicant lrom thc

contractual workcrs, towards canteen facility provided by the cantccn

scrvicc provider at thc canteen facility, would be considered as a'supply'

by thc applicant under thc provisions of Section 7 of the CGS-I' Act, 201 7

and (i(iS'l' Act, 2017.

2l . Wc Ilnd that both the issues have already been decided by this Authority in

thc casc ol lle: 'l'roikaa Pharmaceuticals Ltd l(2023) 2 Centax 111 (AAIf.-GS'I'-

Guj) | and has bccn allirmcd by thc Appcllate Authority for Advance I{uling as wcll.

'l'his Authority had held that GS'l' is not leviable on the amount representing thc

cmployccs' portion ol canteen charges, which is collected by M/s Troikaa

Phannaccuticals Ltd and paid to the Canteen Service Provider in view ol lloard's

Circular No. 17210412022-GS'f d1d.06.07.2022. -lhe relevant para of thc ruling is

rcproduccd bclow: -

'17.2 lfa lind rhar ('l)l(' yida ('ircular No. 172/01/2022-GS7' dated 6-7-22 has issucd

.lbllou'ing c'lurificution on the issue v'hether GST is leviable on the beneJit proviled by the

c ll ol'2()

l)iscussion antl findings
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employer to its employees in terms of contraclual agreement enlered into between the

employer and the employee:

Clari.fication

l. Schedule lll to the CGST' lct provides thal "services by employee to the employer in the

course of or in relation to his employment" will not be considered as supply of goods or

services and hence GS?'is not applicable on services rendered by employee b employer

provided they are in the course ofor in relation to employment.

2. Any perquisites provided by the employer to its employees in terms of controctual

agreement entered into between lhe employer and the employee are in lieu of lhe services

provided by employee to the employer in relation to his employmenl. Il ./bllou,s therefrom

that perquisites provided by the employer to the employee in terms ofcontr(tclual agreement

entered into between lhe employer and the employee, will not be subjected to GST'when lhe

same are provided in lerms of lhe conlracl betvteen the employer and employee.

17.3 We are not inclined to accord these activities provided by Ll/s l'roikuu to its cntpktyees

to be an activily made in the course or furtherance of business to deem il a Supply by M/s

l'roikaa lo ils employees in view of the above clorification and there./bt'e amount collecled

by Ws 1'roikaa from employees towarcls canteen charges in lerms oJ the conlraclual

ogreemenl in lieu of providing canleen service i.e. food is not liable lo GS'l'. "

22. I{owevcr, GS'l'is lcviable on the amount represcnting thc contlactual rvorkcr

poftion of canteen charges, which is collected by M/s'lroikaa Pharmaccuticals l,td.

and paid to the Canteen Service provider. Since, the facts in the applicant's casc as

well as that in the casc olM/s'l'roikaa Pharmaceuticals Ltd. are idcntical, wc would

lollow our ruling givcn in M/s'l'roikaa Pharmaccuticals Ltd. to thc applicant's casc

as wcll. A lecble atlempt has bccn made by the applicant to distinguish thc ruling

given in lroikaa Pharmaceuticats Ltd., on the applicability of GS'l' on thc amount

rcprcscnting the contractual worker porlion of cantecn charges, bascd on thc f'acts ol-

thc casc. l-lowcvcr, having gonc through the agrecmcnt madc by thc applicant with

thc service provider, who supplies the contractual workers, wc do not find any

significant differencc in the term of the agreement with that of thc agrccrrcnl cntcrcd

into by 'l'roikaa Pharmaceuticals Ltd. with their scrvicc providcr, which wc will

discuss in the subscqucnt paras.

23. 'l'hc rclevant paras of the ruling givcn in the casc of' M/s 'l'roikaa

Pharmaccuticals Ltd., on the applicability of GST on the amount rcprcscnting thc

contractual worker portion of cantecn charges, is reproduced bclow: -

l'a.ec 9 ol'20
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"Applicobility qf GS'I' on the qmount recovered by the l[/s Troikaa Pharmoceulicols

l.imilcd../i'om controctual y,orkers employed by independent contraclors: -

18. M/.: l'roikct t'ide letter datecl8-8-2022 has submitted that company hos also 223 e mployed

vorkers (approx.) on contractual basis and has submitted the sample copies of bill raisetl

h;,' the contractor along with details oJ the workers deputed by him. We Jind that 1-roikaa i.t

providing./bod at subsidized rate to their contractuol workers i.e.-50%o oJ the lotal amount

ti /itod is being borne by T'roikoa and residual 50%o amount is collected from Conlractual

vvorker. 'l'he contractuol workers are not employeas o/ the company but they are v,orkinq in

lhc company through a controct. 1'hese contractual workers do not .form part ol lhe

'ampktyee'as they are not on the payroll of the company. The term'controcl labour'under

Contract l.abour (Regulation and Abolition) tlct, 1970 ('CLRA) means a person who is

Itiral in or in connection y,ith the v,ork o./ an eslahlishment by or through o contruclor. lt is

i,ttl)orlalt to nolc lhul the word, 'hirc'. os used in the ,,lct, has a signiJicant connotulion on(l

it is not aquivalent to on employer-employee relationship. A person is deemed to hove been

employad as contract labour when he is hired in, or in connection with a particular work o/

thc principal employer. ll/here a person is 'hired' specifically for the u,ork of' an

estublishment, his scope oJ work does not extend beyond the work of that establishmenl and

he is considered lo be a contracl labour.

l8.l M/s l'roikoa is mandated lo provide conteen service to their employees since there are

more than 250 employees. Section 46 ofthe l,-actories Act, 1948 stipulates the workers who

are empkryed in the company's payroll and not coyered contoclual workers. Section 16 of
the l,'actories Act, 1948 is reproduced as under:

J6. Canteens. (1) 'l'he Slate (]overnment may make rules requiring lhat in an))

speci/ied factory wherein more than two hundred and frfry workers are ordinaril)/

employed, a canteen or canteens shall he provided and maintained by the occupier./br

the use of the workers. f
(2) Without prejudice to the generality ofthe foregoing power, such rules may provide

.[br

(a) the date by which such canteen shall be provided;

18.2 'l'he term 'worker' is deJined under section 2(l) of Factories Act 1948 which is

reprotluced as under:

"uorker" means a person employed, directly or by or through any agenclt (including a

contractor) with or without lhe knowledge of the principal employer, whether ./br

rcmunerotion or notl, in any manufacluring. process, or in cleaning any part ol the

machinery or premises used./br a mqnufocturing process, or in any other kind of work

incidental to, or connected with, lhe manufacturing process, or the subject of the

manufacturing process but tloes nol include any member of the ormedforces of the Unionl,'

18.3 l'he conlroctuol worker in the factory are .fbr carrying out the octivity which arg,eitbr:

clircclly or indirectly related to munulacturing actit,ity. 7'he contractual worker in.lhe inslonl

t[
I'ur,le I0 ol 2l)
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case, is under scope of dejinilion of "Worker" stipulated under section 2(l ) to be read with

Section 46 ofthe Factories Act, 1948.

18.4'l'he term'employed' is not deJined under the GST, therefore, we reJbr to lhe dictionary

meaning.'l'he l.ow l-exicon says thal lhe word 'employed' means engaged or occupied in thc

performance ofwork or hired to perform labour. Security Firm/ Contractor pays the salary

lo the conlraclual worker i.e. Security personal. These conlraclual workers ere supplied by

the contraclor to M/s l'roika.for carrying out activity in the premises.

18.5 CBIC in Circular No. 172/04/2022-GS7'dated 6-7-22 has clarified. rhar perquisire:l

provided by the employer lo lhe empktyee in terms of contractual agreemenl entered into

betvteen the employer and the employee, will not be subjected to GS]'v,hen the same ure

provided in lerms of the contract between the employer and employee. In the presenl case

conlraclual agreement is between contractor ernd security personal being employer and

employee respectively. l'he test for establishing an employer-employee relationship as laicl

down by lhe Apex Courl in Balwant Rai Saluja v. tlir India Ltd. l20lll 9 S('(' 107 is,

complele adminislrative conlrol, which is decided by several ./actors, including, among

others-

who appoinls the workers;

tv ho pays I he s a la ry/r e nune ral ion :

u'ho has the authority lo di.rmiss:

who can lake disciplinary action;

whelher lhere is conlinuily oJ service: and

extent of control and supemision i.e. whether lhere exists complele control and

supervision-

18.6 M/s l'roika has submitted the sample copy of Rill issued by labour contractor namely

Ws Clean India Services and Ws Utility Labour Suppliers. Sample copl'of llill No.

426/KI.L/202 I -22 dated 6-6-22, issued by l,I/s Clean India Services is reproduced us under:

18.7 Wc hove observed./iom the ahove mentioned hill lhot lt[r's 'li'oikuu hus ltuid gnt:.s

dmount Jbr the month to lhe labour contraclor for supply of'laborers ut .[itctory ltrcmise.s.

'l'he gross amounl includes allowances, leave encashment and Provident l.'und.l'his shows

thdt M/s I'roilcaa paid gross amounl to the labour contaclor and labour c'ontractor hcing

employer paid the wages per monlh to the workers being employecs and also dctluct

Providenl l;und. M/s'l'roikaa has entered into agreemenl with Contraclor b pro de the

worker i.e. Securily Personol in lieu of some consideration. M/s T'roikta paid agt'eed amounl

lo the conlraclor and contractor pays the solory/u,ages lo lhe Securily l'ersonncl. 'l'hcre/brc,

il is evidenl lhal the instant case does not pass the lest o/' employer-employcc relalionshilt

and i.; thereJbre doe.t not./itll under the ambit oJ entry I ofSchedule III o./ CGS'I'lct. . .

19. ll'e /ind tllul lh('trr t.'otrlvurd suppl.t'. hus heen le/inad in \.c(t ott )/.\-l) ol tl.ic,t (,.\l

-.lcl. )017. us halotr'.

I):rirc I I ol 2{l
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"'Outu'ord Supply' in relotion to a tax(tble person, means supply ofgoods or servicet- or both,

wltatlter b1'sule, transfer, barter, exchange, license, renlal, lease or disposal or any other

mode. mudc or agreed to be made by such person in lhe course or furtherance ofbusiness".

20.'l'he term "business" is defined in section 2(17) of the CGST Act, which reods like this:

"business" includes:

(a) any trsde, commerce, manufaclure, profession, vocation, adventure, wager or

any other similar qctivily, whether or nol it is for a pecuniary benefit;

(h) n). octivity or lransaction in connection wilh or incidents or ancillary lo suh-

clause (a).

l.'rom the plane reading of the deJinition of "business", it can be safely concluded that the

supply of.food by the applicant to its contractual worker would definitely come under clousc

(b) ol saction 2(17) as o tronsaction incidental or ancillary to the main business. ls the

contractuel u,orker are working.for the company to run the business activity of l4/s 'l'roikau.

21. Schedule Il to the CGST'Act, 2017 describe the activities to be treated as supply of gootls

or 
''uppl)' 

of services. As per clause 6 of the Schedule, the following composite supply is

tleclaretl as supply ofservice:

":;upply, by way ofor as part of any service or in any other manner whatsoever, of good"-.

hcing.lixnl or un! other article ./br human utnsumption or any drink (other than ulcoholit

liquor./ir ltunan consumption). where such supply or service is-for cash, delbrred payment

or other valuable consideraiion."

22. l')vcn though. there is no proJit as claimed by the applicant on the supply ofJbotl to itt-

contructuul worker, there is a "supply", as provided in section 7(1)(a) of the CGST' lct.
201 7. I'he applicant would definitely come under the definition of "Supplier" as provide in

sub-section (105) of section 2 of the CGST Act, 2017.

23. 'l'he rerm 'consideration' is delined in section 2(31) of the CGST t1ct, 2017, which is

extracled hclou,:

'considerotion' in relation to the supply of gootls or seryices or both includes, -

(u) ny pqymenl made or to bc made, whethcr in money or otherwisc, in rc.spect oJ. in

rcspo,lse to, or./br the inducement oJ, the supply of goods or seryices or both, whether

by the recipient or by any other person but shall not include any subsidy given by the

Centrol Government or d Stale Governmenl.

(h) the monetary value of ony acl or.forbearance, in respect of, in response n, or.fbr

'lhe inducement oJ, the supply ofgoods or services or both, t4)hether by the recipient or

by any other person but shall not include any subsidy given by the Cental Governmenl

or a State Government:

Itrovided that a deposit gitten in respect ofthe supply ofgoods or services or-both shall

nol bc considered as paymenl made.[or such supply unless the supplier opplles such

deposit as consideration.fbr lhe said supply.

l'agc l2 ol'2(l



l3

24. 'l'he authority in thc case of lul/s Troikaa Pharmctceuticttls Ltd., hcld that thcrc

wasn't cmployer - employee relationship reason behind that was allowance, leavc

cncashment and providcnt fund was not paid by M/s Troikaa to conlractual workcr

directly rather it was paid by the contractor. Here in thc prcsenl casc, wc llnd that as

pcr para. 3(b) as well as Schedule- II of the agreement, thc gross bill raiscd by thc

contractor covcrs the Wages, llSI, PF, Bonus, Leave Salary as wcll as thc scrvicc

chargc of the contractor. -fhis scrvice chargc of thc contractor is 9o% of thc llill
arnount. 'l'hcrelbrc, thcrc is no dil'{'crcncc in thc manncr of billing in thc casc ol'M/s
'l-roikaa Pharmaceuticals Ltd. vis-d-vis the applicant. We find that thc othcr tcnns

of the agreement also do not convey any impression thal there cxists an crnploycc-

cmployer relationship between the applicant and the contractual rvorkcrs. 'l'hc

rclcvant paras olthe agrcemcnt, which we feel convcys the relationship bctwccn thc

applicant and thc contractual worker, is highlighted and rcproduccd bclow:

A) C O NT RACT P Ii RSO NN E L-S E LECTIO N & O P E R-4 TIO N

a) Seleclion ofContracl personnel v,ill be made sub.ject to approval ol the ('onytuny. 'l'ha

Conlraclor shLtll suhmil a lisl ticonlract person,tel giving the detoils of'their runtcs, prascnl

untl pernranenl adtlra.s.r, domicile, dote ol birth, agc, quolificcrlion ulong u,ith thair

teslinutniuls shov'ing lhcir utldress prool, hirth prool. elc. tt,ithin onc vL,ak fi'ttn the dotr ol

commencemefi ol this conlracl and lhe Contraclor also agrees lo updale lhc sunrc rcgulurll'

.fitr any chonge in personnel.'l'he Controclor opTees lhat it shall not engage any pcrsonnel

hut,ing criminal backgrourul or adverse police record.

h) The Company will deal with Conlruclor only and will give instructio,rs to hint Onl! ond

nol lhe personnel entployed by lhe Conlraclor. The Contpany has no conteru and will

have nolhing lo tkt ryith the conditions of employment of lhe workers, *or*ingt-tra'iifre

( onlroclor.

|1.:r- L:. ol lti

Since the applicant recovers the cost of .food from its contractual worker, there is

'consideration". as delined in Section 2(3 1) ofthe CGS'I' tlct, 2017.

24. 7'o sum up, in the case at hand, the applicant futs established cantecn .fbcilities as

mandaled under section 46 ofthe F actories Act, 1948 and supplies food at a subsidized cost

through third-party-vendor. The supply offood by the applicant is'Supply ofservice' by the

applicant to their contractual workzr/s. The cost, which is recovered./iom the salary o/

controctuol worker, as deferred paymenl is 'consideralion' .for the supply and GSl' is liahlc

to be paid.

25. ln view of lhe above, we hold lhal recovery of amount .from contrqctual worker on

account of third-party canteen services provided by M/s 'l'roikaa v,ould come undcr lhc

de./inition o/' 'outward supply' as defined in Secrion 2(83) of the CGST' tcr. 2017 and

therefore, liqble lo lax as a supply under GS'l'. "
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i) The Company will not have, whether direclly or indirectly, any control,, supervision or

lhe nunncr of the dischorge, dismissal or retrenchment or reemployment of the workers

engaged / emplol,ed by the Contraclor.

j) The monpower provided by lhe Conlraclor will nol be considered os employees of the

Company and they will be solely employees of the Contractor and will not be enti ed tu)

un.1' hcnclits enjoyed hy lhe employees of the Company.

k) 'l ha ('ontruL'tor shall issua itlentitl,curds o/ its./irm to all perxnnel, supervi,sor or og(t1t.\

n,ho .rhttll be entering and staying on in the said premises of the Company and ensure that

all il:s per,sonnel, supervisor or ogenl caruy identity cord while in the premise:- of'tht
('ontltan.y'.'l'he (-ompany shall allov,entry of only lhose personnel, supentisor or agenl of

lha ('ontruclor y'ho are carrying the said identity cords.

l) ('ompon)t sholl at its cost arrange to provide lhe uniJbrm ofsuch color, design, ond puficrn

us nur hc dacided by the monagement ofthe Compony. T'he contact personnal shall comc

to utlcnd dulics only in uniJbrm providecl by the Company. They shall be neat and tidv oncl

should hc ublc to pert'brm their duties b the sotisfdction to the authority of the (.lompany.

m) 'l'he age of controct personnel shall be more lhan l8 years and less than 15 yeu.s vith

cduttttion of ninimum X poss antl above, cun rcad und u,rite linglish and Guiarali onLl shdl

huvc ninintum experience os stipulated by lhe Compony.

n) 'l he ('onlructor or his v,orkers u,ill be alkruecl to work at the premises o/'the Compuny

onl1, ./br the discharge of their obligations hereunder and will have no right ol'unrestricted

e nlr.\'lo ut1r, a ao olher lhan defined und de.signoled area allocated to them.fbr the v'ork und

ut'c to ranruin upon lhe premise of such designated areo and y,ill have to vocote the prcmiscs

ufie r cttmltlalion ol u,orking hours or at any lime al tlle instance of the Company.

o) The Company will nol, in ony manner be responsible for any acts, omission or

commissiott of lhe workers engoged hy lhe Controctor find no direct or indirect claim in

lhis respect sholl lie against the Company. Ilowever, in the event of any such claim heing

mnde againsl lhe Company hy any of the Contr ctor's worker or his heirs, successors ot

ussignees which the Compony is required or ohliged to tlischarge, the Controctor herchy

indcntnift,und keep lhe Company indemniJiecl agoinsl all the expenses, loss, cost incurred

lo ht incurred hy the Company in thal regard.

p)'l'hc ('onlractors appointmenl herain is rutn-exclusive and nothing in this Agreement sholl

bc conslrucd as to prevent the Company./iom enlering into similar agreements u ith otlter

purlr'(ia.\) ol ils sole discretion and choice.

q) 'l lrc ('ontractors agt'ees to ensurc that all manpou,er employed or provided hy him shall

at all-time obe), the instructions and orders given hy lhe authorily ofthe Company and./itllou,

ull tha Lli:;ciplinary rules, regulations, measures ofthe Company.

11 No ('ot ruct lrcrsonnel y,ill be v,ithdrau,n or reJtlaced withoul obtaining prior permission

of lhe uuthoritic.s o;f the Compuny und the position / work rolctlion oJ lhe contruct pcrxtnne I

will be donc only upon prior consultation wilh authorities of the Company.

s) 'l hc ('ontroctor shall render lhe services with all due care, discipline and dilige4ge und

shall not in unl'way impair the .fixtures,.fittings and olher items in the premiselor any ol'the

propcrlier'of'the Company. l,'
)agc l{ ol'20
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6. CONTRACTOR'S O BLIGATION

a) (-the Contractor./-ails to carry out lhe terms ol the contruct os rcquired hy tha ('ompuny,

Company shall be.free b gel lhe u,ork done through another Contructor and the ('onlractor

shall be liable to muke good the loss and cost .su//ered untl likcl.t'to ht:uf/artd h.r,tlta

(.'ompuny.

b) The Company will nol be responsible in any manner for lhe stoff providetl by the

Contraclor. For the purpose of lhis Agreemenl / Conlrocl, llte Conlrflclor will be deemed

lo be on independenl agency and in case, lhe Company is requiretl lo n eel on! liabilil)t irt

respecl of the slaff provided by lhe Conlraclor, tlte Conlraclor shall indemndl' and keep

lhe Company indemniJied againsl any such liability, loss or damages. In cnse ,ty of lhe

staff of the Cot lroclor suffer any injuries in the course of emplolnrenl, lhe Contructor

olone shall be liahle b pay compensolio,t lhereof,

c)'l'he Contructor will mainlain u registcr of lhc .\tul/ us nuS,hc prc.rcriltcd h.r'the ('otnpuny.

'l'his should L'onlain./itll detuils <s/ deployme nt und incidcnls rccorde tl during tha duy. 'l'lti.s

.;lnuld be available to lhe Contpuny or its o/[icer's daily.lir inspaction und c'lt,:ck. ,1ll tlta

slalf provided by lhe Conlractor v,ill v'ork in close co<trdiru ion und liuison. ltt t'ttsc of un.l

incident involving loss or damage to lhe properly o/ the Company the sante shull./inhwirh

be reporled to Mdnagement.

d) 7'he Contructor u'ill make gootl lo the Compu,ty, uny dumage, loss,.finc parutlt.t. pLtymcnt.

expenses including ex;tenses.fbr lagol proceadings inarrrcd or ntadr: h.t ('ontpurt.1,on utt'orutt

qfthe Contractor's.failure or lupses in compliancc v'ith the ubovc-mentioned luv.s u'./in'unv

other reasons and the Company sholl be enlilled lo deduct suc'h amounl puluble to thc

('ontroctor.

a) The Contraclor ttill he responsible for an.t' criminol ct cotlrnritled by its pcrsonnel

deputed to the Compony and lhe Conlrflctor shall he res'ponsihle lor expenses und

conlesling any criminal proceeding inslituled againsl personnel of lhe Cotrtraclor.

fl In case ofany accidenl occurring during the performance of lhe services causing injury

and/or ony parlial or permonenl disablenenl lo an)) persofinel engogctl Jitr performonce

of services by the Contractor, it shall be lhe respousihilities of the Contratktr lo heor ond

make good all ntedicol expenses and compensatiott in respecl of the sume.

7. COMPI,IANCIiWIT'IILEGISI-ATIoN

a) The Contractor will he liohlefitr due ohservution tnd implemenlutiott rl ull the stolulor))

ohligutiotts under kthour legislaliort orttl olhu enoctnte,,ts, wholsocvcr s upplit,ohle to tltc

Controclor tnd lhe worknten entployed h), hittt.

h) T'he Conlraclor will gel himsef regislered trdct' ('o trucl I-uhour (Aholition und

Regulation Act) 1970 or any othet legislation as is applicthle und hus to receive lhe

License ond Regislrotion No. and will get the sume amende us tttd tyhtn required. Thc

Cortlroctor shall corry oul oll ohligotions orisittg un er the pntvisions 1,./: lhe ('o truct

I-abour (Regulotion und Abolition) Ad 1970 on report to thc Companl,,lhc cotttplioncc

frum lime to lime os requiretl by lhe Conrpany.

l'agc 15 ol 2ti
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c) The Contraclor shall he liohle to pa!, tages, bonus, P.F., ESI and caty out olher

stalulory lithilities in respecl ofconlracl lahour engoged b)t tlte Controctor. This paymenl

shull fu uf.faded in lhc presence of employer's represent ive and sltall suh tit coryt ol
tlocttttrctrls in support thereof to tha designoted ofJicer of the Compony.

d) T'he Controctor will provide for tlteir ob,n staff and will he liahle to pay salury, wages

unl emolumu s (As per minimum wages Act), I'rovident lrund, ESIC conlribution,s and

olher lues in respect of their stoff.

e) The Contractor x,ill comply witlt all tlrc rules, regulation and provisions of the

following Acts dnd Rules mtde tltere under and shnll ohtain necessary Licanse,

regislr iott tnrl Jile documenls ond return as required and the Conlractor will also exlend

beneJits iJ applicahle, under the helow mentioned Labour legislation Act to their personnel

working in llrc presence of the agreement.

The Acts referred ahove ore:

o l'o)'nrcut ol Woges ,4cl

c lVlinimum wages Act

. Ilmployees Providenl lrunds Act - 1952

. llnrplolees State Insurance Act - 1948

o llorknten's Contpensalion lcl - 1923

t Contrutt Lnhour (Regulation & Abolition) Act - 1970

o tlll otlter lah)s regulotion by which Conlraclor and/or the Company is or may he

sahjected from lhe time to time,

.f) 7'lre Contractor hereby agrees to comply with dll the statutory provisions of Labour l.uws

applicable .front lime to time in Gtjarat.

S INDEMNITY

a) 'l'he Conlruclor ogrees to indemnify the Company.from on! liflhility arising from the

labour legislalion if there is any responsihility casl by statutor! outhority or any coart on

the ()tnrytnlt on accounl oflhefoilure on the part of lhe Contractor.

b) On tottclusion of lhe conlroct or in case o.f'pre mature lermination, the Contractor shall

./brthwith rclurtt oll instrun'tenls elc. as may have been provided lo him by the Company

c) The Contractor hereby indemniJies and keep the Company indemnified, at all lhe time,

whelher rluring the te ure of conlruct or tltree )tears ofter conclusion or terminotion of

th( Contracl, ugaittsl uny ktss, danruges, expenses, cost, wltether directly or indirectly,

which is relnled or ultributed or cuused hy any cl of omission, commissiott, negligence,

frtud, misfeasonce, act of indiscipline, either on tlte pdrl of tlte Conlractor or n!'

personnel deputed or engaged hy lhe Contractor and lhot the Compony.

[Emphasis supplicd]
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25. As per the above terms of the agreement, we find that the complctc

responsibility of the contractual workers solely rests with the contractor. 'Ihis wc

have arrived on the basis of the following clauses of the agreement: -

(a) T'he applicant deals only wilh the Contractor and give inslructions lo him only ctnd nol

lo the contractual worker.

(b) I'he applicant does not have, whether directly or indirectly, any control, supervision or

the monner of the discharge, dismissal or relrenchment or reemploymenl of the workers

engaged / employed by the Controctor.

(c) The manpower provided by the Contractor will not be considered as employees o{ the

applicant and they will be solely employees ofthe Contractor and will not be entilled to any

beneJits enjoyed by the employees of the applicant.

(d) 1'he applicant will nol, in any manner be responsible ./br any acls, omission or

commission of the workers engaged by the Contractor and no direcl or indirecl claim in this

respec! shall lie against the applicant.

(e) 'l'he applicant will not be responsible in any manner for lhe stalJ provided by the

Controclor. For the purpose oJ'the Agreement / Controcl, lhe Contraclor u,ill be deemed to

be an independenl agency and in case, the applicanl is requirecl lo meet any liability in

respect of the staffprovided by lhe Controctor, the Conlraclor shall indemnify ond keep the

opplicant indemnified against any such liability, loss or damages.

(fl T'he Contraclor will be responsible for any criminal dcl committed by its personnel

deputed to the applicant and the Contractor shall be responsible for expenses and contesling

any criminal proceeding instituted against personnel of the Conlraclor.

(g) In case of any accident occuruing during the performance oflhe services causing injury

and/or any partial or permanent disablement to any personnel engaged.[or perJbrmance of

services by the Contractor, it shall be the responsibilities ofthe Contractor to beor and make

good all medical expenses and compensation in respect of the same.

(h) 'l'he Contractor will be liable./br due observation and implementation ol oll the statutorll

obligations under labour legislation and other enaclmenls, whalytever as applicable b the

Contractor and the worhnen employed by him

(i) The Contractor will get himseA registered under Controct Labour (lbolition and

Regulation Ac) 1970 or any other legislation as is applicable and has b receive the l.icense

and Registration No. and will gel the some amended us and when required.

(j) T'he Controctor sholl be liable to pay wages, bonus, P.F., l,)SI ond carry oul other

statulory liabilities in respect ofconlract labour engaged by the Contrachr.

(k) '|'he Contractor will provide.[or their own staff and u,ill be liubla to pay sctlory, v]aqcs

and emoluments (As per minimum 'wages Act), Provident l;und, ESIC contributions and

olher dues in respect of their staff.

0) the Contractor will also extend benelits if applicable, uncler lhe helov, various Labour

t

'Y

legislation Acts to lheir personnel vorking in the prescncc ol tltc ugrcenrcnt
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(m) 'l he (;onlructot' ugrees to indemni/y the opplicant from any liability arising.fiom tha

lctbour legislalion if lhere is any responsibility cast by statutory duthority or any court on

lhe applicant on account of the foilure on the part of the Contactor

'l'hcrclbrc, wc arc unablc to acccpt the applicant's contention that there exists an

cmploycc-cmploycr rclationship with thc contractual workers.

26. 'l'hc applicant has also rclicd upon the judgement of the Supreme court in thc

casc ol MMI? Khan & Othrs Vs UOI-\990 AII{ 937 to buttress their argumcnr that

contractual workcrs cngagcd through third-party agencies and availing cantccn

lacilitics undcr thc applicant's supervision and control must be regarded as

cmployccs for all statutory and legal purpose. We have already seen that as per thc

agrccment, thc applicant would deal only with the contractor and give instructions

to him only and not to thc contractual worker. Thus, it appcars that the supervision

and conlrol ovcr thc workers is ofthe contractor and not thc applicant. Irurthcr, thc

lacts and circumstances in MMR Khan case are entirely different as the Supreme

Court was dcaling with thc workcrs cmployed in Itailway canteens. We find that thc

lirllowing aspccts lcd the Supreme Court to hold that the contractual workcrs

cmploycd in cantccns arc rcgardcd as cmployces of the Railways.

(a) As pcr thc Itailway Establishmcnt Mernual, although thc I{ailway Administration

nray cmploy anyonc such as a Stafl Commillcc or a Co-opcrativc Society lor thc

managcmcnl of thc cantecns, thc lcgal rcsponsibility for the proper managcmcnl rcsls

not rvith such agcncy but solcly with thc Railway Administration. If thc managcmcnt

tl1'lhc cantccn is handcd over to a consumcr cooperative socicty thc byc-laws of such

socicty havc lo bc amcndcd suitably to providc for an ovcrall control by the Railway

Adminislration.

(b)'l'hc Administrative Instructions on I)cpartmental cantccns in tcrms stalc that cvon

thosc cantccns which arc not govcmcd by the said Ac1 havc to bc undcr a complctc

admirristrativc control ol' thc conccrncd l)cpartment and thc rccruilmcnt, scrvicc

conditions and thc disciplinary procccdings to bc taken against the cmployces havc to

bc takcn according to thc rulcs madc in that bchalf by thc said Dcpartment.

(c) l hc ltailway Iloard by its circular datcd Junc 8, 1981 had communicatcd that it

was dccidcd to trcat the cmployccs ol all statutory cantecns, as railway scrvants

irrespcctivc of thc typc and managcmcnt of the canteens, and to cxtcnd to thcm thc

condilions of scrvicc and cmolumcnls of thc railway scrvants as cxisted on Oclobcr

21, 1980, w.c.l 22nd Octobcr 1980.

(d) 1'hc (iovcrnmcnt has a complclc control over thc cantccns and thc workcrs

cmploycd thcrcin are holdcrs of civil posts within thc mcaning olArticlc 3l I of thc

Constitution. 'l'hcir rccruitmcnl and scrvicc conditions arc govcrncd by thc rulcs

Pagc l8 ol'20
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applicablc 10 thc cmployccs ofthc Govcrnmcnl l)opt1. /Ollloc/l:slabIishnrcnt to which

thc canlecns arc attachcd.

'fherefore, what appealed to the Supreme Court was that the Governmcnt had total

control over the canteens and the recruitment and service conditions of thc workers

arc govemed by the rules applicable to Govemment employees. In thc casc of thc

applicant, the terms of the agreement specifically stipulate that the applicant will not

have, whether directly or indirectly, any control, supcrvision or thc manncr of thc

discharge, dismissal or retrenchment or reemploymcnt of thc workcrs cngagcd /

cmployed by the Contractor.

27. As rcgards the rest of thc contentions that thc rccovcry of thc amount would

not qualify as supply under Section 7 of the CGST Act, the samc has alrcady bccn

dealt with by this Authority in Re: Troikaa Pharmaceuticals Ltd. 'l'hc applicant has

also submitted that the supply should be cffected in thc coursc of furthcrancc of

busincss and the activity under evaluation does not lall within thc definition of

business. Further, the applicant has submitted that as per the Allahabad IIigh Courl

judgemenl of Indian Institute of Technology Vs State of Uttar l)radesh, cantcen

lacility cannot bc treated as an ancillary to the busincss activily. Wc find that thc

Ilombay IIigh Court in the case of CCl\ Nagpur Vs Ultratech Cement Ltd- l2\l0
(260) I1l-T 369(Bom)l while dealing with the crcdit o1'scrvicc tax paid on outdoor

catering sclice in canteen for employees had held that such outdoor catcring

service,, rvhich are provided as mandated under the Iractories Act, 1948 havc ncxus

or integral connection with the manufacture of final product. 'fhcrclorc, supply ol

canteen services is effected in the course of furlhcrancc ol busincss as it has an

integral connection with the manufacture offinal product by the applicant.

28. 'l'hc other rulings of thc various Advancc Ruling Authoritics rclicd upon by

thc applicant are with rcspecl to the applicability of GS'l' on subsidizcd deduction

made by the applicants from their employees, which wc have alrcady hcld to bc not

leviable.

29. Wc norv con.rc to thc ncxl clucstion rcgarding whcther thc GS'l'is payablc or,

thc att.tot-tt-t1 deductcd lirrn thc wrlrl<crs or on thc opcu rrarl<ct valr.rc i.c thc valuir

chargcd by thc cantccr-r scrvicc providcr'. Wc Ilnd thal this authoritl, l-ras alrcacly hclcl

in lle: 'l'roikaa 
P harnt aceutic'a ls Ltd. that thc (lS'l' is lcviablc on tht: arnounr

ira.itc l9 ol l(i



20

rcprcscnting the contractual worker portion of canteen charges, which is collected

by M/s 'l'roikaa l)hannaceuticals l-td and paid to the canteen service providcr.

30. In view of the foregoing, we rule as under: -

RULING

Ques l: - Whether subsidized deduction made by the applicantfront

the employees and workers towards canteen facility provided by the

canteen service provider at the canteen facility would be considered as a

'supply' by the applicant under the provisions of Section 7 of the CGST

Act, 2017 and GGST lct, 2017.

Ans l: -
(i) Subsidized deduction made by the applicant from the employees

towards canteen facility provided by the canteen service provider at lhe

canteen Jitcilily would not be considered as a 'supply' by the appliccrnt

under the provisions of Section 7 of the CGST Act, 2017 and GGST'lct.

2017.

(ii) Subsidized deduction made by the applicanl from the workers towards

canleen -fLtcility provided by the canleen service provider at the canteen

Jacility would be considered as a 'supply' by lhe applicant under the

provisions oJ'Section 7 of the CGST Act, 2017 and GGST Act, 2017.

Ques 2: - ln case answer lo above is yes,

. Whelher GSf ,s payable on lhe amount recoyered as deduclbn

from the salaries of employees to worker contractors or an open

market value?

lns 2: - GST is payable on the amount recovered as deduction.froru lhe

paymenl to worker's contractor.

\

(Su ma
Mcmbcr ( s't')

I)lacc: AI'rrncdabad
[)atc: lq .11.2025 ffi

(Vishal Malani)
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