GUJARAT AUTHORITY FOR ADVANCE RULING

GOODS AND SERVICES TAX PhRTIN
V5, RAIYA KAR BHAVAN, ASHRAM ROAD, Tl MARKET

AHMEDABAD - 380 009,

ADVANCE RULING NO. GUNGAAR/R/Z025/49
(IN APPLICATION NO. Advance Ruling/SGST&CGST/2025/AR/ 8)

- _ o Date: 19/11/2025
Name and address of the | ; | M/s. Zydus Hospira Oncology  Private

applicant Limited.

Plot No. 3, Pharmez-Special Leconomic Zone,
Sarkhej-Bawla  Highway, NILNo. 8A,
Matoda, Sanand, Ahmedabad,

Gujarat- 382213

'GSTIN of the upplir;'ant | MAAACT2I2TALZX
| . , |
Jurisdiction Office | Center Commissionerate- Ahmedabad North
Division — IV, Changodar
. Rangc: -V
' Date of application ;| 08.05.2025
Clause{s) of Section 97(2) | 1 | (c), (&)

ol QGSTHGGST  Act,
2017, under which the
Cquestion(s) raised, _
| Date of Personal Heanng |: | 16.10.20235

Present for the applicant | : | Shri Hiren Pathak, Authorised Signatory

Briel Facts:

AM/s. Avdus Hospira Oncology Private Limited, Plot Mo, 3, Pharmez-Special
conomic Zone, Sarkhej-Bawla Highway, N.H.No. 8A, Matoda, Sanand,
Ahmedabad, Gujarat-382213 [for short — “applicant™] is registered under GS'1 and
their GSTIN is 24 AAACKA232TALZX.

2, I'he applicant has stated that they are a pharmaceutical company and is
dealing in various Oncology products, They have a factory in Pharma Special
Eeonomic Zone, wherein manufacturing of the aforesaid goods and other functions
like linance, human resources, laxation, information technology, ete are carried out,
3. Ihe applicant provides canteen facilities to employees and contractual
waorkers for which the applicant has contracted with caterers (hereinafier referred Lo
as the Canteen Service Provider-CSP) to operate canteen within the Applicant’s
premises and a specified percentage of the cost ol the meals provided is ;t,_.-_du,é;_'t_:.d by
the applicant from their employees® salaries and from the amount paid 1@/recovered
from contractor providing contractual workers on a monthly hasis,
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The applicant has sought a ruling on the following questions: -

Whether subsidized deduetion made by the applicant from the

emplovees 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 Acr, 201 7.

(2} In cave answer to above is ves,

market vafue?

Whether GST is pavable on the amount recavered ax deduction

from the salaries of employees 1o worker confraciors or an open

The applicant has explained the nature of recovery of subsidized value as
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Each emplovee and worker have been issued an 113 card while joining the company
which can also be used to avail the canteen facihity. The contractual labour not
having aceess to canteen via 112 card are issued a coupon, which can be used to avail
canteen facility. The employees and workers are charged only for the days on which
they have consumed meal and an amount of pre-determined percentage shall be
deducted trom the salary pavable to the respective employee or amount payable to
the contractor towards meal facilities taken by workers, For the workers who do not
have [D card, are given a coupon at subsidised rate. The applicant bemng an SEZ unit,
the canteen service provider does not charge GS'1, considening the same as zero-

rated supply to SEZ unit for authorised operations,

i, As per Section 46 of the Factories Act, 1948, in any specilied [actory wherein
more than 250 workers are ordinarily employed, a canteen shall be the provided and
mamtained by the *Occupier’ for the use of the workers. As per Section 2{n} of the
Factories Act, 1948, the person who has ultimate control over the affairs of the
factory is the ‘Occupier’. Since the applicant has ultimate control over the affairs of
the factory, they will be treated as the occupier and therefore, is mandated o provide

and maintain a canteen for the use of its emplovees.

7 Further, as per Section 2(1) of the Factories Act, 1948, ‘worker’ means a
person emploved, directly or by or through any agency (including a contractor) with
or without the knowledge of the principal employer, whether [or remuneration or
not, in any manufacturing process, or in cleaning any part of the machinery or
premises used for a manufacturing process, or in any other kind of work incidental
to, or connected with, the manufacturing process, or the subject of the manulacturing

process but does not include any member of the armed forces of the Union.

5. The term emplovee has not been defined under GST. Therefore, a reference
i5 drawn from the Employee Fund & Miscellancous Provisions Act, 1952 (EPF Act).
Section 2(1) of EPF Act defines employee as any person who is employed for wages
in any kind of work, manual or otherwise, in or in connection with the work ol an
establishment, and who gets his wages directly or indirectly from the employer, and

includes any person
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(1} emploved by or through a contractor in or in connection with the work of
the establishment;
(11) engaged as an apprentice, nol being an apprentice engaged under the
Apprentices Act, 1961 (532 of 1961), or under the standing orders of Lhe
establishment;
Un perusal of the above meaning of emplovee, the definition of employee under the
P At covers the persons appointed through contractor as well. The essential test
considered to determine the relationship are (i) control of the employer and
supervision (1) servicing rules of the company bind on them (iii) bar from other

work (iv) relationship of master and servant etc,

9. In the case of the applicant, the contractual workers provided are under the
full contrel and supervision of the applicant though appointed from third party
contractor. The work performed by the workers are essential and a usual course of
main business of the applicant. The workers are bound by the work policy ol the
applicant. Therefore, the applicant considers workers hired through contractor

should be considered at par with employees.

0. The applicant 1s mandated to provide canteen facilities to its employees and
workers at the factory as per the Factory Act and the factory premises is located lar
away Irom local ity limits and considering the time and effort required for arranging
the food on daily basis, the applicant had decided o provide canteen facility to its
employees and workers at the faclory by appointing g canteen service provider
(CSP), While the food is provided by the CSP to all the employees and workers at
the cameen facility and considering that it is practically inconvenient to enter into a
contractual agreement with every emplovee and worker, the CSP has entered into an
agreement with the applicant. 11 is agreed that the applicant shall contract and pay in
full 1o the service provider for the food during a prescribed period on behalfl of the
employees and workers and a pre-determined percentage of the amount paid by the
applicant 15 recovered [tom the employvees and workers (without any profit) and the
balance amount bome by the applicant, 15 being treated as stafl welfare expense

towards subsidized [ood served to emplovees and workers.

11.  The recovery of the amount from the employees and workers cannot be
subjected to GST as the same cannot be considered as supply as per Seetion 7 afthe
CGST Act. To levy tax on any activity, the activity is r:qulrec'_lﬁd qualify as .'a!
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“Supply’ in the first place. The term “supply” includes all forms ol supply and
includes agrecing to supply when the supply is for consideration and is in the course
or furtherance of business. The following critenia play a crucial role 10 determine the
GST implication on provision of such a facility: -
¢ There shall be a legal intention of both the parties to the contract to
supply and receive the goods or services or both, The absence of
such intention would not amount to supply within the meaning of
CGST Act
o [t should be quid pro-quo viz., the supply transaction reguires
something in return, which the person supplying will obtain, which
may be monetary terms/ in any other torm except in cases of
decming provisions as specified in Schedule 1, and
o The supply shall be effected by a person in the course or furtherance

of business.

12, The provisions of canteen facility to the employees and workers is due to
mandatory statutory obligation and to save time and eftorts of approx. 560 number
of emplovees and workers at the premises, The applicant is merely providing
demarcated space lor canteen facility as mandated under the provisions of the
Factortes Act to its emplovees and its workers. The supply is from the canteen
Service provider to the employees and workers and not from the Canteen Serviee
Providers 1o the applicant as the food gets consumed only by the employees and
workers. Though the supplier is the canteen service provider and the invoice 15 raised
on the applicant, the ultimate recipient of such canteen facility is the employee and

workers.

13.  The applicant has relied upon the judgement of Gujarat AAAR in the matter
of Amneal Pharmacewticals Pvr Lid. {TS-369-AAAR(Guj)-2021-GS'T) wherein it
was ruled that no GGST 15 to be levied on the third-party canteen charpes collecled by
employver from employee: The applicant has also relied upon the judgment of this
Authority in the case of Zydus Lifesciences Ltd (Advance Ruling No.
GUIGAARM/2022/42) as well as Zenriva Private Lid [2024 (6) TMI 224] which
has held that GST at the hands of the applicant is not leviable on the amount
representing the employees portion of canteen charges, which is collected by the
applicant and paid to the CSP. The applicant has also relied upon the judgement in

the case of K.J Tolsama Vs Inspeciewr der Omzetbelasting Leewwarden . where 1t
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was held that the supply of service ellected for consideration within the meaning of
that provision does not include an activity consisting in playing music on the public
highway for which no remuneration is stipulated, even if musician solicits money
and receives sum whose amount is however neither quantified nor quantifiable.
I'hus, there must be a lepal imention to enter in a contractual relationship with its
recipient, which casts roles and responsibility on each of the contractual party in

order to fall under the ambit of supply.

14, The applicant submits that there is no supply by him in the form of the
provision of canteen facility to its employees and workers. The applicant further
submits that a supply must involve enforceable reciprocal obligations. Il something
hias been used, but there was no agreement for its supply between the relevant parties,
any payment subsequently received by the aggrieved party is not consideration for
supply. Turther, there is no reciprocity of any activity or transaction Le. quid-pro-

LLi.

15, The applicant also submits that the supply should be effected in the course of
lurtherance of business under the CGST Act. It is evidently clear from the definition
ol husiness that the activity under evaluation does not fall within the delinition of
business. As per Sr. No. (a) of Section 2(17) of the CGST Act, ‘business’ includes
any lrade, commerce, manufacture, profession, vocation, adventure and wager or
any other similar activity. The applicant has reproduced the definitions ol trade,
commerce, manufacture, profession, voeation, adventure and wager from Black's
law dictionary and submitied that the acuvity of providing camteen service does not
tall under any of these terms. Reliance has also been placed on the case of Cinemax
Indic Led. Vs O wherein the term *lurtherance of business' has been mentioned as
an act of furthering, helping forward business, promotion of business, advancement
ol business or progress of business. Further, reliance was also placed on the
Allahabad igh Court judgement of frdian Institute of Technology Vs State of Ultiar
Pradesh 10 submit that canteen facility cannot be treated as an ancillary to the

husiness activity.

16.  The applicant further submits that as per Schedule-111 of the CGST Act,
service by an emplovee to the emplover in the course of or in relation 1o his
employment shall be treated as neither supply of goods nor supply of service.
I"'urther, CBIC Circular No. 172/04/2022-G87T did. 06.07.2022 also provides that
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any perquisite provided by the emplover to its employee in terms of contractual
agreement entered into between them are in heu of the services provided by the
employee to the employer in relation to 15 employment. The canteen lacility at the
factory 1s being undertaken on account of the legal obhigation casted upon the
applicant for its employees only, and hence must be considered as a part of
employment arrangement. The applicant has also relied upon the following rulings
ol the Advance authorities to submit that in view of the provisions of Schedule-111
of the CGST Act, GST was not applicable on the nominal amounts recovered by the
applicant.

o Tata Motors Lid-CGST ARA-23/2019-201'8-46 did 25,08 2021

o Tata Power Company Limited -No. GST-ARA 99 2010-2(0/8-92

o Posco India Pune Processing Centre (P) Lid, - GST-ARA-36/20] 8-

TO/B-1 i) dtd. G709 20118
o RE: Jotun India Pvt Lid (2009¢10) TMI 482

7. Personal hearing was granted on 19.08.2025 wherein Shri Hiren Pathak,
authorised representative appeared on behalf of the applicant and reiterated the facts
& grounds as stated in the application. He also relied upon the judgement of Supreme
Court in the case of MMR Khan Vi UOE-1990 ALR 937 10 submit that the workers
are 10 be considered as employees of the firm. An additional submission dud.
29.10.2025 was also emailed by the applicant, wherein, they have submitted that as
per the judgement of the Supreme Court in the case of MMR Khon, comraciual
workers engaged through third party agencies, but working under the control and
supervision ol the principal employer, are 1o be treated as employees lor all statutory
and legal purposes. including compliance with welfare legislations such as the
FFactories Act. Further, the contractual workers operate under the direct supervision,
control and within the premises of the Applicant and their work 15 integral o the
Applicant’s manufacturing operations. The applicant was requested to submil a copy
ol the agreement entered into between them and the contractor whao has supplied the
contractual workers. The Applicant vide email did. 04.11.2025 submitted a copy of
the agreement dtd. 10.06.2015, renewed upto 31.05.2026, entered into by them with
M/s Disha Enterprise,
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Discussion and findings

18 At the outset, we would like to state that the provisions of both the CGS'|T
Act and the GGST Act are the same, except for certain provisions. Therefore, unless
a mention 15 specilically made to such dissimilar provisions, a reference to the CGST

Act would also mean a relerence to the same provisions under the GGST Act.

19 We have considered the submissions made by the applicant in their
application lor advance ruling as well as the submissions made both oral and written
during the course of personal hearing, We have also considered the issue involved,
the relevant facts & the applicant's submission/interpretation of law in respect of

gquestion on which the advance ruling 15 sought.

), We hind that we are faced with two issues; -

(i) whether the subsidized deduction made by the applicant from the
employees, towards canteen facility provided by the canteen service
provider at the canteen [acility, would be considered as a “supply® by the
applicant under the provisions of Section 7 of the CGST Act, 2017 and
GOST Act, 2017,

(11) whether the subsidized deduction made by the applicant from the
contractual workers, towards canteen facility provided by the canteen
service provider at the canteen facility, would be considered as a *supply’
by the apphcant under the provisions of Section 7 of the CGST Act, 2017
and CGOST Act, 2017,

21, We find that both the issues have already been decided by this Authority in
the case of Re: Troikaa Pharmaceuticals Led [(2023) 2 Centax 111 (AAR-GST-
Guj)| and has been aftirmed by the Appellate Authority for Advance Ruling as well,
This Authority had held that GST is not leviable on the amount representing the
employees’ portion of canteen charges, which is collected by M/s Troikaa
Pharmaceuticals Lid and paid to the Canteen Service Provider in view of Board's
Circular No, 172/042022-G5T did. 06.07.2022. The relevant para of the ruling is
reproduced below: -

“I17.2 We find that CBIC vide Circidar No, 17204 2022-G8T doted 6-7-22 hay ixgped

fallowing clarification on the issue whether GST v leviable on the bemefir ‘m'u:'ﬁm.‘..;:l_p rhr,.'
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emplover to ity cmplovees i lerms of comractuad agreement emtered into between the

emplover and the emplovee:

Clarificalion

f Schedwle [ o the CGST Aot provides that “services by employvee to the employer in the
conrse of or i relafion fo his emplovment™ will not be considered ax suppdy af soods or
services amd hence GST is nat applicable on services rendered by emplovee 1o emplover
pravided they are fn the course of or in relaiion to emplayment,

2 Any perquisites provided by the emplover to iy employvees in fermy of contractaal
agreement enfered into hetween the emplover amd the employvee are in liew of the services
pravided by employvee to the employver in relatfon to fis complovment. It follows terefrom
thar pevguisites provigded by the employer fo the emploves in termy of contraciual aereement
entered info between the emplover and the emplovee, will mot be subjected to (ST when the

sotme e provided in terms af the confract between the emplover and empilavee

F7.3 We are mot inglined fo aecord theve acrivities provigded by Mx Troikaa To fev empiinees
te b am activity made in the course or Jurtherance of buxiness 1o deem it o Supply iy Moy
Frodkaa to fis emplovees in view af the above clarification and terefore amawnt collected
by My Troikaa from empiovees fowards cantéen charges in ferms of the contractual

agreement tn licw of providing canteen service Le. food s not Hable (o (G817

22.  However, GST is leviable on the amount representing the contractual worker

Ad.

portion of canteen charges, which is collected by M/s Troitkaa Pharmaceuticals

and paid to the Canteen Service provider. Since, the facts in the applicant’s case as

well as that in the case of M/s Troikaa Pharmaceuticals 1.1d. are identical. we would
fellow our ruling given 1n M/s Trotkaa Pharmaceuticals Lid. 10 the applicant’s casc
as well, A feeble attempt has been made by the applicamt to distinguish the ruling
given in Troikaa Pharmaceuticals Lid.. on the applicability of GST on the amount
representing the contractual worker portion of canteen charges, based on the facts of
the case. However, having gone through the agreement made by the applicant with
the service provider, who supplies the contractual workers, we do not find any

significant difference in the term of the agreement with that of the agreement emered

into by Troikaa Pharmaceuticals Lid. with their service provider, which we wil

discuss in the subsequent paras,
23.  The relevant paras of the ruling given in the case of M/s Troikaa

Pharmaceuticals Lid., on the applicability of GST on the amount representing the

contractual worker portion of canteen charges, is reproduced below: -
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“dApplicahility of GST on the amount recovered by the M Troikao Phormaceuticals

Luweited. from contractual workers emploved by independent contractars: -

T8 Ms Trotka vide lewrer dated 8-8-2022 has submitted that company has alse 223 emploved
warkers fapprex ) on confractval basts and hay submitted the sample copies of hill raised
b e coniractor alomg with detatls of the workers deputed by him. We find that Trotkan ix
praviding food at subsfdized rate to thelr contractugl workery e -50% of the total ameinst
of joad is being barne by Troikaa and residual 30% amouni is collected from Contracii!
wacker The contraetual workers are net emplayees of the compeany but they are working (n
i compuny through o caniract. These contractwal workers do not form part of the
‘wmplovec ax they are nof on the payrall of the company, The term ‘contract fabaur” under
Contract Lahour (Regularion and Abalition) Acr, 1970 ("CLRAY) means a person who i
hired inor B conngction with the work of an extablisiment by or through a comiracior. It is
daproavtand Ter nede Tl ihe word, uire’ s used fn the Act, has a significant conmotalion amd
it ix not equeivedent to an employer-employee relatfonship. A person is deemed to have been
emploved ax contract labowr when he i fired in, or in commection with a particulur work of
the principel emplover. Where o person iy Chired" specifically for the work of an
extahdivimient, his scope of work dees mor extend bevand the work of that extablishment and

he i canxidered to he a contrael fabaur,

IR0 As raikaa i mandated fo provide canteen service 1o their employees since there ore
maore i 230 emplovees. Section 36 of the Factories Act, 1948 stipulates the workers who
are complaved in the company's pavroll and mor covered contracinal workers. Section 46 of
the Factoriey Act, 1948 is reproduced ax uder:
i Cameens. (1) The Sute Government may make rules regediring that in am
specified foctory wheretn more than two hundred and fifty workers are ordinarcily
empiioved, a canteen or canteens shall he provided and maintained by the occupicr for
e wse of the workers |
(2 Wihow prefudice to the generality of the foregoing power, such rides may provide
feer
fer) fhve date by vwhich such canteen shall be provided,
IR2 The term ‘worker' i defined under section 2(1) of Facrovies Act 1948 which is
reproduced os wnder,
“worker" means a person emploved. divectly or by or through any agency (including o
contractor) with or withouwt the kowledge of the principal emplaoyer. whether  for
remupncralion or nolf fnoany eemufocioring process, or i cleaming anmy part of the
machinery or premises used for o mamgfociuring process, or inoany other kinmd of work
icigental o, or commected wiln, the momufocivring  procexys, or the subfecr of the
mamufacturing process but does min include any member of the armed forces of the Lnion |
18.3 The conrraciug! worker in the facrory are for carrving out the activity which are-either
eireetly or tndirecily related to manifacturing aetivity, The contraciual worker f;ﬁﬁ.: drstani
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case, is wnder scope of definition of "Worker" stipulated wnder section 201 10 be vead with
Section 46 of the Factories Ael, 1948,
I8.4 The term ‘emploved’ is not defined wnder the GST, therefore, we refer 1o the dictionary
meaming. The Law Lexicon save that the word emploved” means engaged or oceupied in the
pertormance of work or hired to perform labowr, Secwrity Firm Contractor pays the salary
o the contractual worker e Security personal. These contractual workers are supplied by
e contractor fo M Troika for carvving oul delivity in te premises,
I8.5 CBIC in Circwlar No. §72002022-G8Y dated 6-7-22 hay clarified, tha pergisites
jrovided by the emplover to the emplovee in fermy of confrachual agreement entered into
herween the emplover and the emplovee, will not e subrected 1o GNT whea the same are
preovided in ferms of the contracr between the emplover and canplovee In the present coase
conpfractual agreement s between comtractor and security persomal being employer and
emplavee respectively, The test for establishing an emplover-cmployee relatfonship ay laid
dewn by the Apex Cowrt in Balwarni Rai Salyje v Aie India Lid [2004] 9 8CC 407 s,
cemete administrative contrel, which iv decided by several factors, moluding, among
ofhers-

Il-'.ltri'.' l:.I'II'JII'?I'Jn'-J'.I'I.‘i' flrlt" ll'i'.lr.‘:fl".ﬁ'..'

who pavy the selarmyremineration;

wilter o e coethordly o dismiss;

wite can fake disciplinary action;

wihtether there £ comtinuily of service, amd

extent of contred and supervision L. whether there exists complete contral and

AUPErviNicn
I8.6 M'x Troika has submitted the sample copy af Bill isswed by labour contracior namely
Mis Clean India Services amd MG Urility Labowr Suppliers. Sample copy of #ill No
F20REL2021-22 dated 6-6-22. fxxued by Mix Clean Indta Servicey ix reproddiced ax uneder

8.7 We have ohserved jrom the above mentioned bili thar Mes Troikan has poiid gross
cmeeriaredd foe the meanth to the laboewr comtractor for supply of leborers ail factory peemises

The gross amown includes allowances, leave encashment and Provident Fund Thiv shows
thae MY Freoikaa paid gross amonnt (o the labour coniractor and labour contracior being
emplover paid the wages per month to the workers belng emplovees and olso deduct
Pronddeat Fand Mes Troikad has entered into agreement with Contractor to provide the
warker i, Security Personal in lien of some consideration. Mis Troikaa paid aureed amouni
o the contractor and comtracior pavs the salarvowages to the Security Personnel. Therefore.
it fs evident that the insiant case does mot pass the lest of emploner-cmplovee relationship

arted w8 therefore dovy naf fall wnder the ambit of eatey T of Schedule $0af COST Act

19, We find that the term. “outward supply” bas been defined in section 26830 of the (OGS

Aer, 200 7o Bedow:
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“Chnpwarad Supply” fn relation to g tavable persan, means suppdy of goods or services or botl,
whettier by sale, tramsfer, barter, exchange, license, rental, lease or disposal vr uny other

maele, made or agreed to be made by such person in the course or furtherance of business”

20, The teem "hustness” iy defined in section 2(171 of the CGST Act, which reads ke this

"heeiress™ melieles;

it any frade, comnrerce, manufacture, prafession, vocation, adveniure, wager or

any ather similar activity, whether or not it is for a pecuniary benefit;

i (v etivly o fransaction in connection with or incidents or aneillary 1o suh-

clause (o)

Frou the plune reading of the definition of "husiness™ it con be safely concluded that the
supply of food by the applicant to its contractiual worker would definitely come umder clanse
thi of section 2(17) as a transaction incidentald or ancillary to the main business. As the

comfravival worker are working for the campany to run the hustness aciivity of MYy Troikaa

20 Schedule 1o the CGST Aet, 2017 describe the aciivities to be treated as supply of poods
or suppdy of services. Ax per clause 8 of the Schedule, the following comprsite supply is
decliredd i supply of service:

“wuppv, by weay of or ax part of any service o in ary other manner whatsoever, of soody,
hetig food or any other article for kuman consumption or any drink fether than alcoholic
Hegueene far Buerren consumyiion), wheee such supply or service iv-for cash, deferred payment

o ather valeerhie conxideration, ™

22 Pven thongih there (s no prafit as clafmed by the applicant on the stpply of food fo fis
confraciua! worker, there is a “supply", as provided in section 7(1fa) of the CGST Aci,
2007 The applicant would definitely come under the definition of "Supplier™ oy provide in
sub-section (105} of secrion 2 of the CGST Aer, 2007
23, The term ‘conxideration’ ix defined in section 231 of the CGST Jdet, 2017, which is
extracted helow.
‘conviderarion” in relation fo Hhe supply of goods or services or both inclides, -
fard imry pevment meade or o be made. whether in money or otherwise, in respect of in
Fispairse T, o for the inducement of, the suppdy of goads or services or both, whetier
By the recipient ar by any other person bt sholl ot nclude any subsidy siven by the
Central Crovermment or a Stale Government,
fir) the monetary value of any act or forbearance, in respect of, in respomnse 1o, or fir
the incfricement of. tive suppdy of goods or services or both, whether by the vecipient ar
b aonny cthver person but shall not include any subsidy given by the Central Governmoeni
o a State Crovernment!
Proviged that a deposit given in respect of the suppdy of goods or serviges or-both shall
met b comyidered ax pavment made for such supply unless the supplier apgfies xuch

deposit gy considerarion for the seid suppdy.
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Since the applicant recovers the cost of food from iy comtrocinal worker, there s
‘ronvideration”, as defined fn Section 26310 of the UGS des. 200 7.

24, To sum up, in the case ar o, the applicant has established caontern facliities as
mendated wder xection 46 of the Factories Act, 1948 and supplies food at o suhsidized cost
firouph third-parny-vendor. The supply of food By the-applicanr is "Supplyv of Service” by 1w
appficant to their contractual worker's. The cost. wiich i recovered from the safary of
centractual viorker, as deferred payment i ‘convideration’ for the sapply and GST o lable
dir et peried

25, In view of the abave, we hold that recovery of amouwnt from confraciual worker on
aecount of third-party canieen services provided by Mis Troikag would come wnder the
definition of ‘outwerd supplyt as defimed e Section 2083) of the OGRT Ao, 2007 wnd

Hherefore, Hable to tax ax a .'ci.';.l]r.h'_r wrdor 81T

24, The authority in the case of M's Troikaa Pharmaceuticals Lid , held that there
wasn't emplover - employee relationship reason behind that was allowance, leave
encashment and provident fund was not paid by M/s Troikaa to contractual worker
directly rather it was paid by the contractor, Here in the present casc, we lind that as
per para. 3(b} as well as Schedule- 1 of the agreement, the gross bill raised by the
contractor covers the Wages, ESI, PF, Bonus, Leave Salary as well as the service
charge of the contractor. This service charge of the contractor is 9% of the Bill
amount, Therefore, there is no difference in the manner of billing in the case of M/s
Troikaa Pharmaceuticals Lid. vis-a-vis the applicant. We find that the other 1wrms
of the agreement also do not convey any impression that there exists an employee-
employer relationship between the applicant and the contractual workers, The
relevant paras of the agreement, which we feel conveys the relationship between the
applicant and the contractual worker, 15 highlighted and reproduced below:
A) CONTRACT PERSONNEL-SELECTION & OPERATION
ul Sedection of Contract personned will be made subject o approval of the Company. Tie
Contractor shall submit a list of coniract personnel giving the detadls of their names, presend
and permanemt address, domictle, dive of bieth, age. gualificaiion along with thetr
festimopialy showing thefr address proag, birth prodar, eie widhine one week feonn the date of
commencement of this contract and the Contractor also agrees fo update the same regulariy
fiar amy change i personnel. The Contractor gerees that (f shall notl envage any personned
having crimingl background or adverse police record
By The Company will deal with Conteactor only and will give instructions to fvim Only and
nat the personnel emploved by the Contractor, The Company has wo concern amd will

have nothing to do with the conditions of employment of the workers, nq:rlu'-jﬁ Jﬁr; Ty

i fre T,
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1 The Company will not have, whether directly or indirectly, any comtrel, supervision or
the manner aof the discharge, dismissal or retrenchment or reemployment of the workers
ettgwged S employved by the Contractor,
M The manpewer provided by the Contracior will not be considered as emplayees of the
Company and they will be solely employees of the Coniractor and will not be entided 1o
anty Denefity enpoved by the emplayees of the Conmpanye,

K0 e Conpvactar studl issoe fdentiny cavds of s firm 1o all personnel. supervisor or agenty
wite st be entering and staving on in the said premisex of the Company and ensure that
el frs personnel, supervisor or ageal carey fdentity card while in the premises af ik
Company. The Compeny shall affow entey of only those personnel, supervisor or aseni of
the Comtractor wing are carrving the said identity eardy.

N Compenty shall arits cost arrange to provide the wniform of such color, dexign, and pattern
cex mary be decided fy the management of the Compeany. The comract personnel shall come
ten anttend duries anly in unlfors provided by the Company, They shall be neat and ridy and
shanddd be able v perform their duties to the sarisfaction to the autharity of the Company,
mi The age of contract personvel shall be maore Han |8 vears and less than 43 years with
celucertion of mingmum X pasy amd above, can read and weite Eaglish and Chforrati amd st
fuve miaimum experience ax siipafoted by the Company,

i) Vhe Conteactor ar his workees will be allowed o work at the premises of the Conpom
oy for the discharge of their obligations hereunder and will have no right of unrestricied
entry to any avea other than defined and designated area allocated to them for the work o
are e renein upor the premive of such designated avea and will have fo vacate the premives
affer completion of working iowrs or af amy time at the instémee of e Compam.

o) The Company will not, in any manner be responsible for any acts, omission or
commission of the workers engaged by the Contractor and ne divect or indivect claim in
iy respet shall e against the Company. However, in the event of any such elaim being
maile against the Company by any of the Coniractor's worker or his leirs, successors or
assignees which the Company is reguived or ehliged to discharge, the Contracior herehy
inidermnify andd keep the Company indempified against all the expenses, fovs, cost incurred
for he fncarred by the Company in that regard.

p Phe Contractors appolntment hereln is non-excluxive and nothing in this Agreement shall
B comyivied ax to prevent the Company from entering into similar agreements with oller
parryiies) el ity sorde discretion and choice

gt The Caniractary agrees o ensure thar all manpower emploved or provided by hine shll
att el -timre ahey the insiructions amd ovders given by the authority of the Compeany and folfow
all the disciplimary rufes, regilations, measures of the Compony.

vi N Coatreact persanned will be withdraws or replaced without obtaining prior peemiysion
aoif the aitherities of the Company and the posicion / wark ratarion af the conract personne!
will e dome only wpan prior convedtation witk authorities of the Company.,

i e i.’-'r.'.'n'ru:'!rrr sholl Fender the services with all dwe care eliscipling dr'ﬂ'.";;-‘_rrn.' arel
wfaald mod in aomy way imypaie the fixtures, fittings and other itemy in the premisesor any-of the
praperiies o e Company

* Buige 1407020
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6, CONTRACTOR'S OBLIGATION

a) ff the Contractor fails to carry ot the ferms of the contract as reguired by the Comipahy,
Compeny shall be free 1o pel the work done throwgh another Contractioon and the Contragtor
sl be fiahle 1o moke good the foss omd cost suffored wod Tikely wo be suffered by the
£ Erh e g

b The Company will not be responsible in any manner for the staff provided by e
Contractar. For the purpose of this Agreement / Conrract, the Contractor will be deemed
fie be an independent agency and in case, the Company is reguired te meet any Habilice in
respect of the staffl provided by the Comtracror, the Contractor shall indemmify and keep
the Company indemnified against any sach lability, losy or damages, In case any of the
staff of the Contructor suffer any injuries in the course af employmend, the Contraclor
afeme shall be fable fo pay compensation thereof.

o) The Contractor will maintain a vegister af the siaff oy men he presovited by the Company
Fhix showdd contain jull detaily of deplovment amd tnctdents recorded duving the day. This
showuld be avaifable 1o the Company or ity officer's daily for inspection amd check, A e
staff provided by che Comractor will work i close co-ordination and ligison. In case of
imcident imvalving loss or domage o the property of the Company the same shall fortineink
he reported fo Managemend,

dp The Conrractor will make good to the Compary. any damage, Toss, fine penali), prayment
cxpencex mclding expenses for legal proceedings incurred or made by Compame on decowns
of the Contractor's failuve or lapses tn complicnee with the above-meniioned laws or for am
other reasons amd the Company shafl be entitfed to deduct such amown pavable Te He
Cemtratcior

¢} The Contractor will be vesponsible for any criminal act committed by ity personiel
deputed to e Company and the Contractor shall be responsibfe for expenses ani
confesting any criminal proceeding inxtituted against personnel of the Contractor.
S In case of any accident occurring during the performance of the Services causing infuary
iallor any partial or permanent divaeblement fo any peesennel engaged for perfocmince
af services by the Contractor, it shall be the responsibilities of the Contractor o bear amid

miake good all medical expenyes and compensation in respect of the xame,

fe COMPLIANCE WITH LEGISLATION

i) The Contractor will be lighle for due observation and implementation of all the statutary
alligations under lnbour legislation and other enactments, whatsoever ax applicable to the
Contractor and the workmen employved by lim.

by The Contractor will per himself repistered wnder Comtract Labonr (Abolitien amd
Regulation Act) 1970 or any other legivlation ax is applicable and has o receive the
License and Registration No. and will get the same amended as and when requived. The
Contractor shall carry out all obligations arising ander the provisions of the Contraci
Labour (Regulation and Abolition) Act 1970 and report to the Company-the complinnee

Sroum fime fo fime ax requived by the Company.

Pape 15 0120
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¢} The Contractor shall be ffable to pay wages, bonus, P.F., ESI and carry out other
statutary labilities in respect of conteact labowr engaged by the Contractor. This payment
shall be affected in the presence of empleyer's represemtative and shall submit copy of
o iwmaenty in suppord thereef to the designated officer of the Company.

i) The Contractor will provide for their own staff and will be liable to pay salary, wopes
aird emelmients (As per mrinimam wages Act), Provident Fund, ESTC comiribations and
other duves in respect of thelr staff.

e} The Confractor will comply with afl the rwles, regelation and provisions of the
Sollowing Acts and Rules made there unider and shall obfain necessary  License,
regivtration and file documents and return ay reguired and the Contractor will alve extend
benefits if upplicable, under the befow mentioned Labowr legistation Act fo their personiel
warking iy e presence of e agreement,

Thee Acis referred above are:

= Pavenent of Wages Act

o Nlirimm wages Act

o Fmplovees Provident Frnds Aet - 1932

s Employees Stafe Invarance Act - 1948

»  Workmen's Compensation Act - f923

o Condrach Labewr (Regulation & Abolition) Act - 970

s Al other fows regulation by which Comtractor aendior the Company is or may be

sielrfected from the Bme fo e,

A Tive Comtreactor heveby agrees to comply with all the statwdory provisions of Labour Faws

appiicaie from tinre to e I Gafaral,

8 INDEMNITY

) The Comiractor agrees o indempify the Company from any Hability aricing from the
labour legistation if there is any responsihility cast by statutory awthority or any court on
the Company on acceant of the failure on the part of the Contractor,

L conclision af the condract or in case of pre malure lerminaiion, the Coniractor siall
forthwith return all instruments efe. ax may have been provided to him by the Compam

o) The Contractor hereby indemnifies and keep the Company indemnified, of olf the time,
whether during the tenuwre of contract ar three years after conclusion or termination of
the Confract, against any foss, daomages, expenses, cost, whether directly or inidirecily,
witicl iy redited or attribated or canved by any act of omission, commission, negfigence,
Srened, misfeasance, act of indiscipline, either on the part of the Contractor or any
personnel deputed or engaged by the Contractor and that the Company.

|Emphasis supplied|

Page 16 of 20



17

25.  As per the above terms of the agreement, we find that the complete
responsibility of the contractual workers solely rests with the contractor. This we

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

farp The applicant deals ondy with the Contractor and give instrictions fo fim ondy amd nol
o the comtractual worker
b The applicamt does naf have, whether directly or indivectly, any conlrod, supervision or
the manner of the discharse, dismizsal or vetrenchment or reemplevment of the workers
enpaeed | emploved by the Contractor,
fe) The manpower provided by the Comractor will not be considered as emplayees of the
applicant and they will be solvly emplavees of the Contractor and will noe be enrited o any
henctits enjoved by the employvees of the applicant,
fdl The applicamt will net, in oany mapner be respongsible Jor any aeis, omission or
commission af the workers engaged by the Comtractor amd no direct or tndivect clatm i His
respect shall lie against the applicaent.
fed The applicant will nat be responsible fn any manner for the staff provided by e
Comtractor, For the purpose of the Agreement / Canfract, the Contractor will be deemed to
e an independent agency amd in caxe, the appiicant iy required 1o meer any lahility in
respect of the stafl provided hy the Conteactor, the Comtracior shall indenmify and keep the
applicant indemnificd against any such lighility, losy or damages
i) The Comtracior will be rvesponsible for any crimingl act committed by ity personniel
depuited to the applicant and the Contractor shall be responsible for expenses and conlesting
any criming! proceeding institured apainst personnel of the Confractor
fes fn case of any accldem occurring during the performance of the services causirg injury
cied ‘or ey particd or permanent disatlement ta any persoanel engaged Jor performance o
services by the Comtractor, it shail be the responsibilities of the Comtractor fo bear and make
good all medical expenxes and compensation tn respect of the soame
i) The Comtractor will be lfable for duce abservation aad fmplementation of alf the sigiutary
ahligations umder fabonr fegislation and ofher enocimentys, whaisoever as applicable fo the
Contractor and e warkmen empioved by iim,
i) e Contractor will pet himself revistered umder Controct Labowr (Abolition and
Regilation Acs) 19760 or any other legiviation as is applicahle and has fo receive the License
and Resiviration No. amd will ged the xame amended ax amed when reguired
i the Contractor shall he lioble fo pay wages. bonus, P, BN and carry oul otier
stennitory flabilitles in respect of contract labour engoged by the Coniractor
(k) The Contracior will provide for their own staff aed will be liable ta poy soalory, wages
e emaluments (As per mintmum wages Act), Provident Fund, ESIC contributions and
other diuex in rexpect of their staff
i) the Contractor will also extend benefits of applicable, wnder the helow varions Labaur

fegislation Aces wo thelr personmel working (n the preseace of the agrecment,
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i The Contractor ageees io ndemnify the applicant from any liahility arising from the
fabaer legislation if there is any responsibility cast by siatutory authority or any cowrt on

He applicant on aocount of the faiture on the part of the Contractor

Therelore, we are unable to accept the applicant’s contention that there exists an

employec-employer relationship with the contractual workers,

26.  The applicant has also re

case of MMK Khan & Othrs Vs UO-1990 AR 937 to buttress their argument that

ied upon the judgement of the Supreme court in the

contractual workers engaged through third-party agencies and availing canteen
faciliies under the applicant’s supervision and control must be regarded as
employees for all statutory and legal purpose. We have already seen that as per the
agreement, the applicamt would deal only with the contractor and give instructions
1o him only and not 1o the contractual worker. Thus, it appears that the supervision
and control over the workers is ol the contractor and not the applicant. Further, the
facts and circumstances in MMR Khan case are entirely different as the Supreme
Court was deahing with the workers emploved in Railway canteens. We find that the
lollowing aspeets led the Supreme Court to hold that the contractual workers
cmployed in canteens are regarded as employees of the Railways.
() As per the Railway Establishment Manual, although the Railway Administration
may employ anyone sich as a Staff Committee or & Co-operative Socicty for the
management of the cantecns, the legal responsibility for the proper management rests
ot with such agency but solely with the Railway Administration. If the management
of the canteen is handed over to a consumer cooperative society the bye-faws of such
socicty have 1o be amended suntably to provide for an overall control by the Railway
Administration.
{h) The Administrative [nstructions on Departmenial cantéens in lerms state that even
those canteens which are not governed by the said Aet have 1o be under a complete
admmstraiive control ol the concerned Depariment and the recruitment, service
conditions and the disciplinary proceedings to be taken against the employees have 1o
be tuken aceording to the rules made n that behalf by the said Department.
fe) The Ranlway Board by its circular dated June &, 1981 had communicated that it
was deeided w0 treat the employees of all statutory canteens, as rutlway servanis
imespective of the type and management of the canteens, and to extend 10 them the
conditions of service and emoluments of the milway servants as existed on October
21, 1980, wel 22nd Octoher 1980
() The Government has a complete control over the canteens and the workers
emploved therein are holders of civil posts within the meaning of Article 311V of the

Constitution.  Thetr recruitment and serviee conditions are governed by thie rules
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applicable to the employees of the Government Depit, /O iee] Sstablishment o which

the canteens are attached
T'herefore, what appealed to the Supreme Court was that the Government had total
control over the canteens and the recruitment and service conditions of the workers
are governed by the rules applicable to Government employees. In the case of the
applicant, the terms of the agreement specifically stipulate that the applicant will not
have, whether directly or indirectly, any control, supervision or the manner of the
discharge, dismissal or retrenchment or reemployment of the workers engaged /

emploved by the Contractor.

27.  As regards the rest of the contentions that the recovery ol the amoum would
not qualify as supply under Section 7 of the CGST Act, the same has already been
dealt with by this Authority in Re: Troikaa Pharmaceuticals Lid. The applicant has
also submitted that the supply should be effected in the course ol furtherance of
business and the acuvity under evaluation does not [all wathin the delimition of
business. Further, the applicant has submitted that as per the Allahabad High Court
judgement of Indian Instinute of Technology Vi Stave of Uttar Pradesh, canleen
facility cannot be treatéd as an ancillary 1o the business activity, We find that the
HBombay High Court in the case of CCE, Nagpur Vs Ultratech Cemeni Lid- |2010
(260) ELT 369{Bom}| while dealing with the credit of service tax paid on outdoor
catering service in canteen for employees had held that such outdoor catering
service, which are provided as mandated under the Factories Act, 1948 have nexus
or integral connection with the manufacture of final product. Therelore, supply of
canteen services is effected in the course of furtherance of business as it has an

integral connection with the manufacture of inal product by the applicant.

28, The other rulings of the various Advance Ruling Authorities relicd upon by
the applicant are with respect to the applicability of GST on subsidized deduction
made by the applicants from their employees, which we have already held to be not

leviable.

29 We now come to the next question regarding whether the GST is payable on
the amount deducted from the workers or on the open market value 1.e the value

charged by the canteen service provider. We find that this authority has alragy-held

i

in Re: Troikaa Pharmaceuticals Lrd | that the GST s leviable nr:;:ti‘l.ﬁ AmOLNL
]

{2
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representing the contractual worker portion of canteen charges, which is collected

by M/s Troikaa Pharmaceuticals Ltd and paid to the canteen service provider,

30,

(Sushma
Member (3

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

RULING
Oues 1 - Whether subsidized deduction made by the applicam from
the employees and workers towards canteen factlity provided by the
canteen service provider at the canteen facility would be considered as o
supplv " by the applicant under the provisions of Section 7 of the CGST
Act, 2017 and GGST Act, 2017,

Ans [ -

() Subsidized deduction made by the applicant from the emplovees
fowards camteen facility provided by the canteen service provider af the
canteen facifity would not be considered as a “supply” by the applicant
wneler the provisions of Section 7 of the CGST Act, 2017 and GGST Aet,

2017

(it} Suhsidized deduction made by the applicant from the workers towards
canfeen facility provided by the canteen service provider at the canfeen
facifity wonld be considered as a “supply' by the applicant under the
provisions of Section 7 of the CGST Act, 2017 and GGST Act, 2017,

Clues 2- - In case answer to above is pes,
s  Whether GST is pavable on the amount recovered as deduction
frem the salaries of emplovees to worker contractors or an open

market valfue?

Ang 2: - GST is pavable on the amount recovered as deduction from the

Jard—

k1) | " { Vishal Malani)
S f Member (CGST)

pavment (o worker's comiractor.

Place: Ahmedabad B

49 11,2025
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