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Name and address of the
applicant

GSTIN of thc a licanl
Jurisdiction Office

I)ate ol-application
Clausc(s) of Section 97 (2) of
CGSI'/ GCS'l'Act, 2017, under
which lhgggestion(s) raised.
Date of Personal Hearing

M/s. Alleima India Privatc Limited,
Survcy No 21 I 8, Allcima India I)rivalc
Limited, Ahmedabad Mehsana IJighway,
Opp. Katapi Flotel, Village Itajpur,
Taluka Kadi, Kadi, Mahesana, Gujarat,
384440
24AUBCS6573t'tZQ
Office of the Assistant Commissioner ol
S1a1e Tax, Unit-33, Division-4,
Ahmedabad.
15.09.2023

28.05.2024

l

l)resenl lor rhe applicant

ll ricf lacts:

M/s. Alleima India Private Limited, [tor shorr 'appticant'] is a company

incorporated under the Companies Act, 2013, having its registcrcd olficc at Punc.

There manufacturing facility in Gujarat, located at Survey No 21 18, Ahrncdabad

Mehsana Highway, Opp. Kalapi Hotel, Village llajpur, 'faluka Kadi, Mahcsana,

Gujarat, 384440., is registcred under GS'l and their GS'l'lN is 24ABIIC56573PlZQ.

2. The applicant is engaged in the business of manufacturing and selling ol
seamless stainless steel pipes and tubes along with high rcsistance wires. 1'hcy also

render R & D services. The applicant states that thcy have employed more than 300

employees and are also registered under the l:actories Act, 1948.

3. The applicant fufther states that they have engaged a canteen service

provider [CSP] for preparing and supplying lood ro their cmployees. 'l'he applicant

rccovers Rs. 104/- on rnonthly basis l-rom each cmployec in respcct of'the lood Ucbgif:.:;
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4. Irunher, the applicant states that in terms of section 46 of the Facrorics

Acl, 1948, since they have employed more than 300 employees, they are mandated

to provide canteen for thcir employees; that they have ultimate control over the

affairs ol'thc lactory & would be considered as an 'occupier'; that they have set up

a canteen facility having a separately demarcated area in the factory premises

pursuant to & in compliance with the Factories Act; that the canteen facility has

seating area with tables and chairs, cooking facility with utensils, refrigeration,

storage rooms lor keeping the cooked food, washrooms and wash basin, etc..

5. 'fhc applicant has attached a copy of agreement executed with the CSP

and copy o{'sample invoice as Annexure I and Canteen Policy as Annexure 2 with

their application.

6 'l'hc applicant has furlher contended as follows:

No GST on cantecn facili8
o that thc dctail ollood consumed & details ofemployee is maintained by the applicant: that

bascd on the record of food consumcd, the CSP raises an invoicc; that after termination of
employmcnt scrvices, thc cmployce is not allowcd access to canteen facilities;

. thal dcduction of thc nominal amount from employees would become taxable under GST
only il'such amount qualifics as 'considcralion' towards supply as defined u/s 7 olthe
C'(iS'l Act. 2017;

r that in lcnns of Schcdulc-lII. scrvices by an employe to cmploycr in the course ol'or in
rclation to his employmcnl. is no1 treated as a supply of goods/scrvices:

o that an! consideralion by thc employer to thc employee on account of thc activities
undcrtakcn undcr thc contract of cmploymenl is out of the scopc of GST; that an activity
undcrtakcn in thc coursc olan cmploymenl rclationship would bc outside the scopc ofGST;

. thal in tcrms of circular no. 17210412022-GS'l' daled 6.7 .22, it is clarificd that any pcrquisite
providcd to cmployccs as parl o1'cmploymcnt contract is not subjcct to tax under GST:

o thal thc applicant provides cantccn facility in terms of contractual agreemenl entered
betwccn thc employer and cmployee; that thc contractual agreement specifically provides
for availment ofbenefits and allowances which includes cantecn services to employccs;

. that in lcrms of seclionT, ibid,the below mentioncd criteria plays a crucial role to detcrmine
GS'l' implications vlz

o that thcre should bc a legal inlcntion of bolh parties to supply & receive thc goods;
o it should involvc quid-pro-quo;
o thc suppl)' ol'grxrds or scrvices or both shall be aflectcd by a person in thc coursc

o l' lurtherancc o f busincss:

. that dcduclion of cmployec's salary towards food availed by cmployee would constilute a

lransaclion in moncy bctwcen applicant & its crnployees & would not attain the charactcr
ol'considcration':

. that thcrc is no reciprocily/quid-pro-quo between applicant and its employees;

. that thc activity does not lall within the ambit of business as defined u/s 2(11) ol CGS'I'
Act.20l7:

. that unlcss there is evidcncc that applicant had intention of unde(aking business & caming
profit in rclation to provision olcanteen facilities, it cannot be construed to be in the course
of lirrthcrance of business;

. that they would likc to rely on the below mcntioned rulings/circular which substantiate
thcir avcrment that no GS'[' is leviable;

o Circular no. 17210412022-GS'l dtd 6.7 .2022;
o M/s 'I-ara Morors Limircd [GU.yGAAR/R/39/20211;
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o Bai Mumbai'[rust and Others vs. Suchitra and othcrs reporlod at 12019-VIL-
454 BOMI;

o M/s. Amneal Pharmaccuticals Ltd IGLJJ/GA^IU/Rl51l2020l;
o M/s. SRF Limited [GUJiGAAR/R/4112022):
o Posco India Pune Processing Ccnter Pdvatc Limitcd tGS'l'-ARn -361201 tt-

l9lB-l 101 - Maharashtra;
o M/s Jolun India Prt l.td [GSl -ARA- 1912019-2011]-108 l- Maharashtra;
o M/s. Cadila Pharmaccuticals l.td [GIJJ/GAAR/R/2023114];
o M/s. 'I'ATA Autocomp Systems Limiled IGIJJ/GAAIU 2023123]l:

o M/s. Emcure Pharmaccuticals Ltd [GS'f-ARA- I l9l20l9-20llr-03 datcd 4. I .22l.

that credil of ITC charged on supply of scrvices would only bc allou'cd whcn such goods
or scrvices or both are uscd or intended to be uscd in thc ooursc ol'fuilhcrancc ol'busincss:
thal the CSP provides thc services to the applicant in thc preparation o1' lood and

maintenancc of cantecn premises, for thc applicant's cmployccs; that such scrviccs arc
provided in pursuance of applicanls obligation 1o providc such lacililics to its cmployccs
in the capacity ofan occupier of the factory under the Factories Act;
that in terms of circular no. 172104/2022-GS'l' dated 6.7.22, it is clarificd that the proviso
at the end of clause (b) of scction 17{5), ibid, is applicable to the enlirc clausc l7(5)(b).
tDtat'.

the circular clarifics that I'fC on lbod & bcveragcs, etc., covcrod u/s l7(5), would not bc
reslricted providcd it is obligatory for an cmploycr to providc thc samc to i1s cmployccs
under the law;
that they would likc to rcly on the below menlioned rulings/circular which subslanliatc
their avcrment that applicant is eligible to avail I'l'C on inpul servicc ol'canlccn:

o Circular no. 17210412022-GS'l' dtd 6.7.2022:
o M/s Bharal Oman Rcfineries rcporlcd at 202 I -'I'IOL-36-AAAII-GS'| I

o M/s I lindustan Coca Cola lleveragcs I'vt. Ltd. v/s CCI; Appcal No.
t,/89 \99 120 t3 & Et 857 28 1201 4 ;

o Cema lllectric Lighting Products india Privatc l-imitcd Vs. CCli. Appcal No.
bll87l20l2, rcported in 2015 (37) S l l{ 718 (Guj.);

o M/s Tata Morors Limil()d [G[JJ/GAAAIVAL,PI:.AL12022123 l:
o Nzl/s. Cadila Pharmaceuticals Ltd I G tJi/cAA IU IU 2023 / 1 4 ]:
o 'I'A'I'A Autocomp Systcms L1d [GUJ/GAAR/1U20231231

Whether thc deduction o1- a nominal amount by the Applicant liom thc salarl ol thc
employccs who arc availing the facility ol'lbod provided in thc I'actory prcmiscs u,ould bt-
considercd as a "Supply ol'Servicc" by thc Applicant undcr thc provisions ol'Scclion 7 ol'
Clcntral (loods and Servicc ['ax Act. 2017 and Gu.jarat (ioods and Scrvicc 'l'ax Act. 2017'.)

In casc answcr to above is ycs, whether (iS'l'is applicablc on thc nominal antounl to bc
dcducted liom the salaries ofemployces?

Whcther I'l'C to thc cxtcnt of cost bome by thc applicant is available. ro thc Applicanr on
GS'l'chargcd by the Cantecn Service Providcr for providing the calcring serviccs'/

ITC of the GST paid by thc applicant to CSI'

lll

8. Personal hearing was granted on28.5.2024 wherein Shri Mohit Airan,

Shri Niraj Doshi, Shri Ahok Jani and Shri Nirav Shah, appeared and reitcrarcd.{he
4.

facts as stated in the application. l!l:- :.

ri

Page 3 of 9

7. In view of the foregoing, the applicant has filed this application, seeking

advance ruling on the below lnentioned questions ytz
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9. At the outset, we would like to state that the provisions of both the

CGS'I'Act and the GGST Act are the same except for ceftain provisions. Therefore,

unless a mention is specifically made to such dissimilar provisions, a reference to

thc CGS'I' Act would also mean a reference to the same provisions under the GGST

Act.

10. We have considered the submissions made by the applicant in thcir

application for advance ruling as well as the submissions made 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 question on which the

advance ruling is sought.

1 l. Before adverting to the submissions made by the applicant, we would

like lo rcproduce thc relevant provisions/circular for ease of reference:

. Section 7. Scope of supplv.-

(l) For the purposes of thi.s Act, the expression

"strpply" includes-

(a) all forms of supply of goods or services or both such as sole. lransfer. barler.
exchange, licence. rental. lease or disposal made or agreed to be made for a
consideration by a person in lhe course or furtherance ofbusincss;

1[(aa) the activities or trans(tctions, by a person, other than an individual. to its
mentbers or constituents or vice-versa, for cash, deferred payment or olher
raluub le cons ider0t ion.

Explanation .-For the purposes of this clause, it is hereby clari/ied that,
nonrithstonding anylhing contained in any other law for the time being in

./brce or any.judgment, decree or order o/'any Court, lribunol or authori\).
the person and its members or constituenls shall be deemed to be tv'o
separate persons and the supply of activilies or transactions inter se shall
be deemed to take place from one such person to another;J

1b) import of services for a consideration whelher or nol in the course or

furtherunce o.f business: 2 [and]
(c) the activities speci/ied in Schedule I, mode or agreed to be made withoul a

consideralion; 3 [**** f
(d) a 

J**'r*1.

5 
J1|A1 where certoin aclivilies or tronsactions constitute a supply in accordance wilh

lhe prottisions of sub-section (l), they shall be treated either as supply oJ goods or
suppl.v of services us ra/brred to in Schedule II.J

(2) Nolx,ithstanding onything contained in sub-section (l),-
(o) octivilies or lrunsuclions speciJied in Schedule lll: or
(b) such activities or lronsoctions undertaken by the Central (iorcrnm u Slale

Go,,,arnment or any local authority in which they are engaged as publ horilies,
as may be notified by lhe Governmenl on the recommendations ol thi

"i.:;'://-..4
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shall be treated neither as a supply oJ goods nor a supply of servicc.s

(3) Subject to the provisions of6 [sub-sections (1). (1A) and (2)J. the Government may.

on the recommenclations of the Council, specify, by notification, the transoclions that
are to be lreated as -

(a) o supply ofgoods and not as a supply ofservices; or
(b) a supply of services and not as a supply of'goods.

Section 17. Annortionment of credit and blocked credi - [rclcv il nt cxtractslts.

5) Notwithstanding dnything contained in sub-section (l ) ofsection l6 and sub-section (l)
ofsection 18, input tax credit shall not be available in respect of lhe .following. namely:-

'[(o) ... ... ... ...:
(aa) ... ... ... ....;
(ab) ......... :

(b) 3 
[the follot,ing supply ofgoods or sert'ices or both-

(i) food and beverages, outdoor cotering, beauly treqlment, health services,
cosmetic and plaslic surger.y, leasing. renting or hiring oJ'molor vehicles.
vessels or aircraft referred to in clause (u) or clausc (aa) except when used

.for lhe purposes specified therein. life insurance and heolth in.surunce:

CBIC's press rclcasc datcd 10.7.2017a

Another issue is lhe taxation o.f perquisites. It is pertinent to point out hera lhat the .\erfice.\
by an employee lo the employer in the course ofor in relation to his employment is out.\ide
the scope ofGST' (neither supply ol goot{s or supply of services). lt ./bllou,s therefiom that
supply by the employer to lhe employee in terms of contractual ogreement entered into
belu'een the employer and the employee, will not be sub.iected to GST. l,iu-thet.. the input
tax credit (17'C) scheme under GST does not allow IT-C of'membership o/'a club, health
andJitness cenlre [section ]7 (5) (b) (ii)1. It.follouts, there/bre, thut iJ'such sen,iccs are
provided.free o.f charge to all the employees hy the employer rhen the Sume u,ill not be
subjected to GSI', provided appropriale GST wa'; paid u,hen procurecl by the employer.
T'he same woultl hold true.for Jiee housing to the employec.s. u,hen the same is prot,itlicl in
terms of the contrtct berveen the employer and employea ontl is ltart antt ptrrcel of the
costlo-company (C2C1.

Circular No. I I 21 04 I 2022-GS]

Iss ue

Whether the proviso at
lhe end o/ clause (b) of
sub-sect ion (5) oJ section
l7 o/ the CGST Act is
applicahle to the entire
clctuse (b) or the said

CloriJication

l. Vide the Central Goods and ,serttice 'l'ax
(Amendment lct) 2018. clau.se (b)
section (5) oJ section l7 ofthe ()
.substiruted y,ith effect /rom t)l .02
thr .vil t u h.ttitution. tht' prot.i:;

19. .1fter

clause (iii)

s.
No.
J
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Provided that the input tqx credit in respect of .ruch gtnds or
senrices or both shall be availoble v,here an inward su\tply ol such
goods or services or both is used by a registered person.for making
an outward taxable supply oJ the some calegor)) ofgoods or services
or both or as an elemenl oJ e taxobla composile or mixed s4sply:

(ii) membership of a club, healrh und Jitne.ss cenlre: ctnd
(iii) trovel bene./its extended to employees on vacation such as ltuve or
home I rave I concc ss ion :

Provided that the inpul trut credit in respect of such goods or
services or both shall be ovailable, wlrere il is obligatory for an
employer lo provide the some to its emplolees under any low for
the time being in force.J

--

ru/ic t .t uh
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2. l'he said amendment in sub-secrion (5) o[
section 17 of the CGST' Act was made based
on the recommendations oJ GST Council in its
28th meeting. The intent of the said
amendmenl in subsection (5) of section 17. us

recommended by the GST Council in its 28th
meeting, v/ds mode known to the lrade and
industry lhrough lhe Press Note on
Recommendations mode during the 28th
meeting of the GS7' Council, dated
21.07.2018. It had been clarified "that scope
of input tox credit is being *-idened, and it
u'ould now be made ovailable in respecl of
Goods or services which are obligatory for an
employer to provide to ils employees, under
any law for the time being inforce. '

3. Accordingly, it is clarified that lhe proviso
after sub-clause (iii) oJ clause (b) of sub-
section (5) of section 17 of the CGSI' Act is
applicable to the u,hole of clause (b) of sub-
section (5) ofsection l7 o/ the CGST'Act.

Whether various
perquisites provicled by
lhe employer to l/s
empksyees in lerms of
conlr0ctual agreement
entered into betu,een the
empk;yer und the
employee are liable ;/br
GS7'?

betv,een lhe em, lo r und em

12. 'l'he facts having been enumerated supra we do not intent to repeat the

same for the sake of brevitY'

13. 'l'he first issue to be decided is whether the deduction of u no4*@-"
;f'.2-

amount made by the applicant from the salary of the employees who are availillg-the

il,i
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proviso is applicable
only to sub-clause (iii) of
clause (b)?

seclion 17 o/ the CGST Act provides as under:
" Provided that the input tax credit in respect
of such gootls or services or both shall be

ovailable, v,here it is obligato'y for an
employer to provide the some to its cmployee.s
under ony luu, for the lime being in ./brce. "

l. Schedule III to the CGST Acl provides
Ihat "services by employee to the employer
in the course of or in relalion to his
employmenl " will nol be consideretl as

supply o.f goods or services ancl hence GST
is not opplicable on .services rendered hy,

employee to employer provided they are in the
course ofor in relalion lo employmcnl.

I

I

I

I Z. ,tny perquisires provided hy rha

employer to its cmploye(s in t('rms ol

) u,ntructuul agreemcnt ?ntcra(l into

I benveen thc employer untl the employee orc in 
I

I licu of the service.s proride,l by emltloyee to
the employer in rckttion to his employment. lt
fttllows rhere from thut pcrquisitt's

I provi<led by the employer tt) lha employcr 
I

I i, rcr*t of contractual agreemcnt cntert'tl 
I

I into betwcen thc employer and thc employee. 
I

l will nor fu :;uhjectcd ro GST u hcn rhc sumt' 
l

are provided in ttrms of lh( ct)ntroct
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facility offood provided in the factory would be considered as a 'supply' ofservtces

by the applicant under the provisions of section 7 of the CGST Act, 201 7. Now, in

terms of Section 7 of the CGST Act, 2017, supply means all forms of 'supply' of

goods/services or both such as sale, transfer, barter, exchange, licence, rental, lease

or disposal made or agreed to be made for a consideration by a person in the course

or furtherance of business. The exception being Schedule-I, which includes the

activities made or agreed to be made without a consideration and Schedule-lll, which

includes activities which shall be treated neither as a supply of goods or services.

The applicant's case is that they employ more than 300 employees who have been

provided with canteen facility in terms of section 46 of the Factories Act, 1948. The

applicant's primary role is that he provides a demarcated space and that the amount

is paid by him to the CSP [a part of which is collected from the employees] on behalf

ofthe employees.

" Polic1' Ilighlights

a. 'l'his policy gives the guidelines .for the cantaen .facilities provided to rhe
amployee .s rtf lhe c'ompany.

b. Subsidized canleen facility u,ill be provided to all employees ofthe company'as
per this policy guidelines at Gujarat (Mehsana) location.

c. 'l-he cost ofthe canteen deduction is u,s per employee calegory.
d. l'he Conteen Committee will be the admini.strative in charge of the canteen u,ho

u'ill have interactions h,ith the Conteen Manager Jbr the smooth .functioning of
the canteen service.

Ca,rteen f-ocility O uidelines:

a. Canleen facilities y,ill be prot,ided to all employee"- of t he companl,.
b. 'l'he menu for lhe week will be decidetl and t.ommunicated to the Conteen

contractor hy the Canteen Committee and the.yame v,ill be displaycd on tha
board -fttr ereryone's knou,ledge.

c. 'l his is tt subsidized canteen ./Acilit!- and certain amount y.ill be dctluc.ted fulfh'
the salary et,erv month from all employees u,ho ara availing the /hcilitt,. ,;....

d. 'l here v,ill be a nnnthly mecting on the cunlcen sertticc tt,ilh the efntean
conlractor and Canleen commillee. 'J'he crnnmunicalion ol the nttetinN,Dtlt,\ntc
v,ill be comntunicated to the concerned bv the committee.

Page 7 of 9

14. Now in terms of circular No. 172/0412022-GS1', it is claril'ied that

perquisites provided by the 'employer' to the 'employee' in terms of contraclual

agrcemcnt entered into betwcen the employer and the employcc, will not bc

subjected to GST when the same are provided in tcrms of the contract

between the employer and employee. We find that lactually therc is no disputc

as far as [a] the canteen facility is provided by the applicant as mandated in section

46 ofthe Factories Act, 1948 is concerned; and [b] the applicant has providcd copy

of the HR policies for canteen facility to employees wherein it is stated as follows:
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e. Cantcen contractor ens ret f"l*uolity o/ rhe rdw moterial an(l storoge ut the
propar place wilh proper housekeeping and pest control meosures. 1,'ll.'O
systent should be adopted to ensure consumption of raw material in lhe right
manner.

f. Cantcen contractor and mointenance team should have common observation
round in lhe conteen./or the equipment's and the facilities provided to the
canleen c'onlraclor are used properly and maintained as per the guidelines.

g. 7 he conteen commiltee and in-charge should ensure the medical check and
hygiene o/ the canteen staff regularly.

h. 1'he canteen limetable should be communicated and displayed al the proper
location in the canteen. "

ln vicw of the forcgoing, we hold that the deduction of nominal amount made by the

applicant from the salary o[ thc employees who are availing the faciliry of food

provided in thc l'actory premises would not be considered as a 'supply' under thc

provisions olsection 7 ol-thc CGS'I'Act, 2017.

15. Since the answer to the above is not in the affirmative, the ruling sought

in rcspecl of the second question is rendered infructuous.

lnrrut Tax Credit

I 6. 'fhe next question on which the applicant has sought ruling is whether

Input -fax Crcdit of GSI' charged by the CSP would be eiigible for availmcnt to the

cxtcnt ofcost borne by the applicant. In this connection, before proceeding funher,

cedain I'actual aspects which we would like to mention, though at the cost of

rcpetition are v,z

. that they employ more than 300 employees at their factory;
o that section l7(5Xb) ibid,was amended on 1.2.2019, and is reproduced

supra;
that the applicant is mandated vide section 46 of the Factories Act, 1 948

to provide canteen facility to its employees within the factory premises

1tl provide canteen lacility to its employees;

that circular no. 1721412022-GS1', clarifies that post substitulion,
cffcctivc liom 1.2.2019, based on the recommendation of the GS I
council in its 28th meeting, the proviso after sub clause (iii) ol clause

(b) of section 17(5) of the CGST Act,20i7 is applicable to the whole
of clause 17 (5)(b), ibid.

11 . ln view of the foregoing, wc hold that Input Tax Credit will be available

to rhc applicant in respect olfbod and bcverages as canteen lacility is obligatorily to

bc provided undcr the Factories Act, 1948, read with Gujarat I'actories Rulcs, I 963

as far as provision ofcantcen sel'vice employees wolking at the factory is concerned.

Ir is lunher hcld that thc I]'C on GS'l' charged by the canteen service provider.will'

bc rcstricted to thc extenl of cost borne by the applicant only. Our .yicw is

o

o
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substantiated by the Ruling of the Gujarat Appellate Authority lor Advancc Iluling

order No. GUJ/GAAAR/ Appeall2022l23 dated 22.12.2022 in the case of M/s. 'l'ata

Motors Ltd, Ahmedabad.

18. In view of the foregoing, we hold that Input lax Credit will be availablc

to the appellant in respect offood and beverages as canteen facility is obligatorily to

be provided under the Factories Act, 1948, read with Gujarat Factories Rulcs, I 963

as far as provision ofcanteen service for employees in factory is conccrned.

19. In the light of the lbregoing, we rule as under:

RULING
-fhe deduction of nominal amount made by thc applicanl lionr thc
salary of the employees who arc availing thc Iacility of lood providcd
in the factory premises would not be considered as a 'supply' under the
provisions of section 7 of the CGST Act, 2017 and the GGS'I' Act,
2017.

Since the answer to the abovc is not in thc afllrmative, the ruling
sought in respect of the second cluestion is rcndercd infructuous.

11.

ul. Input Tax Credit (ITC) will be available to the applicant on GS'l'
charged by the service provider in respect oi'cantecn lacility providcd
to its employees working in their lactory, in vicw of the provisions of
scction 17(5) (b) as amended cllbctive from 1.2.2019 and clarification
issued by CBIC vide circular No. 17210412022-GS1' dated 6.7.2022
read with provisions of section 46 of the liactorics Act, 1948 and rcad
with provisions of Gujarat Factory I{ulcs, 1963. I'l'C on the abovc is
restricted to the extent of the cost bome by thc applicanl i'or providing
canteen services to its permanent employccs, but disallowing
proportionate credit to the cxtcnt embedded in the cost ol'goods
recovered lrom such employees.

(MrLtND A TKAR)

ST)

(AMI'I'KUMA A)

MEMTIER (S

Place: Ahrnedabad

Date?z 10712024
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