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Details of Appeal Appeal  No. RAJAAARJAPP/05/2019-20 agaimst
: | Advance Rufing Mo, RAJAAR/2019-20/30 dated
09,01.2020.

(Proceedings under section 101 of the Central GST Act, 2017 read with section 101
of the Rajasthan GST Act, 2017)

AL the outset, we would like ta make it clear that the provisions of both the Central GST
Act, 2017 and the Rajasthan G5T Act, 2017 are same except for certain provisions. Therefore,
unhess & mention is specifically made o such dissimilar provisions, & reference o the Cantral
G5T Act, 2017 would atso mean a reference to the same provisions under Rajasthan GST Act,
2017,

2 The present appeal has been filed under Section 100 of the Central GST Act, 2017
(hereinafter also referred to as ‘the CGST Act”) read with Section 100 of the Rajasthan
GST Act, 2017({hereinafter also referred to as ‘the RGST Act’) on 13.2.2020 by M/s Kalani
Infrastructure Private Limited, A-14-A, Road No. 1, Indraprastha Industrial Area, Kota (Raj.)
(hereinafter also referred to as 'the Appellant’) against the Advance Ruling No.
RAT/AARS20159-20/30 dated 09.01.2020.
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a, Brief Facts of the case

3.1 M/s Kalanl Infrastracture Pyt Litd, (herainafter referred to as appellants) is registered
under GST law with GSTIN OBAACCK1540L1ZK, having their registered address at A-14-
&, Road No. 1, Indraprastha Industrial Area, Kota (Raj.). Mfs Fortune Icon, 2 unit of M/s
Kalani Infrastructure Pt Ltd. is running @ Hostel for residential accommodation 0f
students. The appellant wish to charge 8 consolidated amount of Rs.17,000/- per maonth
from the stedents agairst provision of hostel accommodation for residence purposes
which would also indude ancillary supphy of food with certain other facilites,

32 It has been submitted that primarily the students spproach for having accommaodation
facility and ealy when accommodation facility gets ensured, nesd for food and other
allied facilities anses, Neither the appellants wish to charge any separate amount for
supply of food or other general facilities from the students nor there is any bifurcation of
the charges for residential accomimodation along with food and other faciities provided
bz the students. Further, there would be o option provided to the students to opt for
hostel accommodation without food or other facity, AN students would pay a
consolidated amount of s, 17,000/~ per month whether or not they use the food or any

other Facility, Similarly, there is no option for any person to take only food or any other
facility without being resident of hostal.

.~ 733 _ Since the hostel charges recovered from the student per day does not exceed Rs,1000/-,

s e activity of hostel sccommodation is exempt from GST under S, No. 14 of the
(;— | GGST (Rate) Notification No. 12/2017 dated 28.06.2017 as amended read with
| CBEC Circular No. 32/06/2018-GST, dated 12.02.2018, However, there is no

i spedific clarification on applicability of exemption on incidental food facity if provided
" along with principal supply of hostel accommaodation especially whien no separate charge
is recovered from the students,

34 In the above background, an application was filed by them before Rajasthan Authority

of Advance Rufing to determéng classification and taxability of hostel accommodation
where food and other general facilities are also provided, and no separate amount is

charged from the students for the same. Question which the Advance Ruling was
sought, are as under:-

(2] Whether provision of hostel accommodation along with food faciity to the students
wherein consclidated amount is charged from the students is a composite supply
wihere principal supply is that of rent of hostel accommodation?

{b) Whether the entire charge recovered fram the students would be exempt from GST
under Sr, No. 14 of the CGST (Rate) Notification Mo, 1202017 dated 28.06.2017 as
amended if the charges per day is less than Rs. 10004-

{c) To determine the taability en supply of hostel accemmodation along with food
faciliny.

(d) To determine the appropriate classification and applicable rate of GST on supply of
hostel accommodation along with food facility.

3.5 However, the Authority did not find favour and issued the Advance Ruling holding that:-

(2) The provision of hostel accommodation along with food fadiity, Play Room, Gym,
Housekeeping, Room Cleaning to the students wherein consolidated amount is
charged from the students ks Mixed Supply.
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(b) The entire eharges recovered from the students are nat exempled from GST
Sr. No. 14 of the CGST (Rate) Notification No, 12/2017 dated 28.06.2017.

(€} As various services provided by the appiicant constitute a Mixed Supply, the rate of
GST on whole supply will be the rate of supply which attracts highest rate of GST.
As the highest rate amongst seriices provided Is 18%, accordingly, rate of GST on
whole supply will be 18% (SGST 9% + CGST 9%).

3.6 Aggrieved by the aforesaid Ruling above, the appellant has preferred the present appeal
pefore this forurm,

GROUNDS OF APPEAL

4, The appeaiiant in its Appeal has, inter-afia, mentioned the following grownds of Appeal:

4.1 The provision of hostel accommodation, food with other general facilities
shall be treated as composite supply, where principal supply Is renting of
accommodation

4.1.1

In the present case, the Appeliants are renning hostel accommodation for students in
Kola, The appellants principally provide hostel accommodation alongwith incidental
supply of food to all students wherein a consobidated amount of Rs,17,000/- per month
is charged from the students, There is no system wherein stedent is provided with a
choice to opt for hostel accommedation without Incldental supply of food. In other
wiords, neither there is any choice with the student to opt for standalone hootel

accommodation without opting for supply of food nor there is any bifurcation of charges
for food provided to the students,

& Further, following additional amenities are also available which are part and parcel of the

hostel accommodation. Ne separate charge Is recovered From the students for the sarme:
- TV in dining hall

Flayroom

Gym

Housekeeping of entire hostel premisas

- FRoom deaning

- Washing/ dry-cleaning of bed sheets & finen of rooms provided by owner

57

Mone of these amenities are mandatory, These are provided as complimentary amenities

and there is no obligation as such If any of these are discontinued. The hostal
accommaodation ks inbuit with abave Facilities,

It Is submitted that there i no dispute to the fact that the pravision of hostel
accommodation and food falls under *Supply’ as defined under Section 9 of the CGST
Act, 2017. Here the reference of CGST Act, 2017 may be treated as reference to State
5T, UTGST and IGST Act also. The food Is provided as an integral part and naturally
bundied with the hostel accommodation and no separate amount is charged from the
students. The provision of services comprises two or mare components wherein principal

activity is of the rental services of hostel accommodation shall be treated as Composite
Supply,

4.14

It is pertinent to refer to the concept of compasite supply’ provided in GST law. Section
2{30) of CGST Act, 2017 defines *composite suopy as under:
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“compasite SLBINS means
WO or more taxatis
which are naturally b
Course af

supply;

8 supply made by a taxable person to a recipient consisting of
supplies of goods or services or both, or any combination thereaf,
undled and supplied in comjunction with each other In the ordinary
business, one of  which is a principal

Hiustration—Where goode are packed and trénsported with insurance, the supply of

goods, packing matenals, transport and inswrance &5 2 composie suopls ang supoy of
Goods is & principal stnaiy:

4.1.5 Perusal of the above definition implies that a supply of goods and/or services will be
treated as composite supply if it fulfills the following three criteria;-

(@) Supply of bwo ar more goods and services together,
(b) Goods or services are naturally bundled, |.e, they are provided together In the normal
course of business, and

(c) Value of each supply is naot Identifiable separately.

Further, it shows that there is no concept whether such Incidental supplies results into

any better enjoyment of main supply or that whether same are available independenthy
also in the market,

4.1.6 A perusal of the example given in statute for composite supply shows that when goods
Bre supplied along with transportation, insurance and packing material are incidental
supplies whereas supply of goods is principal supply. Tt is comman knowledge that there
can be supply of goods 2t doorstep of supplier without any transportalion ar withaut arvy
transit insurance or that supply of transportation service or insurance service can aisa be
independently and commonly available outside or that quality of supply of goods would
ot change whether transportation and insurance s inclusive in the scope of supplier or
& [nat. Irrespective of above it is covered by compasite supply of goods where the packing
ﬁ- rmaterial, transportation, inswranos is considered as ncldental. The logic behind it is that
basically the customer approached for supply of goods and thersfore, that Is the
principal supply and other facllides are incidental to the principal supply hence, an
gxample of composite supphy,

4.1.7 As mgainst this the mixed supply Is defined under section 2{74) which read as under:

2(74) " mixed supply” means two or more individual supplies of goods or services, or any
combination thereof, made in conjunction with each other by a taxable persen for a
single price where such supply does not censtitute a composite supply.

Hlustration.— A supply of a package consisting of canned foods, sweets, chocolates,
cakes, dry fruits, aerated drinks and frult julces when supplied for a single price is a
mixed supply. Each of these items can be supplied separately and is not dependent on
any ather, It shall not be a mixed supply if these items are supplied separately;

4.1.8 Peruzal of definition of mixed supply shows that here also two or more Individual supphy
of goods or services are made In conjunction with each other for a single price where
such supply is not composte supply.

The illustration of mixed supply given in statute as reproduced above shows that in case
suppdy consists of canned foods, sweets, chooolates, cakes, dry fruits, agrated drinks

ﬂ-c \
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and fruit juices eic. and single price is charged then the principhe of principal supply and

incidental supply does not apply to these types of supplies as all supplies are
independent of each other,

4,19 Tt is therefore submitted that the distinctive feature bebween 'composite suppl” and
*mixed supply“ts not merely that incidental supplies can also be available separately but
that in case of mixed supply all components of supply are nat dependent on any other
and 2l are principal in nature and logic of principal supply and incidental supply cannot
be appiied to the same, where as in case of "composite suppf’inddental supplies are

dependent on " principal supoly’

41,10 The other examples of composite supply commonty available In the business
enyironment are as undear;

a) Hotel principaliy provides room but it has to keep the housekeeping of hotel and
room in tidy condition, 28 bed sheets and linen of roorm needs to be washed fdry-
cieaned, TVs are provided in comman areas as well as in rooms, breakfast, gym
rooms, Swimming pool are also provided as incidental to stay etc. There can be
suations where independant breakfast may also ba avallable in the same hiotel stll
it ie considered as ‘composite supply’ and that the entire supply 1S considered as
that of supply of hatel accommedation and sccordingly classified and taxed. IL i%
never argued that gym facllity can be taken oulsioe also or that swimming podl
facility can be avalable outside also or that accommadation faciliey can be provided
without gym, TV, laundry, swimmirg pool also.

) Medical treatment w prosided in many hospitals wherz in fany cases the
consideration indudes rooms for patients as well a5 attendants, housekeeping of
entice premises & rooms, laondry of bed sheets, bman of rooms, supply of food for
patients, TV in rooms and common area et Here also medical seryices are
considered as principal supply because that is the purpese for which a patkent
comes to hospital and all other are incidental suppliesjFaciliies. Ewen though
incidental supglies are individually Bable to GST, but medical services as a whaole are
nat made liable 1o GST being principal supply.

This is inspite of the fact that In many cases the same hospital or other hospitals
may nat provide medical services under the single package but may be charging
separately for doctor services, medicines, rooms ete. and Inspite of that it i= a
sotted law that where all these are part of a package then it is an example of
composite supply whene medical services are principal supply and no GST is payable
on entire package.

] Airlines are providing air travel sendces along with certain free refreshment/meats
during transit and also provides in flight entertainment services on TV Screen etc,
keeps aeroplane neat and dean through housekeeping service and also washes and
dry-cleaning seat covers etc, These are undispuledly considered as a CeEmIpasite

supply where principal supply |s that of travel by air 2nd accordingly classified and
baed.

This Is Inspite of the fact that many aifines are not supplying any

snacks/refreshments as a part of package but charges separately for such supply of
food, However, those aidines where sracks/ meaks are part of boket price, it is

ﬂ-t‘ \
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4.1.11

&

&

considered asl composite supply of i traved service becayse basically the passanger
approaches airline for alr travel service and rest are anly incidental,

b g
3 principally for availing accommodation service and far
providing such service in today's time, the entite prermises are to be kept clean, bed
shieet and linen i the room are to be washed/ dry-cleanad, general facilities of TV,
Gyrn and playroom etc, are provided and food Facility is also provided, However, the
fack remains that student principatly wishes to take hostel accommodation and rest
are incldental, Herce, a perfect example of composite supply where principal supply
is that of accommodation service, This situation is very close to the services of haotel
accommodation, hospital, etc. and all elements are same and therefore, same
principal meeds to be applied, There is no cogent reason to treat hostel
accommadation senvice differently so far as coneept of compasite and mixed SUPPY
is concerned.

In the present case, food and other faciliies are previded along with principal activily
of hostel accommodation and they cannot be separated in normal course of the
business. Bundling has nat been defined in GST law, hence, reference can be taken
fromm CBEC Education Guide lssued after introduction of negative fist in erstwhile sance
tax regime when concept of bundiing was introduced for the first time. The ralevant
pxtracts of the Guide are reproduced balow: -

"undled service’ means a bundla oF prowsian of VEriius Senices whane i1 an elerment of
provision of one service /s combined’ with an element or elemants of provsian of any
ather sendce or sendces, Am example of Bundled senice” wowld be air fracsport senices
orovacted By ainiings witensin an alemant of fransportation of passenger By #ir i combined
with an slement of prevision of catering sendce on board Each sendce ivoives
diffarential treatmend s a manner of determinabion of valve of twe sendces for the
mmmmmmmmﬂ

The nde is — “If vanous elements of & bundied service are naturally bundled in the
ardinary course of business, it shall be treated as provisian of a single service which ghses
such bundle its essential character’

41,12 Further, CEIC has elaborated in its E-flyer issued on ‘Composie gl mined supples”

after introducticn of GST as unden

‘Hotel provides a 4-0/3-N package with the faciliny of breakfast. This is a natural bundiing
of services in the ordinary course of business. The service of hotel accommodation ghves
the bundle the essential character and wauld, therefore, be treated as senvice of providing
heatel accommpdation.

Whether services are bundled in the ordinary course of business would depend upon the
normal or frequent practices followed In the area of buginess to which services ralate,
cuch nommal and frequant practices adopted in a business can be ascertained from
several indicatars some of which are listed befow —

+ The perception of the consumer or the service receiver. If large number of service
receivers of such bundie of senvices reasonably expects such services to be provided 25 3
package, then such a package could be treated as naturally bunded in the ordinary
course of business.
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» Majority of service providers in a particular area of business provide similar bundie of

services. For example, bundie of catering on board and transport by air is a bundle
offered by a mafority of alrlines.

» Thie nature of the various services in a bundle of services will also help In determining
whether the services are bundled in the ordinary course of business. If the nature of
services is such that one of the services is the main service and the other services
combined with such service are in the nature of incidental or ancillary services which help
in better enjoyment of a main service. For example, service of stay in a hate! is often
combined with a sarvice or laundering of 3-4 items of dothing free of cost per day. Such
service is an ancillary service to the provision of hotel accommodation and the resultant
package would be treated as services naburally bundled in the ordinary Course of business

4.1.13  TF current nature of transaction in question is tested based on above factors, it would
pe amply clear that the provision of hostel accommadation along with food and other
facilities is a ‘composite supply” where hostel accommodation is the principal supply and
food and other facilities are ancillary to it which are not means in iself but a means for
better enjoyment of the principal supphy 1.e. “soctel accommodation services’, The same

i5 explained Detow in detail:

[ndicative Factors (2s mentioned in | Applicability in current case
| the Education Guide)
There is a single price or the customer | In the ourrent case, 3 consolidated price of
pays the same amount, no matter how Rs.17000/- is charged from all students
much of the package they actudlly | whether or not they actually receive or use
=1 receive or use fond B ather facilities

'_ The elements are normally advertised as Applitan'f_dues mot provide an';-' Facility
| & package and the different elements | whersin the student c¢an avail hostel
are not avallable separately sccommodation without  food or  other
| facilities or vice versa, Stay alongwith such
facilities are advertised as & package. This is
supported from the copy of the brochure
enclosed as Annexure-3

The different eements are integral to | Hostel accommodation s the principal supply
ane overall supply — if one or maore is | here, In absence of hostel accommaodation
removed, the nature of the supply would | senvices, there would be ro existence of food
ke affected | and other Tacilities

4.1.14 The term 'orincinal supply” has been defined under Section 2(00) of the CGST Act,
2017 as the supply of goods or services which constitutes the pradominant element of a
compasite supply and to which any other supply forming part of that compasite supply
is ancillary. Here, the priricipal supply Is the renting of hostel accommodatian. services
and food B other facilities are ancillary o principal supply of hostel accommodation
sarvices, This, the accommodation facility at hostel is the only principal supply and ail
the other faciitics are Interrelated as they Bre provided exclusively to the occupants of
hastel onty, without any extra charge. It is reiterated that mo other charges other than
above amount of Rs.17,000/- is coflected from the occupants on account of other allied
facilities being provided.

4.1.15 It can be seen from the above that all faclors which ane relevant b determine e

jFL "‘. mupeuf‘m,mmfewfamfulﬁlladhhmﬂtmmnfhmm accommodation
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along with fmﬂ B other facility. It is submitted that need for fond facility cannot arise

uniess there is need of hostel accommadation. The appellants do not provide food to
the ﬂL’dE_r"t on independent basis. Accordingly, as per interpretation of the appellants,
the provision of hostel accommodation along with food and other facilty should be
T.reat.ed as ‘composite suppl” and appficablity of GST would be determined as per
Section B of the CGST Act, 2017 which provides that tax liakelity on a composita supply
would be that of what is applicable on principal supply. Hence, the same tax treatment
would apply ta enfire package as applicable to hostel accommodation sendces,

116 It is further submitted that the Hon'ble Chattisgarh Authority for Advance Ruling under
GST, Raipur in the matter of Kamal Kishor Agarwal, has issued an Advance Ruling No.
STC/AARSL1/2018-Raipur dated 02.03.2019 reported 2t 2019 (24) G.5.T.L 496 (AAR. -
GST) on the similar issue of the ancillary services of food and parking provided to the
students by the Charitable Trust along with hostel accommodation. The ARA hebd as

urider:

“Hostal run by charitabie truct - Providing residence to students on rent - Nominal lump
sum amount of © 7000 and ' G000 per month per bed depending upon number of beds
per room, charged for ghing residence - Ancilary services such as food, parking alsd
pravided without charging any amount gver and above |ump sum charges - As per
CBE & C. Circular No, 32/06/2018-G5T, dated 12-2-2018, hostel accommodation
eorvice would not fall within ambt of charitable activities as defined in para 2(r} of

" Traims Notification No. 12/2017-C.T. (Rate) - However, services by 2 hostel, inn, guest house,

— T

! X&_} Jub or campsite, by whatever name called, for residential or Iodging purposes, having

| Edeclared tariff of & unit of accommodation below one thousand rupees per day or

- /.g. wivalent exernpted under Serial No. 14 of spid notification. No ambiguity as regards

—7s fact that primarly occupants approach Hostel  facility providers  for  having

— accommodation facilit and only when accommesdation faclity gets ensured, need for
ather aled faciities arose - No other charges collected from occupants for allled services
pravided,”

L=

4.1.17 The same principls has been applied by Hon'ble Authority for Advance Ruling, Kerzla in
the case of Mfs. Ernakulam Medical Centra Pt Ltd vide Advance Fufing Mo.
KER/16/2018, dated 19-9-2018 [2018 (18) GST.L 142 (AAR. - GST)], to hold that
supply of medicines and alfed items like food supplied to the in-patients as advised by the
dioctor nutritionists is a part of composite supply of health care service and nok separataly
tamabde,

40,18 In the case of M/S. ALL RAJASTHAM CORRUGATED BOARD ARD BOX
MANUEACTURERS ASSOCIATION, reported at 2019 (7) TMI 847 - AUTHORITY FOR
AOVANCE RULING, RAJASTHAN, the question before Rajasthan Advance Ruding
authority was whether the Service provided by the applicant to the delegates and
muhibitors  wherein all-indusive registration fees is charged for tachnicsl seminars,
arcess to exhibition, hotel room accommodation, airport pickup and drop, cultural
programmes ete, is 3 compasite supply or not. The autherity answered in affirmative
and held that the supply B composte supply with principal supply being organizing
confenencs,

4.1.19 The same peingiple is applicable to health care sendces provided to in-patients
whereln food, medicines, rooms, T.V. In rooms/commeon atea, air-conditioning in
room/eommen area, parking facility etc. are also provided to In-patients as par of the
treatmant. In this case also, heaith care services are treated as principal companent of

Fage 8af 15
= __-“- =

Scanned by CamScanner



composite Supply and entire treatment is treated
25 exempt supply, Reliance i gl
on following case-laws in this regard: " o

In the case a:ff Mjs KIMS HEALTH CARE MANAGEMENT LTD., Kerala AAR held
F'I'IE': Eﬂl‘l’ll}ﬂﬁl'{e 5IJFJ{.'.||'||' - Health care services - Medicines, consumables and
Il'l.'|1:I|3-TI|f.5 used in the course of providing health care services to in-patients for
diagriogls or treatment hospital o clinical establishment - Indispensable items
of treatment and naturally bundled in ordinary course of business with health
Care services - Qlarification in CB,L. & C. Circular Mo, 27/01/2018-G5T, dated
4-1-2018 that room rent in hospital is exempted - Also darfications issued
based on approval of 25th GST Councl Meeting [F. No. 354/17/2018-TRL,
dated 12-2-2018] that food supplied to Inpatients as advised by
doctor/nutritionist part of compesite supply of health care and not separately
taxable - Same prindple applicable In case of dispensing of medicine also -
Said supplies amountad to composite supply and eligible for exemption undar
category "health care services”. - Mature of the various services in & bundie of
services will help in determining whether the services are bundied in the
ordingry course of business, If the nature of sarvices is such that one of the
services i the main service and other senvices comibingd with such service are
in the nature of ncidental or ancillary services which help in better wtility of
miain service then the various elements of the service are said to be naturally
bundled in the ordinary course of business. [paras 5, 6, 7, 8, 91

4,120  The similar analogy is aopliceble to renting of residential dwelling along with furnished
facilley, AC, wardrobes etc. Here, the principal compenent 1s renting of residential
dwelling which includes additional facilities. There & no dispute that entire lease rentals

far residential dwelling is treated as exempt supply. The relevant case taw & reproduced
below:

i O s

.N_.-;q On Aa

&
/ W e In the case of RAGHAVA ESTATES & PROPERTIES LTD., 2016 (45) S.T.R. 573
f '1 1|'§ (A.AR), it has held that Construction of Individual Residential House -

Servces of obtaiming locad sanctions - Bundled service - Exemption - There
being a common agreement for obtaining necessary plan sanctions from Local
salf-Government bodies and then building individual house for customer, said
bundled activity ewarnpted from Service Tax, construction of individwal house
being prime service - Had there been separate agreement, services provided
for obtaining sanctions, would have been baxable

4.2 The Composite Supply of that hostel accommuodation along with food facility
would be exempt as per Sr. No. 14 of the CGST (Rate) Notification No.
1272017 dated 28.06.2017 as amended,

421 A perusal of above facts shows that hostel accommodation alang with food Facility would
be treated as composite supply, it Is relevant to determine the texability on such
composite supply, 56 Mo, 14 of the CGST (Rate) Motification No. 1272017 dated
28/06.2017 as amended provides that senvices of rental accommaodation having value of

supply upte Rs.1000/- per day would be exempted from GST. The relevant extract is
reproduced below:

5I. | Chapter, Section, | Description of Services | Rate {pur;cnn:lilinn|
No. | Heading, Group cent.) |

or Service Code |
|| (Tarif) !
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i 1 || Heading 9963 Tﬁiﬁﬁ?m;

]
| | QUHHW.EEI -|:|uh or |
| l:ampsltel' h1'l '-"-lﬂ-Ell.'E'n"Er
| name  called,  for
| residential or lodging
o e i

I I I“'f supply” of a unit of
accommodation below or

| |Equal ty one thousand
| \ |"—'PEEE per day or)
L | equivalent. J

42.2 1Inthe present case, since the rent charged for residantia? accommidation in hostel from
the student along with food facility is Rs.17,000/= for full month the per day charges
does not exceed Re. 1000/, the entire activity of hostel accommodation alang with food
& ather faciliby would be exemat from GST under aferesaid Notification,

4.2.3 It has been further clarified by CBIC vide Circular Mo. 32/06/2018-G5T, dated 12th
February 2018 that accommodation senvices in hostels having declared Gariff below
. 1000/- is exempt from GST, The relevant extract Is reproduced below:

1 Vs hostel accommedation provided|Hestel accommodation service do not fall
by Trusts to students coverad withinjwithin the ambit of charitable acbvilies as
the defirition of Charitzble Actwvities|defined in para 2{r) of notification Ha.
and thus, exempt under 51, No. 1 of{12/2007-CT. (Rate). However, services by af
natification Mo. 12/2017-C.T. {Rate}?|hot=l, inn, guest howse, club or campsite, by
whataver name called, for residential or
lodoing purposes, having dedared t@niff of aI
unit of acceenmodation below one thousand
rupees per day or equivalent are ewempt.
Thus, accommodation service in hostels
including by Trusts having declared tariff
‘helow one thousand rupees per day
|r.-.i-cem|:|t. [Sl. Na. 14 of natification No.
| 12/2017-C.T. (Rate) refers)

43  Inview of the above facts and appellants’ intenpretation and understanding of the same,
it has been submitted that the provision of hostel accommodation along with food &
ather facility is a compasite supply which is exemgt from GST undes &r. Mo, 14 of the
CG5T (Rate) Motification No. 12/2017 datec 29,06.2017 as amended read with CBIC
Circular Mo, 33/06/2018-G5T, dated 12th February, 2018,

5.  PERSONAL HEARING

A persanal hearing in the matter was held on 17.03.2020. Sh. Keshav Maloo CA,
authorisat representatives of the appellant and Sh. Mikhil M. Fanwar CA., appeared for
personal hearing on 17.03.2020 on behalf of the appedart and reffterated the written
eubmission, Thiey submitted additional subméssion of CBEC Fiyer No. 40 deted 01012016 and

Service Tax Education Guide. The relevant portion whith has been stressed upon by the
appellant are reproduced below:
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CBE & C Fiyer No. 40 dated 01.01.2018;

Composite and Mixed Supply in so far as Education is concerned.
Boarding schools provide service of education coupled with other services like providing
dwelling units for residence and food. This may be a case of bundled sendces if the
charges for education and lodging and boasding are inseparabla, Thair taxability will be
deermined in terms of the principtes @ down in section 2{30) read with section 8 of
the CGST Act, 2017. Such services in the case of boarding schools are naturally bundied
and supgfied in the ordinary course of business, Therefore, the bundle of sarvices will be
treated as consisting entirely of the principal supply, which means the service which
forms the predominant element of such a bundle. In this cage since the predomingnt
nature i¢ determined by the service of education, the cther service of providing
residential dweling will not be considered for the purpose of determining the tax liabibty
and in this case the entire consideration for the supply will ba exempt.

Seryice Tax Education Guide

9.2 Taxability of *bundled services".

‘Bundled service’ means a bundle of provision of various services whergin an element of
orovision of one service is combined with an slament or elements of provision of any
other service or services. An example of "bundied service” would be air transport services
provided by aifénes wherein an slarent of transportation of passenger by air is
cambined with an elerment of provision of ¢atering service on board. Each sarvice
invalves differential treatment as a manner of determination of value of two senvces for
the purpesa of charging service tax & differernt.

EE ey R S 1

T T T IR T T T

o rules have been prescribed for determining the tawability of such services in clause
of section B6F of the Act. These rules, which are explained below, are subject to the
Vi e/ apfovisons of the rule contained In sub section {2} of section GEF, viz 3 specific
"inmpum will be preferred over a general description as explained In para 9.1.2 above.

9.2.1 Services which are naturally bundled in the ordinary course of business

The rule is = 'If various elemants of 3 bundied senvice are naturally bundied in the
ordinary course of business, it shall be treated as provision of a single service which
gives such bundle its essential rharacter” lustrakions —

« A hotel provides a 4-D/3-N package with the facility of breakfast, This is a natural
bundling of services in the ordinary course of business. The service of hotel
accommodation gives the bundle the pssential character and would, therefore, be
treated as service of providing hotel accommodation.

» A 5 ztar hoted is booked rura-:mrﬁm:e.ufmﬂde}egntesmabumpmmmage
with the following facilities:
Accommodation for the delegates

Bregkfast for the delegates
Tea and coffee during conference

Acress to fitness room for the delegates

|
¢

..:."; Availability of conference room

CF S
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Buskress centre

-“'-_'r is evident & bouquet of services is being provided, many of them chargeable o
different effective rates of tax. None of tha Individual constituems are able to pravide
the essential character of the service, However, If the sensce |8 described as comvenaon
service it is able o capture the entire essence of the package. Thus the service may be
judged as convention service and chargeable to full rate Howevier (£ will be Tuly
justifiable for the hotel to charge individually for the services as lang @s there i§ Mo
athemnpt to offload the value of one service an ta another service that is chargeable 2t 2
concessional rate.

9.2.2 Services which are not naturally bundied in the ardinary course of
business

seryipe are nol naturally bundled in the

Tive rule is — "If various elements af a bundiad
Fu'.u-,-f.[l:ln of a service which attract=

ordinery course of busness, It shad be treated a5
the highest amount of service ta,” Dlustrations =

« A house is given on rent ene floar of which & 10 ba ysced as residence and the ather
for housing & printing press. Slan renting Tor twe different purposes is not naturgthy
bundied in the ordinary course of busingss. Therefore, if & single rent deed is executed ik
will he treated s a service camprising entirely of sich service which atircts highest
kahility of service tax, In this Case ranting for use % resdence is 3 negative list Serdice
while renting for non-residence uss IS chargeable to tax. Since the letter catagory
attracte highest liability of service Lax amongst the Dwo SErViCEs bundled together, the
ntive bundie would be treated as renting of rommearcial propeErty.

9.2.3 Significance of the condition that the rule relating to 'bundled service' is
subject to the provisions of sub-section (2) of section 66F.

cyb-soction (¥) of saction 66 ks down © ‘'where a service s capable of differantial
treatment far any purpose based on its description, the mast spedfic description shall ba
preferred ower a more general description” (refer pasa 9.1.2 above). This ndbe
predominates over Lhe rule \aid dowr In sib-saction (3) relating to "bundied sarvices', In
ather wards, if @ bundied senvice falls Unger 3 SERACE snerified by way of a description
then such service would be covered by the description s0 specified. The llustration,
refating to @ bundled service wherein a pandal and shamiana is provided in combination
with catering senvice, given in the socond bullet In para 9.1.7 above explaing the

operation of this rufe.

g,2.4 Manner of detarmining If the services are bundled in the ordinary Course
of business

Whather services are bundfed in the ordinary course of business would depend upon
the normal or frequent practices followed in the area of business to which services
relate. Such normal and frequent practices adopted in @ business can be ascertained
from several indicators some of which are listed below -

« The parception of the consumer or the senice receiver, IF large number of service
receivers of such bundle of services reasonably expedt such senvices to be provided s 2

packege them such a package couvdd be treated as naturally bundled | i
dlad q
course of businass ' i
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« Majarity of service providers in a particular area of business provide similar bundis of
services, For example, bundle of catering on board and transport by air is a bundle
offered by a majaricy of airlmes.

= The nature of the various serdces in a bundle of services wil also help in determining
whother the sarvices are bundied in the ordinary course of business. IF the nature of
services is such that one of the services is the main service and the other sedvicas
combined with such service are in the nature of incidental or ancillary services which
help in better enjoyment of a main service. For examale service of stay in 2 hotel 5
aften combined with a service ar [aundaring of 3-4 fems of cothing free of cost per day,
Such senvice is an ancillary service to the provision of hotel accommaodation and the
resultant package would be treated as services naturally bundled in the ordinary CoLrSS
of business.

« Bther illustrative indicators, not determinative but indicative of bungling of services in

ordinary course of business are =

% There is @ single price or the customer pays the samsa amaount, no matter how minch
of the package they actually receive or use.

% The elements ane noamally advertised as & package,

% The diferent elements are not available separately. _

The different elements are mtegral o one averall supply - if one or morg 15

| removed, the natune of the supaly would be affecled. No straight jacket formula can

Zour ,e'-' | be taid down fo determine whether a service = naturally bundied in the ordinary
o 4 eourse of business. Each case has to be incividually examined in the backdrop of

ceveral Factors some of which are outlined above,
6.  DISCUSSION AND FINDINGS

A1 We have carefully gone through the Appeal napers filed by the Appeliant, the Rufing af
the Authority for Advance Ruling, Rajasthan (AR, Rajasthan in short), written a5 well as oral
subrisions made by the Suthorized representative(s) of the Apoallant at the tirme of personal
hegring held on 17.03,2020. We find that the appellant vide its Application dated 11,11.2019
filed befors AMR, Rajasthan, Had requested for Advance Ruling as to:-

(a) Whether provisian of hostel accommodation along with foad fadlity to the students

wheraln consobicated amount B charged from the students S 3 composite supply
where principal supply is that of rent of hostel accommodation?

i) Whether the entire charge recoverad from the students would be exempt from GST
wnder Sr. Mo, 14 of the CGST (Rate) Notification Mo. 12/2017 dated 28.06.2017 as
amended if the charges pes day & less than Rs.1000/-.

{c) To determine the taxability on supply of hostel sccommodation along with food
facility.

(d) To determine the appropriats classification and applicable rate of GST on supaly of
haste! accommodation along with food facility. '

6.2 In pursuance of the aforesald Application dated 11.1 12019, the Autharity for

Hullnq,. Rﬂ_hﬂ.hﬂrl in Its RU”I‘IQ No RM,IIM g- 1] dated m
1 ' 0ie-2
i - fIl rﬂl-I'DZ{I- hﬂi 'FIFIJFﬂJn':Ed- l-15
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{a) The provision of hostel accommodation along with food facility, Play Room, {3y,
Housekeeping, Room Cleaning to the students wherein consolidated ameunt Is
charged from the studants is Miced Supply.

(b) The entire charges recovered from the students are not exempted from GST under
Sr. Mo, 14 of the OGST (Rate) Motification Mo. 1272017 dated 28,06, 2017,

{€) As various senvices provided by the applicant constitute @ Mixed Supply, the rate of
GET on whole supphy will be the rate of supply which attracts kighest rate of GST,

As the highest rate amongst services provided is 18%, accordingly, rate of GST on
while supply will ba 8% {SGST 9% + 05T 99,

B3, The appeliant Is nad satisfied with the above Ruling and has therefore filed the present
appeal before this forum. The appallant has stressed that the supcly of Hostel Accommedation
sepice 15 their principal service and the other services like sugply of Tood, TV in dinéng hall,
Playroom, Gym, Housekeeping of entire hostel premises, Boam cleaning and Washing! dry-
cleaning of bed sheets & linen of rooms are ancPary services, maturally bundled with the
peincipa service of Aoommaodation service. Bocardirgly, the appellant has requested o set
azide/ modify the impugned Advaace Ruling passed by the Rajasthan Authority of Bdvance

Rulirgy and declare the impugned package a composite supply wherein Hosrel Accommodation is
principal supply and food and other faciities are only incdental to it

B4.1 Before examining the contention of the appsiant it is Imperative to go through the

»

4 by 8 faxabie person 1o 8 reciplent consisting of two or moce tatable supplies of goods o

Tedevant provision of the CGST Act which defines the term Compesite supply and Mixed supply.
We find that &s per section 2(30) of CGST Act, 2017 "romposie suoml” means a supply made

-$eriites or both, or any combination thereal, which are naturaly bundied and supplied in

each other in the cedinary course of business, one of which is a principal
supply,

[Bustration.— Where goods are packed énd transparted with insurance, the supply of goads,
packing materials, transpart and Insurance & & Composite supply and supply of goods is a
principal supply;

In the above (llustration, it is obvious that the packing materisl or the nsurance cannat b
supplied separately if there & no transportation of goods. As such, for the transportation of
goods, the supply of packing material ard the hsurance is a composite supply, whersin the
supply of gousds is & principal supgly. Accordingly, from the above definition, we are of the Wi
that a composits supply can be determined on the basis of following 3 main criteria:

(i} Supply of 2 or mose goods or services or cambination of bath,

(I} The supply is made in a natural bundle, L. the goods and/ or services are provided

25 @ combination in the ratural courss of busingess.
(i} The ingividual iterns {goods and/or services) cannat be supplied separataly,

f.4.2 We further note that as per Section 2(741 of the CGsT

i At the term ™ mixed sunmi”
medns b or mare individua! supplies of goods or services, or any combmation theregf de
in conjunction with each other by 3 taxable persan for a single price where such By

not constitute 8 composite suppiy, supply doss
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these items can be supplied separately and is not gependent on any other. Tt shall not be a
mixed supply if these items are supplied separately.

Erom the defirition it emerges that a mixed supply is two or mare independent products ar
services which are offered together as a bundle but can also be supplied separatety.

6.5 W find that in the instant case the appaliant is supplying various services like supply
of food, TV in dining hall, Payroom, Gym, Housekeeping of entre hostel premises, Roorm
cleaning and Washing dry-cleaning of bed sheets & linen of rooms along with Hostel
Accornmaodation service, Tn view of the discussion of above para 6.4.1 and 6.4.2, we are of the
wiews that supply of various other sarvices as detailed above with Hostel Accommadation senvice
is not naturally bundled in normal course of business. Each service is an Independent senice
and can be supplied separately. It is cbvious that a person can live on the hostel withowt
gvailing other services like food, TV, gym, etc) but o make ones stay more comfortable, the
sald ancillary services are availed by him, We find that the Rajasthan Authority of Advance
Rufing has held that naturall burdled services ane fnse senvices wherein one of the SVICES 15
the main sendce and fhe other sendces combingd with such senvice are In the nalure of
incldental or ancillary senvices which help in better enjoyment of & main senvice. IF curment
nature of sugoly of services s tested based on above factors, it can be ascertained that the
prowvisian of hostel accominadation could be a princioal supply il anciliary services fike food,
grm. housskeaning, iy aoam, cannat fe said o anse aaflall with the prmcipa! £oEa of
hostel sccommodanion and therefore dre ol dudleg naturally with princips! suppl). Rajasthan
Authority of Advance Ruling has placed reliance on the roling of West Bengal Authority for
Advance Ruling in the case of Sarf Bducational Cendre involving. similar facts and Circumstances,
wharain the applicant was engaged in supplying food end other $ervices, et and it was held
that they ara not maturally Bundled with the @odoing sendce, fll these components are
independent of each other, The sad riling has been upheld by the Appellate Autharity of
Advance Ruling of West Benagal,

6.5 Tha appefiant has also placed reliaroe of warious casa laws passed by Advance
Ruling authorities, We have aamingd the case bws and are of the opinion that these orders
have been passed in different facts and circumstances and nok aposcable to the present case,
Further, each case has o be examéned individually in the backdrap of several factors,

6.7 We find that contentions of the appellant have already been examined by the
Rajasthan Authority af Advance Rulng and & well reasaned order has been pagsed with detailed

findings. We do not find any infirmity In the Advance Ruling proncunced by Rajasthan Authority
of Advance Rufing,

6.8 In view of above facts and discussion, we uphold the Advance Ruling
the Rajasthan Authority of Advance Ruling and reject the appaal filed bry the appell

&*—q-_:“—?%‘l = (
Pramod Kumar EJMH‘-J *  Dr.Pree B. Ydashvant
Member (Central Tax) Member (Stite Tax)

Rajsthan Appellate futharity Ratasthan Apnaliate Autharity
on Advance Ruling on Advance Ruling
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SPEED POST

M /s Kalani Infrastructure Private Limited,

A-14-A, Road No. 1, Indraprastha Industrial Area,
Kota (Raj.}-324005

F. No. IV[16)AAAR/RAJ/05/2019-20/3 39\

Copy
1.

Dated: 12.05.2020
toz-

The Chief Commissioner of CGST & Central Excise (Jaipur Zone], NCR
Building, Statue Circle, Jaipur- 302005,

 The Chief Commissioner, State Tax, Kar Bhawan, Bhawani Singh Road,

Ambedkar Circle, C-Scheme-, Jaipur- 302005,

Commissioner, Central Tax, CGST and Central Excise, Udaipur,
Rajasthan-313002

Deputy/ Assistant Commissioner, Circle-B, Kota- Ward 1, DCM Road,
Chhatrapura, Dhanmandi, Kota, Rajasthan-324007.

The Member, Rajasthan Authomty for Advance Ruling, Goods & Service
Tax, Kar Bhawan, Bhawani Singh Road, Ambedkar Circle, C-Scheme-,
Jaipur- 3020035,

Cuard File.

lél‘i%dhw

{Umesh Kumar Agan-.l‘:ll
Syperntendent
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