AUTHORITY FOR ADVANCE RULING ~ CHHATTISGARH
31dg 4t Floor, VanijyikKar GST 8hawan, North Biock Sector-19,
Atal Nagar, Disirici-Raipur (C.G.} 492002
Emaii ID — gst.aar-cg@gov.in

PROCEEDING OF THE AUTHORITY FOR ADVANCE RULING
U/s. 98 OF THE CHHATTISGARH GOODS AND SERVICES TAX ACT, 2017

Members Present are

Smt. Sonal K. Mishra Shri Rajesh Kumar Singh,

Joint Commissioner Additional Commissioner,

O/a Commissioner, Staie Tax O/o Principal Commissioner,
(CGGST), Raipur, Chhattisgarh. CGST & Central Excise, Raipur(C.G)

Subject :-Chhattisgarh GST Act, 2017 ~ Advance Ruling U/s 98 Chhattisgarh GST Act, 2017 -

Advance Ruling U/s 98 scught by NM/s Gangaur Sweets, [GSTIN-22AFFPAS069M 121
31, Palace Road, Raigarh, Chhattisgarh, 496001 regarding supply of pure food items
such as sweetmeats, namkeens, cold drink and other edible items from sweetshop
which ailso runs a restaurant.

Read :- Application dated 27/12/2019 from M/S Gangaur Sweets, 31, Palace
Road, Raigarh, Chhattisgarh, 496001, {GSTIN-22AFFPA5069M111)

PROCEEDINGS
(/s 98 of the Chhattisgarh Goods & Services Tax Act, 2017 (herein- after referred to as
CGGST Act, 2017)]
No.STC/AAR/10/2019 Raipur Dated .| Z.../6/2020

M/S Gangaur Sweets, Raigarh, Chhattisgarh  [hereinafter also referred to as the
applicant] has filed an application U/s 97 of the Chhattisgarh Goods & Services Tax Act,
2017 seeking advance ruling as to whether its activity of supply of pure food items from
sweetshop who is also running a restaurant is a transaction of supply of goods or ¢
supply of service, on the nature and rate of tax applicable on the consumable items
supplied form ground floor of @ sweetshop/restaurant and regarding entitlement of
penefit of input tax credit with respect to the above supplies.

2. Facts of the case:-

(i) M/S Gangaur Sweets, Raigarh, Chhattisgarh [hereinafter alsc referred to as
the applicant] is primarily engcged in the business of supplying goods &
services both.

(ii) List of items supplied from a sweetshop & restaurant are sweetmeats.
namkeens, Dhokla, Paneer, Khoco, cold drinks, ice creams, chocolates bakery
items and other edible items.

(ifi) that, at present the applicant has opted for composition levy.
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(iv)

that,the applicant is primarily engaged in the business of supplying goods

and services both and seeks an advance ruling on the following questions / issues as

under:

{el] whether the supply of pure food items such as sweetmeats, namkeens, cold
drink and other edible items from sweetsnop which also runs a restaurant is o
transaction of supply of goods or a supply of service;

(o) what is the nature and rate of tax applicable to the following items supplied
from ground floor of a sweetshop in which restaurant is also located on the
first floor and whether the apnlicant is entitled to claim benefit of input tax
credit with respect to the same:

0]

(ii)

(iif)

Sweetmeats, namkeens, Dhokla, Paneer, Khoa etc. commonly known as
snacks, colddrinks, ice creams, chocolates, bakery items, mouth freshners
and other edible items;

Ready to eat{partially or fully pre-cooked/packed)items supplied from live
counters such as jalebi, cholabhatura and other edible items;

Takeaway order of sweetrmeats or namkeens by a person sitting in the
restaurant of a sweetshop when such products are not consumed within
the premises of the applicant but are takeaway.

(c) what is the nafure and rate of tox applicable to the following items supplied
from of a sweefshop in which restaurant is also located in the same place
and whether the applicant is enfitled to claim benefit of input tax credit with
respecft fo the same:

(1)

(if)

(iii)

Sweetmeats, namkeens, Dhokla, Paneer, Khoa etc commonly known as
snacks, cold drinks, ice creams, chocolates, bakery items, mouth freshners
and other edible items;
Ready to eat{partially or fully pre-cooked/packed)items supplied from
live counters such as jalebi, cholabhatura and other edible items:
Takeaway order of sweefmeats or namkeens by a person sitting in the
restaurant of a sweetshop when such products are not consumed within
the premises of the applicant but are takeaway.

3. Contentions of the Applicant:- The applicant states the following :-

The applicant contention is that as per the prevailing market strategy today it can beern
noticed that very often, two or more goods or a combination of goods and services ore
supplied together, because of the following reasons:

(i) A Sales strategy - fo atiract more customers.

(i) The nature or type of goods or services, which requires them to be bundled or
supplied together.

Under Service Tax this mechanism is called Bundied Service — which is rendering of
aservice orservices with another element of service or services. The service tax law

Page 2 of 10

W
\\' (
A



(1)

(2)

was dealing with pure services and not with goods per se. Now the cencept
infroduced is for goods also and is linked with the concept of Principal Supply.
Under GST law, supplies which are bundled with two or more supplies of goods or
services or combination of goocs and services are classified, with distinct
characteristics, as:

i. Composite Supply

fi.Mixed Supply

(1)

)

“composite supply” means a supply made by a taxable person to a recipients
consisting of two or more taxable supplies of goods or services or both or any
combination thereof, which are naturally bundled and supplied in conjunction
with each other in the ordinary course of business one of which is a principal

supply ;

“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
person for a single price where such supply does not constitute a composite
supply;

“principal supply” means the supply of goods or services which constitute the
predominant element of a composite supply and to which any other supply
forming part of that composite supply is ancillary;

That, as per the applicant interpretation of law sale of sweets, nhamkeens ,cold
drinks & other edible items through restaurants can be freated as composite
supply “ with restaurant supply being the principal service..

That, sale of sweets, namkeens, cold drinks & other edible items from sweetshop
counter can be treated as supply of goods with applicable GST rates of the
items being sold & input credit can be allowed on such supply.

Opinion of the concemed jurisdictional officer:-

The |urisdictional Assistant Commissioner, State GST, Raigarh Circle-1,
Chhattisgarh under his letter ®. /TN /ITBI3TT. /USH /2020 / 110 RIS,

fa=1® 30.01.2020 in reference fo the ruling sought by the applicant was of
the opinion that :-

On the first question raised by the applicant, the supply shall be treated as
supply of service and sweetshop shall be treated as extension of restaurant.
With regard to the second question, the rate of GST on aforesaid activity will
be 5% as on date, on the condition that credit of input tax charged on goods
and services used in supplying the said service has not been taken.
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All the items including take away items from the said premises shall attract
GST of 5% as on date subject fo the condition of non-availment of credit of
input tax charged on goods and services used in supplying the said service.
(iii) And in relation to the third question, the rate of GST on aforesaid activity will
be 5% as on date, on the condition that credit of input tax charged on goods
and services used in supplying the said service has not been faken.
All the items including take away items from the said premises shall attract
GST of 5% as on dote subject 10 the condition of non-availment of credit of
input tax charged on goods and services used in supplying the said service.

5. Personal Hearing:-

Keeping with the established principies cf natural justice, personal hearing in the
matter was extended fo the applicant anc accordingly their authorized representative
Shri Abhay Kumar Tiwari (Advocate) appeared before the authority for hearing on
30/01/2020 and reiterated their contention. They also furnished @ writfen submission

dated 30/01/2020 which has been taken on record.
4. The legal position, Analysis and Discussion:-

At the very outset, we would like to make it clear that the provisions for
implementing the CGST Act and the Chhattisgarh GST Act, 2017 [hereinafter referred 1o
as “the CGST Act and the CGGST Act” are similar and thus, unless a mention is
specifically made to such dissimilar provisicns, @ reference to the CGST Act would alsc
mean a reference fo the same provisions under the CGGST Act, 2017. Now we
sequentially proceed to discuss the issues involved in the ruling so sought by the
applicant and the law as applicable in fhe present case.

The applicant sought advance ruling o the points as under:-

6.1- whether the supply of puré food ifems such as sweetmears, namkeens, coid
drink and other edible items from sweetshop which also runs G restaurant is @
transaction of supply of goods or @ supply of service;

- whatis the nature and rate of tax spplicable fo the following items supplied from
ground floor of @ sweetshop in which restaurant is also located on the first floor
and whether the applicant is enfifled to claim benefit of input tax credit with
respect fo the same:!

O
Ly

(i) sweetmeats, namkeens, Dhokia, Paneer, Khoa etc. commonly known
as snacks, cold drinks, ice creams, chocolates, bakery items, mouth
fresheners and other ediblz items;

(i) Ready to eat(partially or fully pre—cooked/packed}ﬁems supplied from
live counters such as jaleb:, cholabhatura and other edible items;
{iii) Takeaway order of sweetmeats or namkeens by a person sitting in the

restaurant of a sweetshop when such products are nof consumed
within the premises of the applicant but are takeaway.




7.

(i)

what is the nature and rate of tax applicable to the following items supplied from
of a sweetshop in which restaurant is also located in the same place and
whether the applicant is entitled to claim benefit of input tax credit with respect
fo the same:
Sweetmeats, namkeens, Dhokla, Paneer, Khoa etc. commonly known as
snacks, cold drinks, ice creams, chocolates, bakery items, mouth
fresheners and other edible items;
Ready to eat{partially or fully ore-cooked/packed)items supplied from live
counters such as jalebi, cholaohatura and other edible items;
Takeaway order of sweetmeats or namkeens by a person sifting in the
restaurant of a sweetshop when such products are not consumed within
the premises of the applicant but are fakeaway.

In the aforesaid context, we find that the effective rates of GST for such food and
beverage services are governed by Nofification No.] 1/2017-Central Tax (Rate)
Dated-28/06/2017 read with Nofification No.44/2017-Central Tax (Rate) Dated-
14/11/2017 and Notification no. 20/2019-Central Tax {Rate) Dated-30/09/2019. /.
Having gone through the text of Notifications which prescribes the applicable
rate of tax on the activities relafing to Heading 9963 viz. food and beverage
services, we now proceed to look in to the issues raised by the applicant. On
going through the activifies as disclosed by the applicant in their application i is
seen that they are primarily engaged in the business of supplying goods &
services both i.e. they are in the business of supplying goods and services, having
GSTIN-22AFFPA5069M111) from their astablishment at 31, Palace Road, Raigarh,
Chhattisgarh. The applicant has mentioned that at the said premises they are

having a sweet shop with a restaurcnt at the first floor.

In orger to arive at a definitive conclusion as regards the issues involved we

would also like to go through the relevant orovisions of law and the same are covered
under section 2 of the Act ibid. The relevant portion of the same reads as under:

(30} “composite supply’ means a supply made by a faxable person fo a
recipient consisting of two or more taxable supplies of goods or services or both
or any combination thereof, which are naturally bundled and supplied in
conjunction with each other in the ordinary course of business one of which is
princinal supply:

[52) “goods" means every kind of movable property other than money and
securities but includes actionabtie claim, growing crops, grass and things
attached to or forming part of the land which are agreed to be severed before
supply ar under a contract of supply:
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[74) "mixed supply" means two or more individua!l supplies of goods or services,
or any combination thereof, made in conjunction with each other by a taxable
person for a single price where such supply does not constitute a composite
supRly;

(90} “principal supply” means the supply of goods or services which constitutes
the predominant element of o compaosite supply and to which any other supply
forming part of that composite supply is ancillary:

[102] “services' means anything olher than goods, money and securities bui
includes activities relating to the use of money or ifs conversion by cash or by
any other mode, from one form, curency or denomination, to another form,
currency or denomination for which o separate consideration is charged;

% As already mentioned above we iind that the applicant has a sweetshop in the
ground floor and a restaurant at the first floor of the same building. In a case where two
¢ more goods or a combination of goods and services are involved or supplieg
ingether earlier under the Service Tax regime this mechanism was called bundied
service which is rendering of @ service or services with another element of service of
services, wherein service tax law dealt with pure services and not with goods per se. In
the changed regime of GST the concept infroduced dealt with goods as well and is
iinked with the concept of Principal Supply. Under GST law, supplies which are bundled
'-«"i?'h two or more supplies of goods or senices or combination of goods and services
classified, with distinct characteristics, as {i} Composite Supply (i} Mixed Supply. As
alret *uy discussed, Composite supply Is ore where two or more goods or services or
coth are fogether, in a natural bundle and in a normal course of business, provided one
of which is a principal supply. However, principal supply will be that supply which is
oredominant over other supplies. This means that the goods and services are bundled
owing to natural necessities. The composite supply is Taxed at the rate applicable to the
arincipal supply whereas a mixed supply means two or more individual supmies
icods of service, or any combination thereof, made in conjunction with each other bv
xable person for a singie price where such supply does not constitule bomposm—;
suoply. It means eoch of thesa items can be supplied separately and is nof dependent
on any other. In Mixed Supply, the combination of goods, and/or services is not
bundled due to natural necessities, and they can be supplied incividudlly in the
ordinary course of business, Thus in order to identify if the particular supply is a Mixed
Supply, the first requisite is to rule out that the supply is a composite supply. A supply con
'r;:(—'= a mixed supply only if it is not a composite supply. As a corollary it can be said that
f the fransaction consists of supplies not naturally’ bundled in the ordinary course of
cusiness then it would be a mixed Supply. Once the amenability of the transaction as ¢
composite supply is ruled out, it would be ¢ mixed supply, classified in terms of a supply
of goods or services attracting highest rate of tax.

\
T
i

7.2 For the supplies made from restourant there beirlt:j supply or preparation and
sale of food and serving the same there exist {i) Supply of two or more goods or services
or both together (i) Goods or services or both are usually provided together in the
normal course of business, having all the ingredients of a composite supply. In this
regard Schedule |l of the Act inid and the relevant portion of the same read as under:
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SI.No.

~4

SCHEDULE N
[See section 7]

ACTIVITIES TOQ BE TREATED AS SUPPLY OF GOODS OR SUPPLY OF SERVICES

6. Composite supply

The following composite supplies shall be freafed as a supply of services,
nomely:-

(b) supply, by way of or as part of any service or in any other manner
whatscever, of goods, being food or any other arficle for human consumption or
any drink {other than alcoholic liquor for human consumption), where such
supply or service is for cash, deferrad payment or other valuable consideration.

On the basis of evidences as forthcoming from the applicant it is quite evident
that the activity of the applicant from their restaurant comes under the purview of
“restaurant services”, falling under Heading 9943 leviable to GST rates on services as
stipulated under Nofification No. 11/2017-Central Rate [Tax) dated 28.06.2017 {as
agmended time fo time] and the relevant port on of the same is as under:

Chapter, Section,
heading

Heading

9563
[Accommodation,
food and beverage
services)

Description of service

Supply, by way of or as part of any
service or in any other manner
whatsoever, of goods, being food or
any other article for human
consumption or drink, where such
supply or service is for cash, deferred
payment or other valuable
consideration, provided by a
restaurant, eating jcint including mess,
canteen, whether for consumption on
or away from the pramises where such
food or any other article for human
censumption or drink is supplied, other
than those located in the premises of
hotels, inns, guest houses, clubs,
campsites or other commercial places
meant for residenticl or lodging
purposes having declared tariff of any
unit of accommaodation of seven
thousand five hundred rupees and
above per unit per day or equivalent.

Expianation.- "daciored tadff” includes
charges for all amenities provided in
the unit of accommaodation {given on
rent for stay) like furniture, air
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conditioner, refricizrators or any other
amenities, but withoul excluding any
discount oifered on the published
chorges for such unh

Thus the rate of GST on aforesaid activity shall be 5% as on date. As regard to the issue
of admissibility of ITC credit, we find thot the applicant cannot avail credit on the GST
paid on the goods and services used in their said activity in ferms of aforesaid
netification.

7.4 Here we would also like fo clarfy that when the goods such as sweets,
ncamkeens, cold drinks ‘and other edible items are supplied to customers in the
restaurant or as takeaways from the restaurant counter which are being billed under
restaurant sales head these would necessarily fall under '‘composite supply' with
restaurant service being the principal supply, since supply of food in this case is naturally
bundied with the restaurant service. The taxability of all such goods supplied to or
through the restaurant will be governed by the principal service i.e. restaurant service
and GST rate with applicable conditions will also e applicable o all such goods alse.
input credit will not be allowed in such a case.

However in case where goods are supplied to customers through sweetshep
counter having no direct or indirect nexus with restaurant service i.e. any stand clone
customer who visit such sweet shop exclusively for purchase of any item of any quantity
across the counter without visiting the resiourant, the billings of such sales are also done
seoarately, such exclusive sales fo such exclusive stand dlone customer across the
counier cannot be clubbed with restaurant service, it being an exclusive fransaction of
suoply of goods independent of restaurant service. These sales do not satisfy the basic
requirement of a composite supply' i.e.' these cannot be treated as 'being naturally
oundled and supplied in conjunction with each other'. Such across the counter sales
from sweeishop definitely requires dissimilar treatment, it being completfely
independent of restaurant activity a: such supply would continue unhindered,
irespective of whether the restaurant s closed or open, either temporarily or
permanently. Hence such sales will be frected as supply of goods with applicable GST
rates on the items supolied / sold and for only such exclusive supplies input tax credi
stands admissible.

7.8 We would also like to nighlight here that in case the goods supplied from the
restaurant are billed under restaurant head then in such a situation such transaction will
purely depend upon the constituents of sach individual supply and as to whether same
safisfies the conditions/ingredients of a “composite supply’ or 'mixed supply', as defined
under section 2(30) and 2(74} of the CGST Act respectively. Needless to point out here
that for the said across the counfer transactions from sweetshop to attract the
freatment as discussed above, it is of parcmount importance that the said sweetshop
and restaurant must necessarily funcfion from two distinguishable and distinctly
demarcated separate parts of the said registered premises of the applicant and further
that both the said sweetshop and restaurant also maintains separate accounts as well
Us separdate oillings for The said two types of business.

8. Having regard to the facts and circumstances of the case and discussions as
cbove, we pass the following order:-

e
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ORDER
{Under section 98 of the Chhattisgarh Goods and Services Tax Act, 2017)

No.STC/AAR/10/2019 Raipur Dated .1:...../6/2020

The ruling so sought by the applicant is answered as under:

{1l if the applicant opts for continuing with composition scheme under GST law, the
orovisions as stipulated under Section 10 of the CGST Act 2017 will be applicable for all
the supplies made by the applicant and accordingly the applicant is not dliowed fo
collect composition tax from the recipient of supplies, and neither are they allowed to

take Input Tax Credit.

{23 Iif the applicant opts not to continue with composition scheme under GST law,

then-

li} Supply / sale of sweets, namkeens, cold drinks and other edible items through
restaurant by the applicant aptly falls under chapter heading 9943, thereby being
reated as ‘composite supply’ with restaurant supply being the principal service.
Applicable GST rates @5% [2.5% CGST + 2.5% SGST], on restaurant service will aiso be
opplicable on all such sales from restaurant and no input 1ox credit would be available.

(il Supply / sale of sweets, namkeens, cold drinks and other edible items from
sweetshop counter will be treated as supply of goods with pplicakle GST rates of the
itermns being sold and input tax credit would be available on such supply, provided
separate bills, invoices and accounting records are maintained by the applicant.

i The applicant must necessarily maintain separate records for restaurant and
sweetshop with respect to all input and output supply. There should also be separaie
bill, invoices and accounting records for restaurant and sweeishop.

Piace: - Raipur

Date-12/ ¢ € [)_.;;.-25"
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Sonal K. Mishra Rajesh Kumar Singh
(Member) (Member)
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Copy to: CHHATTISGARM, RAIPUR CHHATTISGARH, RAIPUR

1. Applicant,
2. The Commissioner, {CGGST)

3. The Principal Commissioner, (CGST)

4. The jurisdictional officer, Raigarh Circle-1
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