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Advance Ruling sought for

Whether the applicant, o Multi Speciality Hospital is
tiable to pay GST on supply of medicines, drugs and
ather surgicel goods from its | pharmacy io
fnpatients?

Whether the appficant, a Mufti Speciafity Hospitaf is
liable to pay GST on supply of medicines, drugs and
otfier surgical goods from its pharmacy to
outpatiernts?

Whether the applicant is liable to pay GST on supply
of incidemtal services as X ray, Clinical faboratory
etc rendered as part of heolth care service?

Whether the applicant is linhle to pay GST on supply
of implants and artificial limbs made during course
of tregtment to patients?

Dale of Personal Hearing

(5.09.2019

Authorized Bepresentative

Adv Sindhu Mangat . b

ADVANCE RULING No. KER/ 57 /2019 D1,05,09.2019

M/s. Baby Memarial Hospital Lid, is a multi speciality hospital engaged in providing

heakh care service to patients, supply of medicines and other allied services. In order to provide

health care services, the applicant is maintaining facilities; like full lledged hospital with all

infrastructure, Pharmacy, Clinical Laboraory, X Ray & Scanning facility, Ambulance services,

dietary services etc. As a provider of health care service, the applicant undertakes inpatient and

outpatient treatments. In this sector there is a conflict that, whether all services provided by a




hospital are to be bundled as a composite service ar each service and supply of goods is to be

ireated as individual transactions. Hence the applicant requested advance ruling on the following:

s  Whether the applicant, a Multi Speciality Hospital is figble to pay GST on
supply of medicines, drugs and pther surgical goods from its pharmacy to
inpatients?

s Whether the applicant, o Multi Speciality Hospital is lieble to pay GST on
supply of medicines, drugs and other surgical goods from its pharmacy to
putpatien(s?

o  Whether the applicant is liable to pay GST on supply of incidental servicgs as
' X ray, Clinical luboratory eic rendered as part of health core service?

o Whether the applicant is lighle to pay GST on supply of impfants and
ariificial limbs made during course of treatment to patients?

The authorized representative was heard. The applicant is a multi—disciplinary super
specialty hospital providing health care services. They provide health care services to patients
who are advised hospitalisation on the basis of registration. The health care services are provided
as Out-Patients or In-Patients considering the gravity of illpess. The hospital provides diagnosis
and treatiment to out-patients, The medicines are prescribed to them as part of Ireatment and care
far iliness. The supply of medicine are part of primary service, it will come under the category of

healih care services.

The in-patients are those who are admitted to the hospital for the required ‘treatment. The
in- patients are provided with stay facilities, medicines, consumables, implants, dietary food and
.other surgeries/ procedures required for the treatment. Supply of medicines cannoi be
distinguished as taxable or exempt on the hasis of whether treatment is provided as outpalient or
inpatient. It is pointed out tha health care service is classifiable under 9993, During pre-GST
ccenario health care services were exempted from taxation. Under GST also healih care services
provided by a clinical establishment, an suthorized medical practitioner or para medics are
exempted vide S1.Ne.74 of Notification No.12/2017-CT (Rate} Dt.28.06.2007. The medicines,
consumables and implants used in the course of providing diagnosis ot treatment to the patients
would be part of ‘composite supply’ of health care services vide classification 9993, Composile
supply would mean a supply made by a taxable person to a recipient consisting ofdwo or more
taxable sﬁpplies of goods or services or both or any combination thereof, which are naturally

bundled and supplied in conjunction with each other in (he ordinary course of business, one of




‘which is a principal supply. The applicant provides more than bwo taxable supplies such as
medicines, implants, consumables etc @s part of the health care weatmem to the patients.
Supplies of these services are part and parcel of the treatment and they are essentially required to
provide health care services. Each item comes under different {ax rates. Hence clarity is required
to know whether these transactions to be (axed under separate heads or are liable for taxation as

composite supply?

The issue is examined in detail. Health care services provided by a clinical establishment
an authorized medical practitioner or para medics are exempted vide $1.Ng.74 ?f- MNotification
Nu.12/2017-CT (Rate) Dt.28.06.2017. The word ‘clinical establishment’ means a hospital,
nuising home, clinic, sanatorium or any other institution by, whatever name called, (hat offers
services or facilities requiring diagnostics or treatment or care for illness, injury, deformity,
ahnormality or pregnancy in any recognized system of medicines in India or a place established
as an independent entity or as a part of an establishment to carry out diagnostic or investigative

services of diseases.

The in-patient services are classified as exempted service under the sub-group 9993 11.
Patients are only admitied to a hospital when they are extremely ili or have severe physical
traurna. As far as an inpatient is concerned, hospital is expected to provide care to the patient

which consists of visit and treatment by doctors, periodical visits by duty doctors, care by the

!
nurses, provisions of medicines as prescribed by the doctor, supply of other consummables as
reguired, conduct of pathological tests, tf necessary, conduct of Xray/Scanning if necessary,
supply of diet food etc under supervision till discharge from the hospital. The nature of the
various services in a bundle of services will 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 other services comhined with such service are in the nature of incidental or
ancillary services which help in better utility of main service. Hence the medicines, implants,
room provided on rent, dietary food advised by nutritionists etc used in the course of providing
health care services to the patients admitted (or diagnosis or treatment in the hospital or clinical
establishment is undoubtedly naturally bundled in the ordinary course of business, The patients
are expected to receive health care services by way of appropriate medicines as well as relevant

consumables or implants required to make sure that an appropriate diagnosis or the best possible




treatment is given, Hence the medicine and allied gonds supplied to inpatient are indispensable

items and it is a composite supply to facilitate health care services,

As per Section 2{30) of the CGST/SGST Act, 2017, “composite supply” means a supply
made by a taxable person to a recipient consisting of twa 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.
As per Section 2(80) of the CGST/SGST Act, 2017, “principal supply” means the supply of
goods or services which constitutes the predominant element of a composile supply and to which
any other supply forming part of that composite supply is ancillary. Section 8 of the CGST/SGST

Act, 2017 prescribes the tax liability on romposite and mixed supplies. Section B reads as

follows;

‘“The (ax liability on a composite or a mixed supply shall be determined in the following manner,
namely:— (a) a composite supply comprising two or more supplies, one of
which is a principal supply, shall be treated as a supply of such principai
supply; and {b) a mixed supply comprising two or more supplies shall be
treated as a supply of that particuiar supply which attracts the highest rate of

LI

tax.

This authority has already given a Ruling in the case of M/s. KIMS Healthcare
Management Ltd, M/s. Rajagiri Yealthcare and Education Trust, M/s. Ernakulam Medical Centre
Pvi Lid, Mis. Kinder Women Hospital and Fertility Centre Pvt Ltd, M/s. Kindorama Healtheare
Private Ltd, Starcare Hospital Kozhikode Private Ltd eic (¢ the effect that the supply of medicines
'and aliied items provided by the hospital through the pharmacy to the in-patients is part of

composite supply of health care treatment and not separately taxable.

Regarding issue on the liability to pay GST on supply of incidental services as X 3y,
Clinical laboratory etc rendered as part of health care service, this authority has already given a
Ruling in the case of M/s. Medivision Scan and Diagnostic Research Centre Pvt Ltd, that as per
SRO.Ng.371/2017 vide sino.74 {Notification No.12/2017-CT [Rate) di1d.28-06-2317), services
by way of diagnosis come under the category of health care services covered under SAC 9983 in
connection with health care services provided by a clinical establishiment and ate, therefore,

exempied.



. ¥

Regarding the issue on the supply of artificial body parts / devices such as heart valve,
artificial kidney, artificial joints, coronary stents elc which are implanted in the body essentially
hy means of a surgical procedure can be classified as a composite supply where the principal
supply is of healthcare services. Supply of goods like wheel chairs, tricyeles etc to the patients
will not come under the classification of health care services. In casc of artificial body parts /
devices which are worn / attached / fitted / tastened to the budy for which a surgical procedure
may or may not be required; the nature / taxability of supply has (o he determined on a case to
case basis considering the facts and circumstances of each case. Hence a general ruling regarding

the nature or taxability of such supplies cannot be issued.

In view of the observations stated above, the following rulings are issued: '

o Whether the applicant, a Multi Speciality Hospital is liable to pay G571 on
supply of medicines, drugs ond other surgical goods from its pharmacy to
inpatients?

The supply of medicines, diugs and other surgical goods from its pharmacy to in-patients
are in the course of providing health care services which are naturally bundled and are
provided in conjunction with each other, would be considered as “Composite Supply” and

eligible for exemption under the category ‘health care services’.

e Whether the applicant, a Multi Speciality Hospital is fiable to pay GST on
supply of medicines, drugs and other surgical goods from its pharmacy to
ouipatients?
. *
The supply of medicines, drugs and other surgical goods by the hospital from its
pharmacy to out-patients as part of health care services is a taxable supply of goods and

thereby G5T is applicable.

o Whether the appticant is lfable to pay GST on supply of incidental services as
X ray, Clinical laboratory etc rendered as part of health care service?

As per SR0O.No0.371/2017 vide sl.no.74 {Notification No.12/2017-CT {Rate) dtd.28-06-
2017}, services by way of diagnosis come under the category of health care services

covered under SAC 9992 and thereby exempted.

»  Whether the applicont is fioble to pay GST on supply of implants and

artificiaf limbs made during course of treatment to patients?
. #




B

The supply of artificial body parts / devices such as heart valve, artificial kidhey, artificial
joints, and coronary stents etc which are implanted in the body essentially by means of a
surpical procedure can be classified as a composite supply where the principal supply is of
healthcare services. In case of arificial body parts / devices which are worn / attached /
fitted / fastened Lo the body for which a surgical procedure may or may not be required;
fhe nature / {axability of supply has to be determined on a case 10 case basis considering

the facts and circumslances of each case.

The supply of goods like wheel chairs, tricycles et Lo the patients cannot be considered as
a composite supply where the principal supply is health care services and accordingly will be

liable to ST as individual supply of goods.
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