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COMPOSITE SUPPLY UNDER GST 
With the introduction of the Goods and Services Tax (GST), the basic fundamentals of taxation under 

the indirect taxes has undergone a massive change. For instance, transactions which would have been 

chargeable to tax separately in earlier regime of indirect taxation may get treated as “composite 

supply”.   

Composite Supply as per Section 2 (30) of CGST Act means “a supply made by a taxable person to 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 a principal supply”. 

 

What is Bundled Supply? 

 

A bundled supply is a combination of goods and/or services. This concept was mainly found in service 

tax where a bundled service meant a combination of two or more services. 

How to Determine if it is naturally Bundled? 

The question of bundled supply in the ordinary course of business depends on the normal practices 

followed in the industry. Here are some ways to identify them: 

If buyers mostly expect such services to be provided as a package, then the package will be treated as 

naturally bundled. 

For example, most business conventions look for combination of hotel accommodation, auditorium 

and food. 

2. If most of the service providers in the industry provide a package of services then it can be 

considered as naturally bundled. For example, air transport and food on board is a bundled service 

offered by most airlines. 

3. For example outdoor catering Service is bundle of supply of food articles and catering service  

How to determine if it is a composite Supply? 

A supply of goods and/or services will be treated as composite supply if it fulfils the following criteria: 

• Supply of 2 or more goods or services together AND 

• It is a natural bundle, i.e., goods or services are usually provided together in the normal course of 

business.  

• They cannot be separated. 

At what rate composite supply is taxable: The tax rate of the principal supply will apply on the 

entire supply. 

Eg: 1. Composite supply of works contract includes supply of goods and provisions of service. Overall 

supply shall be taxable at 18%.  

2. Where goods are packed and transported with insurance, the supply of goods, packing materials, 

transport and insurance is a composite supply and supply of goods is a principal supply; Tax liability 

will be the tax on the principal supply i.e., GST rate on the goods. 

 


