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Na, J- 24/92014-CPU(pt)
Government of indig
Ministry of Consumer Affairs, Food and Public Distribution
{Department of Consumar Affairg)

Krishi Bhavan, Maw Delh
The 215t April, 2017

i ansure that consumers are Protected as per the provisions of the Consumer Prolection
Act. 1986 (hereinafter raferead as The Act):

Wheraas, a customer visiting = hotel or restaurant foe avalling its hospitality, which
includes buying the food & beverages and availing services connected therewith or
incidental thereta for consideration. fafls undar the definition of consumer as par the Act

Wheseas, It has come Ig the notice of this Depariment that some hotels and
festaurants are charging tips/gratuities from the cusiomers withaut their axpress consant
in the name of sarvica charges:

Whergas, it has also come to the notice of this Depariment that s0me customers
Rave been paying fips to wallers in addition 1o service charges under the mistaken
imprassion that seniee charge is @ part of taxes:

Whereas, if has also come ta the notice of this Department that in some cases
hetelsirestaurants arg resiraining customers from eniering the premises if they are nat in
prior agreement o Pay ihe mandatary servics charge;

Wherzas, public intarest has arisen due to a number of grievances reporied
against mandatory lavy of servica charges by the hotels and restaurants:

Now therafore, the Government considers il appropriate to clearly distinguish
between the fair and unfair irade practices in respect of safvice charges, charged by the
hatels/restaurantz, and issuas the following guidelines:

(1) A component of service is inherent in provisien of foad and beverages ordered by
8 customer. Pricing of the produc therefore is expected to cover bath the goods and
service components. ;

(2) Placing of an order by a customer amaounts to hisier agreemant to pay the prices
ed on the menu card along with the applicable taxes. Charging for anything other
than the afare-meantionad, without Bxpress consent of the customer. would amount to

unfair trade practics as defined under the Act, ?ﬁ
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(3] Tip or gratuity paid by & custamer is lowards hospitality received by himvher.
beyond the basic minimum service already contracted between him/her and the hotel
management. It is a separate transaction between the customer and the staff of the hotel
of restaurant, which is entered into, at the customer's discretion,

(4} The point of time when a customer decides to give a ip/gratully is not when helshe
enters the hotel/restaurant and also not when hefshe places histher order. It is only after
completing the meal that the customer is in a position o assess quality of service, and
decide whether or not to pay a tipigratuity and If so, how much. Therefore if a
hotelirastavrant considers that eniry of a customer to a hotalfrestaurant amounts io
hig'her implied consent 1o pay a fixed amount of service charge, it is not corract. Further
any restriction of eniry based on this amounis to & trade practice which imposas an
unjustified cost on the customar by way of forcing himsher to pay servica charge as
cendition precedent to placing order of foed and bevarages, and as such it fa¥ls undar
restrictive trade practice as definad under saction 2{1){nnn) of the Act,

(5)  In view of the above, the bill presented to tha customer may clearly display that
service charge is voluntary, and the service charge column of the bill may be laft blank
far the customer ta fll up before making payment.

(Bl A customer is entitled Io exercise hislher nghts as & consumier, o be heard and
redressed under provisions of the Act in casa of unfairfrestrictive trade practices, and can
approach a Consumer Disputes Radressal Commission/Forum of appropriate jurisdiction

(G.C. Rout)
Deputy Secratary ta the Government of India



