
CENTRAL CONSUMER PROTECTION AUTHORITY

Krishi Bhawan, New Delhi - 110001

Case No. ССРА-2/89/2026-ССРА

In the matter of: Flavors by Element3 Pvt. Ltd. regarding levying of service charge

under the head "Staff Contribution", violation of consumer rights and unfair trade

practices.

CORAM:

Mrs. Nidhi Khare, Chief Commissioner

Mr. Anupam Mishra, Commissioner

Appearance:

Mrs. Rajini Krishnan, Founder and Director, Flavors by Element3 Pvt. Ltd.

Date: 14.10.2026

ORDER

1. The Central Consumer Protection Authority (CCPA) has taken cognizance of

the complaint received through email dated 05.03.2026 against Flavors by Element3

Pvt. Ltd. (The Restaurant), having its establishment at 462, Shri Krishna Temple Road,

Indira Nagar 1st Stage, Bengaluru - 560038. The complainant alleged that he had visited

the Restaurant on 04.03.2026 and that the Restaurant had levied a service charge under

the name "STAFF CONTRIBUTION" on a mandatory basis. An amount of Rs.93.25

on bill, which is equivalent to 5% of the bill value was added to the final bill and

collected without obtaining prior consent of the consumer. The consumer, in support of

his complaint, had attached the bill, which is annexed as Annexure-1.

2. It is pertinent to mention that vide judgement dated 28.03.2025 the Hon'ble

High Court of Delhi in National Restaurant Association of India & Ors. v. Union of

India & Anr. held that:

"All restaurant establishments would have to adhere to the guidelines passed

by the CCPA. If there is any violation of the same, action would be liable to be
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taken in accordance with law. CCPA is free to enforce its guidelines in

accordance with law."

Further the Hon'ble High Court had upheld the applicability of the CCPA guidelines

which is in the interest of consumers and declaring the levy of any mandatory service

charge as contrary to law and violates the guidelines.

3. The complaint dated 05.03.2026 is indicative of an unlawful levy of service

charge under the head "Staff Contribution", which may be unfairly impacting a wider

number of consumers as a class. The CCPA in exercise of power conferred under

Section 18(2) and Section 19 of the Consumer Protection Act, 2019 (the Act, 2019)

conducted a preliminary inquiry to examine the veracity of the claim made against the

aforementioned Restaurant.

4. In the preliminary inquiry, CCPA prima facie found, from the complaint, that

the Restaurant had levied service charge under the head "Staff Contribution” in the bill

despite the Hon'ble High Court of Delhi upholding the Guidelines to Prevent Unfair

Trade Practices and Protection of Consumer Interest with regard to levy of service

charge in Hotels and Restaurants, 2022 issued by CCPA (hereinafter referred to as

Guidelines, 2022). Considering that the bill is software generated, the practice might be

impacting a wider base of consumers visiting the restaurant thereby forming a class

action as envisaged in Section 10 of the Consumer Protection Act, 2019.

5. Based on the preliminary inquiry findings, CCPA issued a Show Cause Notice

dated 31.07.2026 to the Restaurant for violation of the Act, 2019 and Guidelines to

Prevent Unfair Trade Practices and Protection of Consumer Interest with Regard to

Levy of Service Charge in Hotels and Restaurants issued on 04.07.2022. The Restaurant

was directed to refund the service charge collected from the consumer and to show

cause as to why action should not be initiated against it for continued non-compliance

of the Guidelines passed by CCPA, which have been upheld by the Hon'ble High Court

of Delhi and under the Consumer Protection Act, 2019.
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6. In response to the said notice, the Restaurant submitted its reply vide email

dated 01.08.2026 stating as follows:

i. The Restaurant does not enforce any customer to pay the 5% service charge;

it is optional and the same is removed upon request of the customer;

ii. The customer who had submitted the invoice had misrepresented facts,

inasmuch as he did not pay the service tax and yet was claiming a refund; the

invoice and proof of payment made by him were enclosed and it was urged

that the consumer be penalised for the wrong refund claim;

iii. It was stated that restaurants in Bengaluru generally levy a service fee of up

to 10% and that the same is removed whenever the guest does not wish to

pay;

iv. The Restaurant placed reliance on the update dated 20.07.2022 issued by the

National Restaurant Association of India (NRAI), а copy whereof was

appended;

v. The Restaurant furnished the details of the customer (Name: Mr. Kalrav;

Phone: 9510226083) and stated that it is a Satvik certified restaurant and was

willing to meet and share the details of the Restaurant.

7. Upon examination of the response of the Restaurant, CCPA observed that the

matter required detailed investigation, as the Restaurant had sought to justify the levy

of service charge under the head "Staff Contribution" on the basis of the NRAI update

dated 20.07.2022, which was issued prior to the judgment of the Hon'ble High Court

of Delhi dated 28.03.2025 and cannot override the binding judicial pronouncement

upholding the Guidelines, 2022. The Guidelines, 2022 clearly provide that no hotel or

restaurant shall add service charge automatically or by default in the bill and that no

collection of service charge shall be done by any other name. It is also significant that

in the aforesaid reply, the Restaurant referred to the impugned charge as "Service Tax",

stating that the consumer "has not paid the Service Tax and is claiming a refund", even

though the charge was described as "Staff Contribution" in the bill itself and no such

statutory levy exists on restaurant bills. This indicates that even the Restaurant treated

the charge as a statutory impost, thereby misleading consumers in the manner observed

by the Hon'ble High Court of Delhi. CCPA was satisfied that there exists a prima facie

case of Unfair Trade Practice and violation of consumer rights under the Act, 2019
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along with the above-mentioned Guidelines of 2022 which impacted consumers as a

class.

8. In light of the above observations, CCPA vide letter dated 07.08.2026 directed

the Director General (Investigation) to conduct a detailed investigation.

9. The Director General (Investigation) submitted the Investigation Report dated

25.08.2026. The findings in the Investigation Report are as under:

i.

ii.

Deceptive Billing Practice: The Restaurant, vide Bill No. 56357 dated

04.03.2026, raised a bill showing a food subtotal of Rs.1,865.00, "STAFF

CONTRIBUTION" at 5% amounting to Rs.93.25, CGST of Rs.46.63, SGST

of Rs.46.63, round-off of Rs.0.49 and a total of Rs.2,052.00. The 5% "Staff

Contribution" was included as a payable item without the consumer's prior,

express and voluntary consent. The bill neither identifies it as optional nor

records the consumer's agreement. By adding it automatically, the Restaurant

required the consumer to identify and challenge the charge at the time of

payment. The assertions of the Restaurant that the amount supports staff

welfare, is removable on request and is disclosed on the menu do not establish

informed and affirmative consent. The option to remove a charge after it has

been added is not a voluntary opt-in and a general menu disclosure cannot

replace a clear choice before the final bill is generated. This practice

constitutes non-transparent and deceptive billing.

Unfair Trade Practice: The bill placed the 5% "STAFF CONTRIBUTION"

of Rs.93.25 alongside food charges and statutory taxes, creating the

impression that payment was obligatory. The claim of the Restaurant that

customers may ask the staff to delete the amount shifts the burden onto the

consumer to opt out of a pre-added charge; such an opt-out mechanism does

not establish free, informed and express consent. Automatic inclusion of a

staff contribution charge, followed by removal only upon objection, amounts

to an unfair trade practice under Section 2(47) of the Consumer Protection

Act, 2019, as it misleads consumers about the nature and necessity of the

charge and restricts their ability to make an informed, voluntary choice.

iii. Violation of Consumer Rights: Automatic addition of the 5% "Staff

Contribution" affected the consumer's right to receive accurate information
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about the actual and voluntary components of the amount payable and

increased the financial liability of the consumer. Subsequent removal after

objection does not erase the deficiency; the violation occurred when the

contribution was initially included as a payable component without the

consumer's prior, free and informed consent. The practice therefore infringes

the consumer's right to information and protection against unfair trade

practices under the Consumer Protection Act, 2019.

10. The Investigation Report submitted by the Director General (Investigation) was

shared with the Restaurant vide letter dated 01.09.2026, with a request to furnish its

comments within 7 days and an opportunity of hearing was also provided to the

Restaurant on 15.09.2026 at 04:00 PM under Section 20 and 21 of the Act, 2019 before

passing an order.

11. Neither any written response/comments were received from the Restaurant

within the stipulated time, nor did any authorised representative appear on behalf of the

Restaurant during the hearing scheduled on 15.092026.

12. In the interest of natural justice, the CCPA afforded one final opportunity to the

Restaurant vide letter dated 18.09.2026 and the matter was re-listed for hearing on

23.09.2026.

13. On 23.09.2026, Mrs. Rajini Krishnan, Founder and Director of the Restaurant,

appeared before the CCPA and submitted as follows:

i. That she had submitted all the documents called for, including the Certificate

of Incorporation, the invoice containing the staff contribution and proof of

payment; that the staff contribution was removed when the consumer declined

to pay it, whereinafter the consumer paid a sum of Rs.1,958.00;

ii. That the terminology of "staff contribution" is in standard practice among

restaurants in Bengaluru, that the amount was distributed to the staff and that

the staff were happy with the arrangement;

iii. That the Restaurant had acted in accordance with the update issued by NRAI

on 20.07.2022, pursuant whereto the levy was voluntary and was removed

whenever the customer did not wish to pay;
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