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GOVERNMENT OF INDIA

MINISTRY OF FINANCE

OFFICE OF THE COMMISSIONER OF SERVICE TAX

6th Floor, MHU Complex, 692 Anna Salai, Nandanam, Chennai 600 035

Phone: 24323017; Fax: 24323046
Trade Notice No. 17 /2006  ST



              Dated :   3.11.2006

Sub : Circular No.86/4/2006-ST dated 1st Nov 2006 – Service tax liability on

         Institutes like IITs of IIMs charging fee for campus interviews  - reg.

Copy of the Circular No.86/4/2006-ST dated 1st Nov 2006 is communicated herewith for information and necessary action.

All the Trade Associations are requested to bring the contents of the Trade Notice to the attention of their members in particular, and the Trade and all others concerned in general.



(Issued from file C.No.IV/16/ 118 /2006 Tech)

 






       (B. RAVICHANDRAN)









           COMMISSIONER

To

As per mailing list

(Both Trade and Department)

Circular No. 86/4  /2006-ST

New Delhi, the  1st November, 2006

Subject: Service Tax liability on institutes like IITs or IIMs charging fee for campus interviews  -reg.



Educational institutes like IITs and IIMs charge a fee from prospective employers like corporate houses / MNCs, who come to these institutes for recruiting candidates through campus interviews.  A doubt has arisen as to whether these educational institutes fall in the category of ‘manpower recruitment or supply agency’ and accordingly, whether service tax is leviable on this fee.

2.
As per the provisions of the Finance Act, 1994, the ‘taxable service means any service provided or to be provided to a client, by a manpower recruitment or supply agency in relation to the recruitment or supply of manpower, temporarily or otherwise, in any manner’. The definition of ‘manpower recruitment or supply agency’, prior to 1.5.2006, was, “any commercial concern engaged in providing any service, directly or indirectly, in any manner for recruitment or supply of manpower, temporarily or otherwise, to a client.” However, w.e.f. 1.5.2006, the words “commercial concern” have been replaced by the words “any person”.

3.     The issue that requires resolution is whether such educational institutes fall within the definition of ‘manpower recruitment or supply agency’, and if so whether they were so covered even prior to amendment made w.e.f. 1.5.2006.

4.       The issue has been examined by the Board. A commercial concern is an institution / establishment that is primarily engaged in commercial activities, having profit as the primary aim.  It is not one / few isolated activities which determine whether or not an institution is a commercial concern.  It is the totality of its activity and the objective of its existence that determines the commercial nature of an institution as an ‘entity’ or a ‘concern’.  The principal activity of institutes like IITs or IIMs is to impart education without the objective of making profit. Therefore, these institutes cannot be called a commercial concern, even if on some of their activities (like holding campus interviews), they charge fee.  Accordingly, these institutes were not liable to pay service tax prior to 1.5.2006 under the category of “manpower recruitment or supply service”. As regards the period after 1.5.2006, decision should be taken after taking into account all material facts on case to case basis. 

5.
Trade and field formations may be advised accordingly.

6.
Hindi version follows.

F. No. 137/71/2006-CX.4






            Sd/-
(Gautam Bhattacharya)

Commissioner (Service Tax)

Telefax No.: 23092275
_986202033.doc
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