Service tax applicability on CSO s’
Service tax applicability on CSO s’(i.e. NPO s’):

Presently service tax is applicable on almost 107 types of services. These range from C.A. services, Co. secretary’s services, insurance auxiliary services, business support auxiliary services and others. Through amendments in Finance act 1994, the area and scope of service tax has increased gradually over last 15 years.

Present service tax laws charges service tax either on the types of services provided OR in some cases the qualification of service providers are laid down.

Issue of applicability of service tax on societies/public trusts spending public moneys /grants:

1. Present service tax per-se does not exempt society / public trust from service tax liability. There is a circular no.-84/2/2006 dated 19-9-2006 (copy enclosed) which has specifically clarified that “exemption under the Income Tax act on the ground of being a public charitable institution is of no consequence to levy of service tax. Levy of service tax is entirely governed by provisions of service tax and the status of the service provider is not important, unless stated explicitly in the act.  
2. Exercising powers u/s 93 of Finance act1994, Central Govt. has exempted certain services provided by way of notifications, as discussed herein below. 
2.1. Commercial coaching or training centre(s) registered as societies / trusts are exempt but only when these centre(s) provide vocational training or recreational trainings( vide Notification no.: 24/2004-ST dated 10-9-2004). (copy enclosed)
2.2. Business auxiliary services when related to agricultural, printing, textile processing, or education is exempt from service tax under 65(19)(vi), Vide Notification No- 14/ 2004-ST dated 10-9-2004 (copy enclosed). This notification is useful in case a NGO is contracted by a corporate to carry out social development program in these fields. 
3. Instances of activities not covered by service tax:
3.1 In case of NGOs’ to whom moneys are provided for public advocacy projects, these services do not fall in neither of the taxable services categories as presently covered by laws.

3.2 In case of NGOs’ providing pre school education as contracted by the grantor, service tax is not levied as education is presently out of service tax coverage. 

4. Some CSO s’ also provide consultancies in various fields. These CSO s’ are liable to charge service tax on such consultancies. However, as a relief these CSO s’ can claim service tax credit on input services used. In case CSO is also rendering exempt as well as taxable services, there are two ways of claiming  such input credit:

Option 1 – 

· either maintains records linking input services with the out-put services;

Option 2 – 

· charge service tax @ 6% on the exempted services. 
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