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USER DEVELOPMENT FEES WILL NOT ATTRACT SERVICE TAX 

The Hon’ble Supreme Court in this case at hand has dealt with the issue whether the User 

Development Fee (hereinafter referred as UDF) is a statutory exaction and whether Service 

tax will be imposed on the UDF. 

The Hon’ble Apex Court noted that Airport Authority of India (Major Airports) 

Developments Fees Rules, 2011 authorizes the collection of Development fees and for the 

same Escrow Account has to be made wherein the amount has to be deposited and this is 

monitored and regulated by the law. As part of Union Economic Policies, the upgradation and 

renovation of airports are funded through UDF. The Hon’ble Apex Court through the analysis 

concluded that no service tax will be levied on User Development Fee. 
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