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The appellant is aggrieved by the order dated
29.01.2014 of the Commissioner (Appeals), Delhi-I. The
appellant have entered into the joint venture agreement with
AEGON, Netherland in order to enter a business of insurance
service in the name and title of AEGON Religare Life Insurance
Company Ltd. The joint-venture was originally between AEGON

and Ranbaxy. The appellant later substituted Ranbaxy. The
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dispute in the present appeal relates to tax liability of the
appellant on the consideration paid as reimbursement charges
to the joint venture partner (AEGON) for providing Bank
guarantee for capital protection in terms of the J.V.
Agreement. AEGON, Netherlands is obligated to provide
capital protection for the joint-venture, which they have done
through a bank guarantee. For that in terms of the
agreement, the appellant has to reimburse the charges for
obtaining the said guarantee. The Revenue held a view that
such charges paid by the appellant to AEGON shall be liable to
tax under the category of business support service. The lower
authorities affirmed such view and confirmed the tax demand

alongwith penalties.

2. The Id. Counsel contested the findings on the ground that
the transaction is part and parcel of joint-venture agreement
and in pursuance of business activity to set up and manage
such joint-venture. Transaction between partners of joint-
ventures will not qualify as transaction between service
provider and service recipient. He submitted that there is no
analysis by the lower authorities as to how the appellant have
provided any business support service to an independent

service recipient.

3. The Id. AR supported the findings of the lower authorities

and stated that the appellant is an independent company
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receiving service from AEGON, Netherlands and as such are

correctly taxed under Section 66A of Finance Act, 1994.

4., We have heard both sides and perused the appeal
records. The joint- venture agreement originally entered into
between AEGON and Ranbaxy dated 28.12.2006 provides for
capital protection. The guarantee has to be provided by
AEGON, Netherlands. They have provided the said capital
protection by way of LC of ABN Amro Bank. In terms of the
same J.V. Agreement, the appellant has to reimburse the cost
incurred for such LC. Admittedly, the transaction is in
pursuance of a joint-venture agreement for the joint business
between AEGON and the appellant. It cannot be construed
that AEGON supported the business of the appellant and
provided BSS. Both AEGON and appellant jointly promoted
their new business and in pursuance of such intention made
the capital protection arrangement and the payments are
towards such arrangements. There is no third party involved
and there is no relationship of service provider and service
recipient, as the activity is for the joint benefit of parties in
joint-venture. In effect, admittedly, these are part of shared
responsibilities. In pursuance of such a joint-venture, we find

no scope of tax liability in such arrangement.
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5. In view of the above discussion and analysis, we find no
merit in the impugned order. The same is set aside and the

appeal is allowed.

[Dictated and pronounced in the open Court]

(B. RAVICHANDRAN) (S.K. MOHANTY)
MEMBER (TECHNICAL) MEMBER (JUDICIAL)
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