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F. No. B'-112012016-TRU

rGovernment of lndra

Ministry of Finance

Department of Revenue

Tax research Unit
**rf*

Room No. 146G, North Block,
New Delhi,5th March 2018

The Principal Chief Commrssionersr'Chief Commissioners/ Principal

Commissic,ners/ Clommissioner of Central Tax (All) I

The Princilral Director Generals/ Director Generals (All)

N4adam/Sir,

Sgbiect: Joint Venture ---taxable services provided bv the members of the Joint
Venlure (J\/) to the JV and vice versa and inter se betlveen the members of the JV-;qgg

I am direc:ted to say thert in the Scrvice Tax regime, CBEC vide Circular No.

179 512014 ST issued iiom F.l{o. 1191512014-ST dated 24 September 2014 had clarified

that if cash calls are mercly transerction in nic;ney, thcn they are cxcluded frorn the definition

o1'senrice provided in Section 6:iB (44) of the Finance Act, i99,1. Whether a cash call is

nrerely a transaction in money and hence not in the nature of consrderatiorl lor taxable

sen'ice. rvould depend orr the tenns of the Joint Venture Agreernent, which n'rl.)' \ ar1' tiont

case to case. The Circular clarified that cash calls, sometimes, could be in the nature of

adr.,ance paylents made by rlembers to'uvards taxable services received fiom joint

venture(JV); and tirat payments rnade out of cash calls pooled by a JV towards taxable

seruices received liom a rnember or a third parry is in the nature of consideration and hence

attl'acts Serr,'ice Tax. The Circular ftnther stated that JV being an unirrcorporated temporary

association constituted for the lirnited purpose of canying out a specified project within a

tutrr' fiatne, a cornprehensive exanination of the rrarious JV agreements (at times, t.here

could be number of inter se agxeements between members of the JV) holds the key to
understanding of the taxation of transactions involving taxable services between the JV and

its uetnbers or inter-se between the members of a JV. 'fherefbre, officers in the l:-reld

formations wet'e a,lvised to caretully examine the leviability of service tax with referenc;e to

the specific termsiclauses of each JV agreernent.

2. In the Sen,ice Tax Larv, rsen,ice was defined as an activity canied out b)' a person

tbr another fbr co:nsideration fSection 658(41) of the Finance Act 1994]. Explanation 3 to
the said deflnition stated than an unincorporated association or a body of persons as the case

rnay be, and a mernber thereof shal1 be treated as distinct persons.
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3 GST is levied on rntra-StaLte and inter-State suppl.,'of soocs and se^.ic:e.s, Accorrlrns
to sectic'n 7 of CIGST Act. 2017. the erpression "supp1r"' incluces ail for's of suppl.r oi.
goods ol serv'ices or botir such as sale. transfer. barrer. erchange. lic.-ncc. rerLtal. leas: ir
disposal made or agreed to be macle for a considerailotr br.ii i-rg1.5,,n in ihe cour-sr (,r

furtherance of business, and tncludes actiYitres specifiecl Ln -schecLtic II to rlte CGS I \it.
2017. The definitt.on of "busines;s" in secrion 21 17; of CCiS.f .-\ct s,i:.res thal ,,f,175,,1ri:.rr

includes provision by a club, associatiort..;octen, ot titr.\ sLrc'it L',,.;cl', 'tot.:t strb.sct.il:tio,t.t.
any other consia'eration) o.f the.faci/iiles or bei'te/ii.:t to ttt; 1r1s77i,:ts7., The tern pel.sLrn ts
defined in section 2(8a) of the CGST ,\ct. 2017 to incl.rdc. an aisociatron oi per.sor\ -rr .r

body of individullls, wltether ittcotporated or not. in India or or-ltsrcie T:rclia. FLr-iir,-.r.
Schedule II of CGST Act.2017 enumerates activitres uh.ch i:re tLr 5,.: tr.e.ltcri a.! >ulll),.\ \,
goods or as supply* of sen'tces It statcs rn para I that ,;uapi.t :t.l ._gi.to,-i; i.', (yr ,!tiltiL()t.pL.)i-.i 

-,.
association or bodt' of persons to a tiletrtbei' tltereo.f-.fo'' c':ts,ii, ttcl'et', ecl pci.:;1t€tiI ot. ottjt,
valuable consideration shall be treated as supl11,of gorrcls. \ contoinr i.eadjne of the aborc
provisions of the Iarv impiies tl'tat supplr, o1'sen'rcer ':r' arr u1r11".orl.ol.atcd assocrarioii t r-

body of persons (,{OP) to a rnentber thereol'for casr. defen-ed F,e};nreltt or oiher r.aluabtc
consideration shall be treated as suppll'of seri.ices. The abor.r: entl^\. 111 Scheclr,rlc Tl i:
analogous to and drarvs strength frc'r'rr the prrovision in ,-\rricle -166t19.\llet of'lh..
Constinrtion according to u'hich a tax o:r thc saic or purc rasc ot'grods rncludes cr [d\ rrr. ":r.,
suppli'cf goods f.'' anl'uttincotp,'t'ated a.s.rci,rtr.rn o- l','.ir .'i I.L.r-u:r. o .i :t-cl'i-et :lrc .,
for cash. deferred payment or other raiuabie consrder:rtion

4. Therefore, the lar,i'with resard tr) levr,of GST on -(ci1'ice supr.iied bv rlerrbei-of'rri-r
unincorporated joint venture (iVi to the JV of to oth.r nrcntbers r1'r1:: J\-. oi'irr J\- ro rh-.

members, essentially remait-rs tire sante as it rlas under sen lce tar. Larr l-hr.rs. it 1s clani-i.ri
that the clarification given vide Board Circular \o. 179 ,< 201.1 - ST iiatcd 2-1.tl9.l0l.i jb ,1

in the cc,ntext of seruice tax is apprlicable tor the putp,l5s of lerv ot-GST'also. It is reiteratlrl
that the question rvhether cash cal1s are taxable or not u"il- entirel','dc:tencl on rhe iacis ar.ii

circumstances of each case. 'Ca:;h caiLs' are raised b1'an opcr':-.ir-ru nreinber oi rhe lrir:
venfure on other meilbers in proporlion to tireir pr3111;rpatinc rrtel'c:ts in thc oi:,:
venture(unincotporated) to rnect r:ite erpenditure on ihe rr:elatiolt-\ to be can'icd o'.ll iis prs;

the apprcved work programme and bud-ret TarabilLtv of cash ca11s cari be lirrtiler explalnc,l
bv the follorvins rllustrations.

Illustration.A; Thet'e are ,l ntentbet s ut titc ,Jl' irt:itr.littc tii(; (,r?i'ltiit,! rrietttbe;' ,ti:.;

each one c:ontribules Rs 100 os pcn't o.l'ther,'.sliiit'" .1 ttiiii' ,itliout/i ol Rs Jf)rt :i
collected.',flte operating ntentbe'r put'cltoset 7'161g11;.rit"t"r lor Ri .i00 lcti tlte .JI 'ri .,'
ttsed in oil .production.
Illustratiott.B; There are.,tr nternbet's ttt iite.Jl'!ttciticii'tg iire cllerairng nieutbc'' (ti,,t

each one c:ontribntes R.r Ia() us pet't al' lltert .slir,r r' .l t,ticti ;ittrotut! rl.i' lle lrll ;,.

collected. Tlle operutittg uternLer tltet'eoflel r/-tc'.r ,'i.r orr ,, t,i;iclttiie cuttr' p€r'16''ni;

exploratiotl and prodttctiort actit,iries ott t'eltoLf'o./ t,\e JI:
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4.1 Illustration A will not be the subject matter of 'ST/GST' for the reason that the

cperating mernber is not can'ying out an activity for another for consideration. ln Illustration

A, the money paid frtr purchase of machinery is rnereiy in the nattu'e of capital contribution

und is therefore a transaction in monev,

1.2 On the other hand, in lllustration B, the operating rnernber uses its own machinery

and is therefore providing'seryice'rvithin the scope of suppiy of CGST Act,2017. This is

because in this scenario, the operating member is recovering rhe cost appropriated towards

rr.rachinery and services fi'on'r the other JV members in their participating interest ratto.

5. Difficulty il'any, in the irnplementation of this circular may be brought to the noti,;e

of the Board.

Yours Faithfully'.

Harsh Singh

Technical Offi cer (TRIJ)

E rnai I : lt ;1.!q11ql-'.-rl "-rt:-q! $
f el: 01 1-230955.+i


