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     ORDER 

 

Per Shri A.T.Varkey, JM 

This appeal filed by assessee is against the order of Ld. CIT(A) -3, Kolkata dated 

20.09.2017 for AY 2012-13.  

2. The following grounds of appeal has been raised by the assessee: 

“1) That on the facts and circumstances of the case, the learned CIT(Appeals) erred in 

confirming the action of the Assessing Officer in disallowing a sum of Rs.67,84,258/- on 

account of letting out of property to M/s. Reliance Industries Limited (being corporate 

member).  

2) That on the facts and circumstances of the case, the learned CIT(Appeals) erred in 

confirming the action of the Assessing Officer in disallowing a sum of Rs.47,95,163/- on 

account of service fees from M/s. Reliance Industries Limited (being corporate member).  

3) That on the facts and in the circumstances of the case, the Ld. CIT(A) erred in confirming 

the action of the Assessing Officer in disallowing Rs.3,27,676/- on account of letting out of 

property to M/s. Organon India Private Limited. 

4. That on the facts and in the circumstances of the case, the Ld. CIT(A) erred in confirming 

the action of the Assessing Officer in adding Rs.5,50,000/- received from Tapan Kumar 

Biswas. 
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5. That on the facts and in the circumstances of the case, the Ld. CIT(A) erred in confirming 

the action of the Assessing Officer in adding Rs.3,03,324/- received from M/s. Sai Media 

Ventures (P) Ltd. 

6. That on the facts and in the circumstances of the case, the Ld. CIT(A) erred in confirming 

the action of the Assessing Officer in adding commission of Rs.13,76,606/- received from 

Agarwal Merchandise.  

7) That on the facts and in the circumstances of the case, the learned CIT(Appeals) erred in 

confirming the action of the Assessing Officer in adding sponsorship/advertisement of Rs. 

77,90,076 received from various parties.  

8) That the appellant craves leave to add to and/or alter, amend, modify or rescind the 

grounds hereinabove before or at the hearing of this appeal.”  

3. Ground No. 1 is against the action of the Ld. CIT(A) in confirming the action of AO 

in assessing sum of Rs.67,84,258/- on account of letting out of property to M/s. Reliance 

Industries Ltd. a corporate member of the appellant-club and Ground no. 2 is against the 

action of the Ld. CIT(A) in confirming the action of the AO in assessing a sum of 

Rs.47,95,163/- on account of service fees received from M/s. Reliance Industries Ltd as 

appellant’s income chargeable under the head ‘Other Sources’ which did not qualify for 

application of principal of mutuality.  

4.   Brief facts of the case are that the assessee is a company registered under Section 25 

of the Companies Act, 1956 and which claims that its income is not taxable on the basis of 

the principle of mutuality, since its members are the contributors as well as users of the 

services rendered by the appellant-club and is therefore not a profit making body. In the 

assessment order the AO had considered the sum of Rs.67,84,258/- & Rs.47,95,163/- 

received on account of letting out of the property and service charges respectively from 

M/s. Reliance Industries Ltd. as income chargeable under the head ‘Other Sources’. The 

AO was of the opinion that even though the rent was received from the corporate member 

of the appellant club yet the principle of mutuality was not applicable in respect of such 

receipts because the premises let out to the corporate member were used by it exclusively 

for carrying out its commercial operations and therefore the principle of mutuality could not 

be extended to use of the property by a corporate member for its business purposes. 

Aggrieved, the assessee preferred an appeal before the Ld. CIT(A) who confirmed the 

action of the AO.  Aggrieved, the assessee is in appeal before us.   
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5. We have heard rival submissions and gone through the facts and circumstances of 

the case. It was the submission of the Ld. AR that the appellant during the relevant year had 

received Rs.67,84,258/- being rent received and Rs.47,95,163/- being service charges from 

M/s Reliance Industries Limited which was its corporate member. The Ld. AR submitted 

that in order to avail the principle of mutuality all that assessee is required to demonstrate is 

that the contributor and the user are same set of persons and the transactions are between 

the same set of members/ persons. The Ld. AR submitted that just as the appellant-club had 

let out certain specified areas in the building belonging to the appellant to M/s Reliance 

Industries Limited, the appellant similarly derived income from letting out the rooms to 

members for residential accommodation as well as letting out banquet / conference halls to 

its members for holding functions & meetings. Drawing attention to Page 33 of the paper 

book, the Ld. AR submitted that in respect of income derived from letting out of part of the 

premises in the form of club rooms and conference halls, the lower authorities had accepted 

the appellant’s claim for its non-taxability on the principle of mutuality but only in respect 

of the amount received from corporate member, M/s Reliance Industries Limited, the lower 

authorities did not accept the appellant’s contention that these were not taxable on the same 

principle. According to him it was improper on the part of the lower authorities to draw 

artificial distinction between the rent receipts from members for use of club rooms / halls 

and the rent received from corporate member for use of specified premises as its office.  In 

the alternate the Ld  AR submitted that the in the impugned order the AO assessed the 

service charges of Rs.47,95,163/- under the head ‘Other Sources’ whereas such income 

should have been assessed under the head ‘House Property’ because in terms of the 

agreement with M/s Reliance Industries Ltd, the appellant was not obliged to render any 

separate service or provide any specified amenities. The Ld. AR pointed out that under the 

agreement the gross rent of Rs.60/- per sq.ft. was bifurcated between Rs.36/- towards rent 

and Rs.24/-towards service charges. The Ld. AR also pointed out that as per clause (3) of 

the service agreement, the same was co-terminus with the license agreement under which 

the premises were given on rent to M/s Reliance Industries Ltd. He therefore submitted that 

since service charges was also paid at specified rate on per sq ft basis and there being no 

obligation on the appellant to render any service there against, in substance the amount was 

chargeable by way of rent and assessed under the head ‘House  Property’. He also drew our 
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attention to the appellate orders of the coordinate Bench of this Tribunal in appellant’s own 

case for AY 2008-09 in ITA No.1340/Kol/2012 in which this Tribunal had upheld the AO’s 

order in which the combined receipts on account of rent & service charges totaling 

Rs.78,49,798/- were held to be assessable under the head ‘House property’. Per contra the 

Ld. DR strongly relied on the order of the lower authorities. He also drew our attention to 

the order of this Tribunal for the AY 2008-09 in which the coordinate bench of this 

Tribunal had rejected the appellant’s claim for exclusion of rent and service charges income 

on the principle of mutuality. 

 

6. Having considered the rival submissions of the parties, we note that the first issue 

involved in these grounds i.e. applicability of principle of mutuality in respect of the 

receipts by way of rent & service charges from M/s  Reliance Industries Limited a corporate 

member of the appellant-club, is no longer res integra, qua the appellant. This Tribunal in 

its earlier order for AY 2008-09 rendered in ITA No.1340/Kol/2012 has already held that 

the principle of mutuality will not have application to the appellant’s transaction with M/s 

Reliance Industries Limited  for letting out its premises for the purpose of using the same 

for its business purposes. Since the factual matrix of the case and the legal provisions 

governing the principles of mutuali y have remained same in the year under consideration, 

we are not inclined to depart from the view already taken by this Tribunal in the appellant’s 

case for the latter year. Accordingly we uphold orders of the authorities below denying the 

benefit of mutuality principle in respect of receipts by way of rent & service charges from 

M/s Reliance Industries Ltd. 

 

7. We however find merit in the alternate submission of the appellant that the service 

charges received were nothing but by way of rent received for use of premises. From 

perusal of the service agreement we note that appellant was under no obligation to provide 

any service, facility or amenity to M/s Reliance Industries Ltd for earning service charges. 

Moreover we find that both the agreements were co-terminus and ran concurrently. It was 

expressly provided that the service agreement will remain valid so long as license 

agreement was in force. We therefore agree with the Ld. AR’s submissions that both rent & 

service charges were having the same character and both were being charged on per square 
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feet basis without incurring any corresponding expenditure. We therefore find in the Ld 

AR’s submission that both these receipts must be considered to be composite one and 

charged under the head ‘House Property’. We also find that in the AY 2008-09 in which the 

appellant’s claim for mutuality was rejected by the AO, the composite receipt by way of rent 

& service charges was assessed under the head ‘House Property’. In the circumstances the 

AO is directed to assess both the receipts on account of rent and service charges under the 

head ‘House Property’ in terms of Section 23 & 24 of the Act. Therefore, Ground No. 1 is 

dismissed and Ground No. 2 is partly allowed.  

 

8. Coming to ground no. 3 which is against the action of the Ld. CIT(A) in confirming 

the action of AO in assessing Rs.3,27,676/- on account of letting out of property to M/s. 

Organon India Ltd. 

 

9. Brief facts of the case are that the assessee had given on rent a portion of the 

premises to M/s. Organon India Ltd.  The assessee had terminated the tenancy in 2008 and 

the assessee filed eviction suit in 2010 to evict this company. Though the said company has 

deposited an amount of Rs. 5,80,879/- till 31.03.2011 under the legal advice, this amount 

was shown as ‘Liability’ in the appellant’s books. After 01.04.2011, the appellant did not 

accept any monies from M/s Organon India Limited as the appellant had instituted legal 

proceedings for its evic ion. In the impugned order the AO noted that in the Notes on 

Account the assessee had received Rs.5,80,879/- till 31.03.2011 which had been shown 

under the head Liability’. The receipt for the current year was not discussed in Notes on 

Accounts and therefore the AO opined that receipt of this amount was not disputed and no 

provision was created. Accordingly the AO made the addition of Rs.3,27,676/- which was 

confirmed by the Ld. CIT(A). Aggrieved, the appellant is now in appeal before us. 

 

10. We have heard the rival submissions and perused the material on record. At the 

outset the Ld. AR submitted that during the relevant financial year the appellant did not 

receive any sum from M/s Organon India Limited as alleged by the AO. Drawing attention 

to Notes to Accounts he submitted that till 31.03.2011 the appellant had received 

Rs.5,80,879/- from M/s Organon India Ltd and the same was shown as liability and 

requisite disclosure was made in the accounts. Subsequent to 31.03.2011, neither the 
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appellant  received any further sums from M/s Organon India Ltd nor was any sum received 

accounted by the appellant in its books for the relevant FY 2011-12. He further submitted 

that since M/s Organon India Ltd continued to remain in adverse possession of the property 

during the relevant year, deemed notional value of the property was also not assessable to 

tax in the appellant’s hands. He also submitted that ultimately the dispute with M/s Organon 

India Ltd was settled and the terms of settlement were evidenced in the Deed of Settlement 

dated 27.04.2018, copy of which was filed in the paper book at Pages 93 to 96. Referring to 

the said Settlement Deed, the Ld. AR pointed out that the entire arrears towards rent and 

maintenance charges for the period April 2008 to September 2018 were ultimately paid to 

the appellant in the FY 2018-19 and therefore it was being offered to tax in the current year. 

The Ld. AR also submitted that in assessments order passed for subsequent years u/s 

143(3), the AOs have accepted this factual position and no property income on notional 

basis has been assessed in the hands of the appellant. Per contra the Ld. DR relied on the 

orders of the lower authorities.  

 

11. After considering the rival submissions, we find sufficient force in the Ld. AR’s 

submissions. From Note No. 23.1 of the annual audited accounts of the appellant, we find 

that the assessee had made a disclosure about institution of legal case against M/s Organon 

India Ltd for vacating the club premises occupied by them. It was clarified that amount of 

Rs.5,80,879/- received t ll 31.03.2011 from M/s Organon India Ltd was shown under 

‘Liability’. We find that nowhere in the audited accounts copies of which are available at 

Pages 1 to 31 of the paper book there was an admission that Rs.3,27,676/- was received 

from M/s Organon India Ltd during FY 2011-12. We also note that even though the 

assessee had instituted eviction suit against the tenant it continued to retain possession and 

did not pay any rent. In the circumstances notional annual value of the property was also not 

assessable as the property was not capable of being let on the ground of adverse possession. 

We therefore hold that the authorities were not justified in assessing Rs.3,27,676/- under the 

head ‘House Property’. Ground No. 3 therefore stands allowed. 

 12. Ground No. 4 was not pressed and is therefore dismissed. 

 

13. Ground No. 5 is against the assessment of Rs.3,03,324/- received from M/s. Sai 

Media Ventures P. Ltd.  on account of hoarding rent under the head ‘Business income’. 
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Briefly stated facts are that according to AO, the assessee had received hoarding rent and 

assessee’s claim for application of mutuality principle was rejected by the AO and he 

assessed the income under the head ‘Business income’. On appeal, the Ld. CIT(A) upheld 

the AO’s order. Aggrieved the appellant is now in appeal before us. 

 

14.  Assailing the order of the lower authorities, the Ld. AR submitted that part of the 

premises were let out to M/s Tapan Art Centre and M/s. Sai Media Ventures P. Ltd. to 

enable them to display advertisements in the club premises. The Ld. AR admitted that in the 

return filed the appellant had excluded these receipts from the taxable income on the 

principle of mutuality. He fairly conceded that since the amounts were not received from 

the members, the principle of mutuality was not applicable. The Ld. AR submitted that the 

nature of rent received from M/s Tapan Art Centre and M/s. Sai Media Ventures P. Ltd. was 

one and the same. In the case of rent received rom M/s Tapan Art Centre, the lower 

authorities assessed the same under the head ‘House property’ whereas in the case of M/s 

Sai Media Ventures P. Ltd. it was assessed under the head ‘Business income’. The Ld. AR 

submitted that since the nature of receipts in both the cases being identical, the lower 

authorities be directed to assess the sum of Rs.3,03,324/- under the head ‘House Property’  

 

15. Having considered the submissions of both parties and orders of lower authorities, 

we find that the appellan  had received rent from M/s Tapan Art Centre and M/s. Sai Media 

Ventures P. Ltd amounting to Rs.5,50,000/- & Rs.3,03,324/- for letting out areas within the 

club premises where they were permitted to display advertisements. Since the 

advertisements were displayed for viewing by the members during their visit to club 

premises, the appellant claimed application of mutuality principle to such receipts as well. 

However at the time of appeal hearing, the ld. AR fairly conceded that on the given facts  

mutuality principle was not applicable to these receipts and in that view of the matter 

Ground No. 4 was not pressed. We however find that even though the nature of receipts in 

both the cases was identical, the lower authorities erred in differently classifying these two 

amounts under two different heads of income, which in our opinion was not appropriate. 

Since even in the case of M/s. Sai Media Ventures P. Ltd the amount was received for 

letting out specified area for display of advertisements, there was no reason for the AO to 
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assess the amount received from M/s. Sai Media Ventures P. Ltd under the head ‘Business 

income’ when in the case of M/s Tapan Art Centre the identical receipt was assessed under 

the head ‘House Property’. For the reasons set out in the foregoing therefore, the AO is 

directed to assess the hoarding rent of Rs.3,03,324/- received from M/s. Sai Media Ventures 

P. Ltd under the head ‘House Property’. Ground No. 5 therefore stands partly allowed.  

 

16. Ground No. 6 of assessee’s appeal is against the action of Ld. CIT(A) in confirming 

the action of AO in assessing commission of Rs.13,76,606/- received from M/s Agarwal 

Merchandise on the ground that principle of mutuality was not applicable.  

 

17. Brief facts of the issue are that the assessee has received Rs.13,76,606/- from M/s 

Agarwal Merchandise Tie-up Pvt. Ltd. which runs a grocery shop within the club premises. 

According to AO, as per the agreement between assessee and M/s Agarwal Merchandise, 

the assessee received 5% out of the sale proceeds received by M/s Agarwal Merchandise.  

The assessee has claimed the said amount as exempt under the concept of mutuality.  The 

AO did not accept the contention of the assessee and held that the concept of mutuality 

breaks down and since M/s. Agarwal Merchandise Tie-up Pvt. Ltd is operating with a profit 

motive and is pursuing an organized and systematic business activity in the premises of the 

assessee. The AO therefore assessed the receipt of Rs.13,76,606/-.  Aggrieved, assessee 

preferred an appeal before the Ld. CIT(A), who confirmed the action of AO.  Aggrieved, 

assessee is in appeal before us.  

 

18. We have heard rival submissions and gone through the facts and circumstances of 

the case.  We note that the appellant club had granted franchisee to Shri K.N. Agarwal in 

1993 for operating a shop within the club premises and in terms of the said agreement only 

the members of the club were entitled to use the facility of the club-shop for purchasing 

various items of provisions from the said shop. Except the members of the club, no member 

of the public could access or avail the facility of the shop run and operated from the club 

premises. The Ld. AR submitted that even though M/s. Agarwal Merchandise Tie-up Pvt. 

Ltd operated the shop on commercial principles, it paid license fees calculated at the rate of 

5% on the gross revenue/sales made from the shop. The Ld. AR pointed out that since the 

sale proceeds were realized by M/s. Agarwal Merchandise Tie-up Pvt. Ltd only from the 
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members of the club there was no breakdown on the principle of mutuality between the club 

and its members because the 5% amount received through M/s. Agarwal Merchandise Tie-

up Pvt. Ltd originated only from members of the club and not from anyone else. The Ld. AR 

further submitted that the assessee claimed benefit of mutuality principle in respect of 

commission income since 1993-94 which was allowed by the Revenue in all the past 

assessments except for AY 2007-08 and AY 2012-13 i.e. the year under consideration. 

Taking us through the appellate order of Ld. CIT(A)-XXXII, Kolkata dated 20.06.2014 for 

AY 2007-08 which is at Pages 68 to 81 of paperbook, the Ld. AR drew our attention to his 

findings wherein he had allowed the benefit of mutuality principle. He submitted that since 

in the present case the commission received represented 5% of the sums collected by M/s. 

Agarwal Merchandise from the members of the club only, he principle of mutuality was 

satisfied and therefore the sum of Rs.13,76,606/- was not chargeable as income of the 

appellant.  Per contra the Ld. DR fully relied on the orders of the lower authorities and 

claimed that since the amount was paid as commission by M/s. Agarwal Merchandise who 

operated the club store on commercial basis, the amount was rightly assessed as business 

income of the appellant-club and principle of mutuality was rightly denied. 

 

19. We have given our thoughtful consideration to the rival submissions and the facts 

involved in the present cas  It is noted that in terms of the Memorandum of Association of 

the appellant-club, one of the objectives is to deal with the property of the company for 

selling & distributing stores. It is in pursuance of this objective that the appellant-club 

entered into an agreement with M/s. Agarwal Merchandise Tie-up Pvt. Ltd permitting it to 

run a grocery store in the club solely for the benefit and use of its members. Out of the total 

sale proceeds derived from the members, M/s. Agarwal Merchandise Tie-up Pvt. Ltd is 

required to pay 5% commission to the appellant-club which in turn is utilized by the 

appellant-club for the benefit of the members. One way to view this fact is that by this 

agreement the appellant enforces a discount of 5% on the sales made by M/s. Agarwal 

Merchandise Tie-up Pvt. Ltd to its members. This receipt of commission by the appellant is 

therefore an indirect receipt from the club members. It may be true that M/s. Agarwal 

Merchandise Tie-up Pvt. Ltd is operating the shop on commercial basis but at the same time 

it is also clear that this is not a business arrangement for the appellant-club. M/s. Agarwal 
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Merchandise Tie-up Pvt. Ltd sells only to club members and therefore the commission 

realized by the club is indirectly received only from the club members and no one else, 

which in turn is utilized for the benefit of the members. From the foregoing facts it is 

therefore clear that there is no breakdown in the principle of mutuality because the 

contributors of the sums and the beneficiaries thereof remain same.  

 

20. It is common feature in case of organizations like clubs to provide food, beverages 

etc. at the club premises through third party vendors for which it enters into arrangement as 

discussed above for the benefit of the members. In consideration of permitting a vendor to 

operate within the club premises, it is common to charge a percentage of their revenues 

derived from the members as fees / commission which is then utilized by the club for the 

benefit of its members. This question whether such commission / fee qualifies for the 

benefit of mutuality principle in the hands of the club was considered by the coordinate 

Bench of this Tribunal in the case of ITO Vs Kamala Vihar Sports Club (36 taxmann.com 

55) and answered in favour of the assessee  The relevant extracts of the decision is as 

follows: 

 
“12. Considering the facts of the case in the light of the aforementioned two conditions, we 

find that in the instant case, there is no dispute so far as the identities of the contributors 

and the participators are concerned. What has been questioned by the Assessing Officer is 

that the profits of the institution are not fully for the benefits of its members inasmuch as the 

contributors/participators are deriving profits not only from themselves but also from 

outsiders  It is the say of the assessee that the banquet hall/ground are given only to the 

members of the club and their families. Further, only the members of their families and 

guests are allowed to participate in the club activities. These facts have not been disputed 

by the Assessing Officer simply because some professionals/contractors are engaged in 

organising the club activities from whom the club derives royalty/commission at fixed rate 

20 per cent. on total receipts, it cannot be said that the club is not eligible for exemption on 

the principles of mutuality. The hon'ble Supreme Court in the case of Bankipur Club Ltd. 

(supra) has held that (headnote) : "in the light of the findings of fact the receipts for the 

various facilities extended by the clubs to its members, as part of the usual privileges, 

advantages and conveniences, attached to the membership of the club, could not be said to 

be 'a trading activity'. The surplus-excess of receipts over the expenditure as a result of 

mutual arrangement, could not be said to be 'income' for the purpose of the Act".” 
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21. Keeping in view the facts as discussed in the foregoing and following the above cited 

decision of this Tribunal, we are therefore of the considered view that the commission 

received from M/s. Agarwal Merchandise Tie-up Pvt. Ltd out of the sales made by them to 

the club members was not chargeable to tax on the principle of mutuality. Accordingly the 

addition of Rs.13,76,606/- is directed to be deleted. Ground No. 6 is therefore allowed. 

 

22. Ground no. 7 of assessee’s appeal is against the action of Ld. CIT(A) in confirming 

the action of AO in assessing gross receipts by way of sponsorship/advertisement of 

Rs.77,90,076/- received from various parties and without giving set off for the 

corresponding expenses incurred. Briefly stated facts of the case are that the assessee, as a 

part of providing the usual club facilities to its members, organizes various events and 

festivals.  During the year the club organized various events for which the club received 

sponsorship/advertisements from 13 parties.  The AO has assessed the said receipts on gross 

basis under the head ‘Income from other sou ces’ by observing that the said amount was 

received by the assessee in its normal course of club activities. Aggrieved, the assessee 

preferred an appeal before the Ld. CIT(A) who although confirmed the action of the AO in 

assessing the income on gross basis but directed that the same be assessed under the head 

‘Profits & Gains of Business’. Aggrieved, the assessee is in appeal before us.  

 

23. We have heard rival submissions and gone through the facts and circumstances of 

the case.  We note that the lower authorities have held that the departmental expenses 

incurred for organizing club events pertained to activities of the club and therefore such 

expenses could not be considered as being incurred in relation to earning income by way of 

sponsorship fees / advertisement fees. The Ld. AR however submitted that the sponsorship / 

advertisement fees were received with the specific understanding that the amounts would be 

utilized for organizing specified events which are being sponsored by the sponsors or where 

the advertisements would be displayed at the events. The Ld. AR therefore submitted that 

there was direct and proximate nexus between the receipt by way of sponsorship / 

advertisement fees received from parties and corresponding expenses incurred on 

conducting events. Merely because in the books of accounts maintained the expenses were 

accounted department-wise, such manner of accounting presentation could not deny the 
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appellant the benefit of deduction of the expenses incurred against the corresponding 

receipts. The Ld. AR submitted that in the appellant’s own case for the AY 2009-10 the AO 

had similarly assessed the sponsorship fees / advertisement fees on gross basis and on 

appeal this Tribunal in its order dated 02.12.2016 in ITA No. 339/Kol/2013 for AY 2009-10 

had directed the AO to allow all expenses permissible as deduction against the sponsorship 

fees / advertisement fees. The Ld. AR further submitted that even though similar 

sponsorship fees / advertisement fees were received in the earlier as well as subsequent 

years, the Revenue had never denied the benefit of netting off of these receipts against the 

department-wise expenses. The Ld. AR also drew our attention to the assessment 

proceedings recently concluded for the AY 2016-17 in which the AO had allowed the 

benefit of netting off the sponsorship fees / advertisement fees against department-wise 

expenses and thereafter assessed the total income. Per contra the Ld. DR supported the 

orders of the lower authorities. 

 

24. Having considered the submissions of the parties, we find merit in the submissions 

of the Ld. AR that the receipts by way of sponsorship fees / advertisement fees cannot be 

construed to be income in itself. What is chargeable to tax under the law is not gross receipt 

but the income embedded therein. In order to arrive at the income it is necessary to deduct 

the corresponding expenses incurred for earning the receipt. It is always the excess of 

receipt over corresponding expenditure which is considered as income for the purposes of 

levy of tax. In the case of the social organizations like clubs, events or festivals are 

organized for the benefit of members. Keeping in mind the fact that a large congregation of 

people is assembled, the corporate are interested in deriving advertising mileage by 

participating in these events or festivals in the form of sponsors. Accordingly it is a 

customary practice for the corporate to sponsor such events so that public relation 

opportunities for advancing their business interests are achieved. Accordingly the 

sponsorship fees are paid to enable social organizations like clubs to meet part of the costs 

that they incur for organizing the events or festivals for their members. Being sponsors 

these corporate are also permitted to display their advertisements or promote their products 

at these events. Having regard to these facts, we are of the considered opinion that the lower 

authorities were unjustified in considering the receipts by way of sponsorship fees / 
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advertisement fees in isolation and without allowing the benefit of set off of the department-

wise expenses accounted in the books of the appellant. We also note that in all the past 

assessments as well as in the subsequent assessments the Revenue had allowed the benefit 

of netting off of receipts against expenses and only the net amount was considered for 

taxation purposes without allowing the benefit of mutuality principle. It was only in AY 

2009-10 when the AO did not allow the benefit of netting off but on appeal this Tribunal in 

in their order rendered in ITA No. 339/Kol/2013 allowed the deduction for department wise 

expenses by observing as under: 

 

25. Following the same, we direct the AO to allow the deduction for department-wise 

expenses against the sum of Rs.77,90,076/- received by way of sponsorship fees / 

advertisement fees and only the net income, if any, shall be charged to tax under the head 

‘Other Sources’. Ground No. 7 is therefore allowed   

 

26.   In the result, the appeal of the assessee is partly allowed. 

 

Order pronounced in the open court on  3
rd

 June, 2019 

 Sd/-          Sd/- 

(Dr. A. L. Saini)        (A. T. Varkey) 

Accountant Member        Judicial Member 

    Dated: 3rd  June, 2019 

Jd.(Sr.P.S.) 

Copy of the order forwarded to: 

1 Appellant –The Saturday Club Limited, 7, Wood Street, Kolkata-700 016.  

2 Respondent – DCIT, Circle-8(2), Kolkata

3 

 

4 

 

5 

CIT(A)-3, Kolkata. (sent through e-mail) 
 

CIT              , Kolkata 

 

DR, Kolkata Benches, Kolkata (sent through e-mail)

 

  
 

  

/True Copy,          By order, 

    Assistant Registrar  
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