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AEA/ORDER

Per B R Baskaran, AM:

These cross-appeals are directed against the order dated 24.2.2014
passed by the Id.CIT(A)-26, Mumbai and they relate to the assessment
year 2010-11.
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2. The assessee is a Co-operative Society and Registered under the Co-
operative Societies Act, 1960. The object of the Society is to enable its

members to sale their earning and to obtain loan from the Society.

3. The issue contested by the revenue relates to the claim for
deduction u/s 80P of the Act. The assessee claimed deduction u/s
80P((2)(a)(i) of the Act. The AO took the view that the assessee falls
under the category of “Co-operative Bank” and accordingly by following
the provisions of section 80P(4) rejected the claim for deduction u/s 80P
of the Act. The Id. CIT(A), however, allowed the claim of the assessee

and hence the revenue has filed this appeal before us.

4, We have heard the parties on this issue and perused the record.
The Id. AR placed reliance on the decision of the Hon’ble Bombay High
Court in the case of Quepem Urban Co-operative Credit Society Ltd V/s
ACIT reported in (2015) 377 ITR 272 (Bom) and submitted that a Co-
operative Society transacting mainly with its members cannot be treated
as Co-operative Bank. The Id. AR further submitted that in the case before
the Hon’ble Bombay High Court, the assessee therein was providing credit
mainly to its members and transaction with non-members was
insignificant. Despite this fact, the Hon’ble Bombay High Court has held
that the assessee therein could not be treated as Co-operative Bank and
accordingly allowed the deduction u/s 80P of the Act to the said assessee.
The Id. AR further submitted that the assessee before us was providing a
credit only to its members and hence, the case of the assessee stands in
stronger footing. The Id. AR further placed reliance on the decision
rendered by the SMC Bench of Mumbai Tribunal, in M/s Jaoli Taluka
Sahakari Patpedhi Maryadit V/s ITO in ITA No.6627/Mum/2014 (AY-2010-
11) dated 10.8.2015, wherein the Tribunal, by following the decision of

Hon’ble Karnataka High Court in the case of Tumkur Merchants Souharda



3 2965/M/2014 and 3556/Mum/2014

Credit Co-operative Ltd. (2015) (230 Taxman 309) and also the decision
rendered by the Hon’ble Supreme Court in the case of Totgars Co-
operative Sale Society Ltd (2010) (229 CTR (SC) 209) held that the

deduction u/s 80P cannot be rejected to a co-operative society.

5. On the contrary, the Id. DR placed strong reliance on the order o f
AO.

6. Having heard the rival contentions, we notice that the issue raised
before us stands squarely covered by the decision of the Hon’ble Bombay
High Court of Bombay rendered in the case of Quepem Urban Co-
operative Credit Society Ltd (supra). Since the decision rendered by Ld
CIT(A) on this issue is in accordance with the binding decision of Hon'ble
Bombay High Court, we do not find any reason to interfere with his order

passed on this issue.

7. The appeal filed by the assessee relates to the decision of tax
authorities in assessing the interest income received from fixed deposits
under the head “Income From Other Sources”. This issue is squarely
covered in favour of the assessee by the decision rendered by the Hon’ble
Karnataka High Court rendered in the case of Tumkur Merchants
Souharda Credit Co-operative Ltd. (supra), wherein the Hon’ble High
Court has held that the interest income earned from deposits kept with
bank shall form part of “Business Income”.  Accordingly, the deduction
u/s 80P of the Act is allowable to the interest income as per the decision
passed by the Hon’ble Karnataka High Court. Accordingly, we set aside
the order of the Id.CIT(A) on this issue and direct the AO to assess the
interest income under the head “Income from business” and accordingly
allow the deduction u/s 80P of the Act.
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8. In the result, the appeal filed by the assessee is allowed and the
appeal of the revenue is dismissed.

Pronounced accordingly on  9th FEB, 2016.
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