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Per Shri S. S. Godara:

This assessee’s appeal for assessment year 2014-15 arises against the
Principal Commissioner of Income Tax, Kolkata dated 13.06.2018 involving

proceedings u/s 263 of the Income Tax Act, 1961 (in short ‘the Act’).
Heard both the parties. Case file perused.

2. Case file suggests that the PCIT has assumed section 263 revision
jurisdiction in facts of the instant case whilst annulling the regular assessment
dated 13.06.2018 framed by the Assessing Officer only on the ground that he had
wrongly held the assessee’s interest income of Rs.22,21,586/- earned on term
deposits with the District Central Cooperative bank Ltd. as eligible for section
80P(2)(a)(1) deduction. Learned PCIT holds that hon’ble apex court’s decision in
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Totgars Co-operative Sale Society Ltd. vs. ITO (2010) 322 ITR 283(SC) read with
section 80P(4) of the Act inserted in Finance Act, 2006 w.e.f. 01.04.2007 makes it

clear that the impugned deduction is not allowable in case of interest income derived
from co-operative banks. He is of the opinion that since the assessee had derived the
impugned interest income from a cooperative bank and therefore, the Assessing
Officer is required to frame a fresh assessment as per law. Learned CIT-DR strongly
supports the PCIT’s detailed discussion to the above effect that the assessee’s interest
income is not entitled for section 80P deduction. We find no force in Revenue’s
instant arguments. Hon’ble Gujarat high court’s judgment in Tax Appeal No.473 of
2014 CIT vs. Sabarkantha District Cooperative Milk Producers Union Ltd. has

rejected the Revenue’s very stand based on section 80P(4) amendment as follows:

"4.0. Now, so far as proposed question no. B i.e. whether the Appellate Tribunal has
substantially erred in upholding the order of the CIT(A) in deleting the disallowances of
Rs.1,42,19,5157- under Section 80(P)(2)(d) of the Act is concerned, it is required to be noted
that the assessee claimed deduction under Section 80(P)(2)(d) of the Act on the interest earned
on the fixed deposit with Cooperative Bank and the Societies and it has been found that as such
the income was received from the investment in Cooperative Societies and Cooperative Bank.

Considering Section 80(P)(2)(d) of the Act when the only requirement was that the income
should be received from investment in Cooperative Societies and the Cooperative Bank which in
the present case has been fulfilled, it cannot be said that the learned Tribunal has committed any
error in deleting disallowance of Rs.1,42,19,515/- under section 80(P)(2)(d) of the Act. We are
in complete ITA No.1891/Ahd/14 & 3 Ors. [The Peoples Co-Op. Credit Society Ltd. & Another |

agreement with the view taken by the learned Tribunal. Under the circumstances, proposed
question B is also answered against the revenue."

3. All these make it sufficiently clear that the PCIT’s action that the Assessing
Officer has erred in treating assessee’s interest income derived from deposits in
District Central Cooperative bank Ltd., is not sustainable in law. Hon’ble apex
court’s landmark judgment settling the section 263 revision jurisdiction in Malabar

Industries Co. vs. CIT [2000] 243 ITR 83 (SC) holds that before an assessment is

sought to be revised, it has to be both erroneous as well as prejudicial to interest of
the Revenue; simultaneously. We observe in view of foregoing legal position that
the Assessing Officer has not committed any error in accepting the assessee’s

section 80P deduction claim. We accordingly reverse the PCIT’s assumption of
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revision jurisdiction under challenge. The impugned regular assessment dated

26.02.2016 in question is restored.

4. This assessee’s appeal is allowed.

Order is pronounced in the open court on 11.12.2019.
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