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PER WASEEM AHMED, ACCOUNTANT MEMBER: 
  
 

The captioned appeal has been filed at the instance of the Assessee against 

the order of the Learned Commissioner of Income Tax (Appeals), National Faceless 

Appeal Centre, Delhi, dated 26/11/2021 arising in the matter of assessment order 

passed under s. 250 of the Income Tax Act, 1961 (here-in-after referred to as "the 

Act") relevant to the Assessment Year 2017-2018. 
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2. When the matter was called for hearing it was noticed that there was none 

appeared on behalf of the assessee despite the fact that case has already been 

listed for hearing. It is the trite law that assessee after filing the appeal should be 

vigilant enough to prosecute the same. But, we find that the assessee is not serious 

in pursuing the appeal filed by it. In the absence of any co-operation from the side 

of the assessee, we don’t find any reason to keep the matter pending before us. 

Accordingly, we decide to proceed to adjudicate the appeal after hearing the learned 

DR appearing on behalf of the Revenue.  

 

3. At the time of hearing, it was also noticed that there was a delay of 3 days 

in filing the appeal by the assessee. Considering the length of delay, the learned DR 

did not raise any objection if the same is condoned. Accordingly, we condone the 

delay and proceed to adjudicate the appeal filed by the assessee on merit.  

 

4. The assessee has raised the following grounds of appeal:  

1.   The Ld. CIT (A) has erred both in law and on facts of the case in confirming addition of 
Rs. 203120/- on the amount of interest received from Co.Op Banks without appreciating 
facts that co.op. banks are co.op society and any income received by any co.op society from 
any co.op society is eligible for deduction u/s 80P(2)(d) of the IT Act. 1961. Hon'ble CIT (A) 
has confirmed addition on the ground that co.op bank is not a co.op society and considered 
the status of co.op Bank as bank not eligible to claim deduction u/s SOP. The addition is 
unwarranted and not legal hence is required to be deleted. 
 
2.   The Ld. CIT (A) has erred both in law and on facts of the case in confirming addition of 
Rs. 100000/- on account of basic deduction granted to various co op society on the basis of 
nature of activities carried out by the society without justifying nature of activities carried 
out by the appellant for members of the society hence addition made is unwarranted and is 
required to be deleted. 

 

5. The only issue raised by the assessee is that the learned CIT-A erred in 

confirming the order of the AO by sustaining the disallowance of the deduction 

claimed by the assessee under section 80P(2)(d) of the Act with respect to the 

interest income from the co-operative banks.  

 

6. The facts in brief are that the assessee in the present case is a co-operative 

society and engaged in the business of providing credit facilities to its members. 
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The assessee in the year under consideration besides the income by way of interest 

from the members, has also shown interest income on the deposits made with 

Nationalized banks and co-operative banks amounting to ₹ 8,94,493/- only. The 

assessee on such interest income claimed deduction under section 80P(2)(d) of the 

Act. However, the AO was of the view that such interest income was not eligible for 

deduction under section 80P(2)(d) of the Act as the same is not arising from the 

deposits with the co-operative societies.  

 

7. On appeal, the learned CIT-A upheld the order of the AO.   

 

8. Being aggrieved by the order of the learned CIT-A, the assessee is in appeal 

before us. 

 

9. The learned DR before us submitted that the assessee wrongly claim the said 

interest income as deduction u/s 80P(2)(d) of the Act, 1961. In this regard the 

provisions with regard to allowing deduction in respect of interest income earned 

by a co-operative society are contained in section 80P(2)(d) of the Income-tax Act, 

1961, which read as under : 

"in respect of any income by way of interest or dividends derived by the co-operative society 
from its investments with any other co-operative society, the whole of such income" 

 

9.1 According to the ld. DR, the provisions of the Act do not extend the deduction 

further, i.e., interest received from the investments made with co-operative banks.  

The learned DR vehemently supported the order of the authorities below.  

 

10. We have heard the ld. DR and perused the materials available on record. At 

the outset, we note that this tribunal in the case of The Uttar Gujarat Uma Co-op 

Credit Society Ltd. Vs. Income Tax Officer in ITA Nos. 1670 & 1671/Ahd/2018 for 

the Assessment Years 2014-15 & 2015-16 after due deliberations has decided the 

issue in favour of the assessee with respect to the interest income from the co-

operative bank. But the ITAT in the case cited above has not allowed any benefit to 
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the assessee with respect to the interest income from the nationalised bank. The 

relevant and detailed finding of the ITAT reads as under:  

9. We have careful l y considered the r iva l submiss ions.   The dispute 
concerns sect ion 80P of the Act which prov ides  for  deduct ion of  income of  
a co-operat ive society engaged in spec i f ied act iv i ty cata logued in Sect ion 
80P(2) of  the Act.    The princ ipa l  controversy in  the captioned appeal  is  
towards mainta inabi l i ty of  deduct ion under s.80P(2)(d)  of the  Act  in the 
hands of  the credi t co-operative society towards inte rest earned from 
deposi t placed with co-operative banks,  more so, in the l ight of  insert ion 
of  s.  80P(4) of  the Act  by F inance Act,  2006.  Thus,  the inc identa l  point in  
issue is whether the benef i t of  S.  80P denied to coop banks by the insert ion 
of  80P(4) adversely impacts the investment in such banks by a co-op soc iety 
or not?  It  is common knowledge that a  large number of co-op. societ ies  
place the ir surp lus with co-op. banks and seek benef i t of Sect ion 80P(2)(d)  
of  the Act on interest  income der ived.   Hence,  a nuanced understanding of  
the rag ing controversy is  st rongly needed.  
 
9.1 I t is predominant ly the case of the assessee that the co-operat ive 
banks essentia l ly continue to be co-operat ive soc iet ies and whi le ‘co-
operat ive societ ies ’  is  a genus term, the ‘co-operat ive banks ’  are species  
thereto.   Therefore,  such co-opera t ive banks are essent ia l l y co-operat ive 
soc iet ies notwi thstanding their  engagement in banking business.  
Consequently,  i t is  cla imed that the investment in co-operat ive banks are 
to be treated at par with investment in co-operative societ ies for the  
purposes of e l igibi l i ty  of deduct ion under  s.80P(2)(d) of the Act.  The 
Revenue, on the other hand, has contended that  in v iew of  def in it ion 
prov ided for  co-operat ive soc iet ies under Sect ion 2(19);  deduction provided  
under Sect ion 80P(2)(d)  r.w.s.  80P(4) of  the Act  is  not  ava i lable  to 
investment in a  co-operat ive  bank as such investment  cannot  be treated at  
par w ith the  investment in co-operat ive society.   I t  i s a lso contended on 
beha lf  of the Revenue that the provis ions of Sect ion 80P of the Act are 
founded on ‘pr incip les of  mutual i ty ’  i .e.  common ident ity between the 
contr ibutors and part ic ipators.   The deposi t in the co-operat ive bank lacks 
the degree of  proximity between the members  of the soc iety with that of 
co-operat ive bank and thus of fends thi s sacrosanct  pr incip le of mutual i ty.  
I t was thus contended that  interes t income by a co-operat ive society from 
a co-operat ive bank is not covered in the fo ld of Sect ion 80P(2) of the  Act.  
I t is further case of the assessee that exclus ion of co-op banks for  e l ig ibi l i ty 
of  deduct ion under S.  80P owing to insert ion of  S.  80P(4) does not,  in any 
manner,  take away the benef i t  avai lable under S.  80P(2)(d)  to an investor  
soc iety (exc luding co-op bank)  in a co-op bank which is a co-op soc iety for  
a l l  in tent and purposes whi le ca rrying on the funct ions of  a bank.  I t is thus 
padd led that while  a  co-op society funct ioning as a co-op bank is  not  
ent it led to benef i t of  80P owing to exclus ions  made, a  co-op society not  
being a co-op bank remains unaffected by S.  80(4) and can enjoy the 
benef i ts of S.  80P(2)(d) conferred on the societ ies on ful f i l lment of pre-
requisites.   
 
9.2 Before we proceed to deal  with the issue in hand, it  would  be apt  to 
quote the re levant  provis ions governing the controversy in hand.  
 
9.2.1 Sect ion 2(19) def ines the meaning of expression ‘Co-op Society ’  as  

under:   
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"co-operat ive society"  means a co-operat ive soc iety regis tered under 
the Co-operat ive Soc iet ies  Act ,  1912 (2 of  1912 ),  or under  any other 
law for the t ime being in force in any State for the  reg istrat ion of  
co-operat ive societ ies;  

9.2.2 Income under S.  2(24)  of the Act a lso inc ludes:   
the prof it s and gains of  any business of  bank ing ( inc luding providing 
credit  faci l i t ies)  carr ied on by a co-operat ive society with i ts  
members 

 
 
9.2.3 The re levant  port ion of S.  80-P governing deduction ava i lab le to 

co-operat ive societ ies is a lso quoted hereunder:    
 

 “Deduction in respect of  income of  co-operative societies.  

 

80P.  (1) Where,  in the case  of an assessee being a co-operat ive 
soc iety,  the gross total  income includes any income referred to in 
sub-sect ion (2),  there shal l  be deducted,  in accordance with and 
subject to  the provis ions of  this sect ion,  the sums specif ied in  sub-
sect ion (2),  in computing the tota l  income of  the assessee.  

 

(2) The sums refer red to in sub-sect ion (1)  sha l l  be the fo l lowing,  
namely :— 

(a)    in the case of a co-operat ive society engaged in— 
 

( i)  car ry ing on the business of  banking or providing credit  
faci l i t i es  to i ts members; or  

 
( i i )  a cottage indust ry ; or   
( i i i )  -- - 
( iv)  –-- 
(v)  -- - 
(vi)  -- - 
(vi i )  -- --  

 
the whole of the  amount of profits  and gains of business   
attr ibutab le to any one or more of  such act ivi t ies :   

 
(b) -- --- ------  
(c)  -- --- ------  
 (d)     

in respect of  any income by way of  interest  or dividends der ived by 
the co-operat ive society from its investments with any other co-
operat ive society,  the whole of  such income;  

 
(e) 

 (f) 

   
-----------  
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(4) The provisions of  this sect ion shal l  not  apply in re lat ion to any 
co-operative bank  other than a primary agr icultural  credit society 
or a  pr imary co-operat ive agr icultura l and rura l  development bank.  

 

Explanation.—For the purposes of this sub-sect ion,— 

 

(a)   "co-operat ive bank" and "primary agri cu ltura l  credit  society"  shal l  have 
the meanings respect ively assigned to  them in Part  V of the  Banking 
Regulat ion Act,  1949 (10 of 1949);  

(b)   "pr imary co-operat ive agri cultura l  and rura l development bank" means  
a society hav ing i ts area of operat ion confined to a ta luk and the 
pr incipal  objec t of which is  to provide for long-term credi t for  
agri cultura l and rura l development act iv i t ies .” 

 
9.2.4 Part V of Banking Regulat ion Act,  1949 def ines ‘co-operat ive bank’  

in Sect ion 5(cc i) as under:   
 

“ Co-operat ive bank’ means a state co-operat ive bank,  a centra l co-
operat ive bank and a pr imary co-operat ive bank;  
 

9.2.5  A ‘pr imary co-operat ive bank’ as per Sect ionn 5(ccv) of Part  V of 
Banking Regulat ion Act,  1949 reads to mean:  
 
“(ccv) “pr imary co-operat ive bank” means a co-operat ive soc iety,  

other than a pr imary agr icultural  credit  socie ty, -
…………………………. 

 
9.2.6 As per c lause (ccvi i ) of  Sect ion 5,  however,  ‘Centra l  Co-op Bank’ and 
‘State Co-op Bank’ shal l  have the same meanings respect ive ly assigned to 
them in the Nat iona l Bank for Agr icul ture and Rural  Development (NABARD) 
Act,  1981. NABARD, in  turn defines these two terms as under:   
 
Sect ion 2(d) of NABARD def ines ‘centra l co-operat ive bank’ means the  

“d.  "centra l  co-operat ive bank" means the pr incipa l  co-  operat ive  soc iety 
in a d istr ict in a State ,  the pr imary object o f which is the f inancing 
of  other co-operat ive socie t ies in that di str i ct:……….” 

 

u.   "State co-operat ive bank" means the pr incipal  co- operat ive soc iety 
in a  State,  the pr imary object of which is  the f inancing of other co-
operat ive societ ies  in the State:………………” 

 
9.3 Having noted the re levant provis ions in ear l ie r para,  it  would be 
expedient to f i rst ly refer to the decis ion of The Cit izen Co-Operat ive Soc iety 
Ltd.  (supra) to gather the rules  of  interpre tat ion of  var ious sub- sect ions 
of  the benef ic ia l  prov is ion  of  S.  80P. The Hon’b le  Supreme Court  inter a l ia 
has observed that d if ferent heads of  exempt ion enumerated in the Sect ion 
80P of  the Act should be treated as separate and d ist inct  head of  
‘exemption’.  I f  any part icular category of an income fa l l s w ithin any one 
head of  ‘exempt ion ’,  the assessee would be free from tax notwithstand ing 
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that  the condit ions of  other head of exempt ion a re not  sat isf ied and such 
income is not free from tax under other head of  ‘exemption ’ .  Thus ,  in  v iew 
of  the express judicia l  dicta,  provis ions of  Sect ion 80P(2)(a) and 80P(2)(d)  
are mutua l ly exclusive and are to be read independent of each other.  
 
9.4 We are presently  concerned with the ava i lab i l i ty of  deduction to a 
co-op soc iety within the realm of Sect ion 80P(2)(d) of  the Act.   Two things 
need to be noted in th is regard; f i rs t ly,  unl ike Sect ion 80P(2)(a) or (b) or  
(c)  of the Act  where the  assessee is qua l if i ed for  deduct ion of “prof its & 
gains of  bus iness” att r ibutable to one or  more of  act ivi t ies  enumerated in  
these  sub-sect ions,  Sect ion 80P(2)(d)  of  the Act,  in  sharp departure,  
prov ides for  deduction of  “whole of such income” [wi thout  any dist inct ion  
on nature of  income] as der ived by a co-operat ive society f rom its  
investment with any other  co-operat ive society.  Needless to say,  in a tax ing 
Act,  one has to look merely at  what  is clear ly sa id.   There is  no room for  
any intendment and one has to look fa ir ly at  the language used. Thus, scope 
of  benefi t  under s.80P(2)(d) i s not restr ic ted to ‘business income’ a lone but  
a lso extends to income der ived f rom investments ord inari ly fa l l ing under 
the head ‘ income from other sources ’ as  wel l  ;  secondly doctr ine of  
mutua l i ty i s  not necessar i ly a pre-condit ion in appropriate c i rcumstances,  
for  instance  80P(2)(a( i i );  and  thi rd ly  and quite s ignif i cant ly  ;  the 
investment by a co-op society in a co-op soc iety should result  in interest or  
div idend income from its investment.   Thus what  is  pert inent is  that  the 
investment by the assessee society should  be parked in another ‘co-op  
soc iety’  for the purposes of  sub-c lause 2(d) of S.  80P.  The moot quest ion 
thus natura l ly  emerges i s ;  whether the investment in a  co-op bank is to be 
regarded as investment in-effect  in a co-op society or not  ?       
 
 
9.5 At thi s juncture,  we a lso take  simul taneous note of  such Sect ion 
80P(4) of the Act  inserted by F inance Act,  2006 whereby a co-operat ive 
bank has been deprived of  deduction under s.80P of  the Act.    To put  it  
s l ight ly di f ferent ly,  wi th advent of  sect ion 80P(4),  co-op banks have been 
brought to tax by denying them the benef it  of Sect ion 80P of the Act.   
 
9.6 The insert ion of  Sect ion 80P(4) of  the Act has purported ly a lso 
obfuscated and cast aspers ion on the deductib i l i ty  of  income der ived by a 
co-operat ive society from investments  p laced with co-operat ive bank under 
S.  80P(2)(d) of  the Act.   In this context,  i t  would be interest ing to note  
that  the aforesaid  c lause 80P(4)  it se lf  ho lds that  a  co-operat ive bank may 
a lso poss ib ly include ‘a credit  society ’;  for  instance,  a  pr imary agr icultura l  
credit  society.   Therefore,  on an incisi ve reading of Sect ion 80P(4) of the  
Act,  it  appears that co-operat ive banks can a lso be co-operat ive society for  
the purposes of  Sect ion 80P(2)(d) of the Act .   Thus,  on a conjo int  reading 
of  Sect ion 80P(2)(d) and 80P(4),  i t  would appear that whi le the co-operat ive  
banks in certain cases [as spec if ied in Sect ion 80P(4)] may not   qual if y for  
deduct ion under s.80P of the Act,  a co-operative soc iety per se would not  
come wi th in the mischief  of sub-sect ion 4 of  the Act of Sect ion 80P of the 
Act  and would continue to ava i l  the benef it  o f Sect ion 80P(2)(d)  of the Act.   
Thus,  simply put,  while  a co-operat ive bank has been st r ipped of  the benef i t  
of  Sect ion 80P of the Act on i ts var ious income by insert ion of S.  80P(4), 
the investment  in  such co-operat ive bank [ bear ing the legal  t rappings of  a 
co-op society ]  by a  co-op soc iety as envisaged in Sect ion 80P(1)  of  the Act  
is not d ivested of  such benefi t .  
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9.7 Join ing the issue in  hand, as per  Sect ion 80P(2)(d)  of  the Act,  the 
on ly requirement  is  that the income should be received from investment by 
a co-operat ive society in other co-operat ive  soc iety and i t  is  cla imed that  
co-operat ive bank namely ‘Ahmedabad Distr ict Co-operative Bank’ ,  in  the 
present case,  i s  nothing but  a co-operat ive society recognised by the 
competent author i ty o f the  State as contemplated under Sect ion 2(19) of  
the Act. On these facts,  the e l ig ib i l i ty of deduction under Sect ion 80P(2)(d)  
of  the Act is  required to be evaluated independent of mutua l i ty  doctr ine 
taken away by inser t ion of S.  2(24)(v i ia) .   The assessee soc iety would thus 
be ent i t l ed to benef it  of sect ion 80P(2)(d) on interest income from 
investment in  co-op bank. As not iced f rom the  def in i t ion of ‘co-op bank’  
with reference to  Banking Regulat ion Act,  1949; read with NABARD Act,  it  
is ostensib le that the co-op banks of var ious types are essent ial ly co-op. 
soc iet ies.  Hence,  the c la im of deduction made under S.  80P(2)(d)  by a co-
op society in  such co-op banks can not be denied notwiths tanding that some 
these  co-op banks are not el ig ible  for  80P benef its despite  being co-op 
soc iet ies.      
 
9.8 Coup led with thi s,  cer ta in observations  made by the Hon’ble Gujara t 
High court  in State Bank of  India (supra) and in Sabarkantha Dist r ict (supra)  
a lso reinforces that  interest earned on f ixed deposi t with co-operat ive bank 
can be sa id to be qua l i f ied for deduct ion under s.80P of the Act  
notwithstand ing that such observat ions appear to be in the nature of an 
obiter  in the  context of  those cases.    
 
9.9 At thi s stage,  it  would a lso be pert inent to again restate that  for the 
purposes of Sect ion 80P of  the Act,  the pr incip le  of  mutual i ty has been 
obl i terated in view of insertion of  Sect ion 2(24) (v i ia)  of  the Act  by F inance 
Act,  2006 and such princip les thus no longer serve as st r i ct  guid ing pr incip le  
to test  the re l ief  e l ig ib le under  S.  80P(2)(d)  of the  Act.  Therefore,  the  p lea 
ra ised on behal f  of the Revenue towards absence of pr inciple  of mutua l it y 
in such deposi ts  w ith co-operative banks is a damp squib.  Thus,  the 
assessee being a co-operat ive society as contemplated under  s.  80P(1) of  
the Act,  cannot  be deprived of benef it of S .80P(2) (d) despite purported 
absence of  mutual ity in investment wi th a co-op bank. We,  thus,  concur 
with plea of  assessee for a l lowabi l i ty  of  deduction on interest  income 
der ived from co-operat ive soc iety in the form of Co-operat ive bank on f i rst  
pr incip les .   The issue is according ly resolved in favour of  the assessee and 
against  the Revenue.  
 
9.10 We are conscious of  the dec is ion of  the Hon’ble  Karnatka High Court  
in Pr.CIT vs .  Totagars Co.operat ive Sales Soc iety (2018) 395 ITR 611 (Karn)  
wherein it  was he ld  that  interest income not  ar is ing from business 
operat ions i s not e l ig ib le for  deduct ion under  s.80P of  the Act.  A reading of  
the judgment of  the Hon’b le  High Court  shows that it  was guided by nature 
of  act iv ity to determine the character  of income for the purposes of  Sect ion  
80P(2)(d) of  the Act.   Placing rel iance upon the judgments rendered in the 
context  of  80P(2)(a)( i ) of  the Act,  the Hon’ble  H igh Court  conc luded that  
the deduct ion of  interest income is not permissib le unless i t  ar ises from 
business operat ions.   C lear ly,  the  dist inct ion between Sect ion 80P(2)(a) and  
80P(2)(d) of the Act o f substant ia l  nature (as d iscussed in para 9.4 of  this  
order)  was not  brought to the notice of Hon ’b le  High Court .   The deduct ion  
under s.  80P(2)(a)  or (b) or  (c)  of the Act is  avai lab le only on account of  
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income/prof i t s ar is ing from bus iness act ivi ty.   However,  this requi rement is  
not app l i cab le under s.80P(2)(d) of the Act where whole of  the income 
ar is ing f rom interest or div idend etc.  i s  a l lowable without such l imitat ion of 
business  act ivity.   Thi s cardinal  dif ference of overwhelming nature was not 
brought to the not ice of the Hon’b le High Court.   Consequent ly,  the dec is ion 
rendered by the Hon’ble High Cour t  appears to be subsi lent io.   Thus,  
governed by the observations of  the Hon’b le Gujarat High Court  in the case 
of  Sabarkantha Dist r ic t  (supra) and State Bank of  India  (supra),  we have 
not hes itat ion to aff i rm the p lea of the  assessee for a l lowabi l i ty of  
deduct ion.  
 
9.11 It is ,  however, for the assessee to  demonstrate  on fac ts  that  the 
investee co-operat ive  bank in quest ion is  recognised as a co-operat ive  
soc iety indeed wi thin the meaning of Sect ion 2(19) of  the Act.  A self -
dec larat ion f rom the respect ive co-op. bank in th is regard or any other 
suitable document may discharge the onus of the assessee towards the 
status of  the co-op. bank.   S imilar l y,  the assessee is enti t led to avai l  
deduct ion of resul tant  ‘ income’  derived and not gross rece ipt  of  interest 
under S.  80P(2)(d)  of the Act  in accord with basic  rat ionale  of taxation.  
Hence,  al l  expenses/ losses attr ibutable to such interest income are required 
to be necessar i ly  deducted and only resultant interest income is el ig ib le for  
deduct ion under  S.  80P(2)(d)  of  the Act.     The AO would thus be a t l iberty 
to ascertain these factual  aspects for which the assessee shal l  provide 
suitable ass istance.   
 
10. The a lternat ive cla im of the assessee for  a l lowance of pro-rata 
expenditure against  the interest income from investment in co-operat ive  
banks etc.  is rendered inf ructuous in view of  the endorsement of the main 
plea.   In view of  our f ind ings that the assessee is ent it led for deduct ion 
under s .80P(2)(d) of the Act for resultant income der ived f rom investments  
placed with co-opera t ive banks,  we do not seek to de l ineate  fur ther.   
Therefore,  AO may a l low c la im of  deduct ion under s.  80P(2)(d) of the Act  
on net income f rom interest after reduct ion of a l l  inc identa l  expenses 
incurred to earn such income.  The issue is thus remitted back to AO for  
quanti f icat ion of  deduction of  interes t income  i n accordance  with law on 
being  sat isf ied that the rece iver  co-operat ive bank sat isf ies to be a co-
operat ive society equa l l y.    
 
11 The interest income of Rs.1,139/- der ived by the assessee soc iety 
from investment with pr iva te bank i.e.  Ax is Bank is however,  ne ither  
qua l i f ied under s.  80P(2)(a)( i)  of  the Act in  the l ight of  the rat io  of  The 
Cit i zen Co-Operat ive Society Ltd.  (supra) nor under s.80P(2)(d) of  the Act.  
Thus,  the assessee is not enti t led for deduct ion or interest der ived from the 
pr ivate bank.    
 
12. In the result ,  appeal o f the assessee is part l y a l lowed.  

 

10.1 The facts of the case on hand are identical to the facts of the case as 

discussed above. Thus, respectfully following the principles laid down by the order 

of the ITAT in the case cited above, we hold that the assessee is entitled for 

deduction under section 80P(2)(d) of the Act, 1961 with respect to the interest 
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income earned by it from the co-operative bank. However, respectfully following the 

order of the ITAT cited above, we further hold that the assessee shall not be 

entitled, for the interest income earned from the nationalized bank if any, to be 

eligible for deduction under section 80P(2)(d) of the Act, 1961. Hence the ground 

of appeal of the assessee is partly allowed. 

 

10.2 Coming to next issue with regard to basic deduction as provided under 

section 80P(2)(c) of the Act and prayed by the assessee in the ground of appeal 

before us. The provisions of section 80P(2)(c) of the Act, provides that a co-

operative society engaged in activities other than those specified in clause (a) or 

clause (b) of section 80P(2) (either independently of or in addition to all or any of 

the activities so specified), following deduction shall be allowed from its profits and 

gains attributable to such activities : 

(i)   Rs. 1,00,000 in case of consumers' co-operative society 

(ii)   Rs. 50,000 in any other case 

 

10.3 The expression 'profits and gains' in clause (c) of sub-section (2) of 

section 80P of the Act is not confined to 'Profits and gains of business'. The Bombay 

High Court in the case of CIT v. Ratanabad Co-operative Housing Society Ltd. [1995] 

81 Taxman 257/215 ITR 549 has held as under: 

"Letting out of the shops of the assessee-society to persons other than its members did not 
fall as an activity of the assessee-society either in clause (a) or clause (b) of sub-section (2) 
of section 80P. It was an activity of the assessee-society other than those specified in clauses 
(a) and (b) of sub-section (2) of section 80P and as such, the question arose whether the 
income derived by the assessee-society from letting out the shops to persons other than its 
members was exempt from tax under section 80P(2)(c)." 

 

10.4 Thus, in case of co-operative credit society, income to which benefit of 

section 80P(2)(a)(i) is not allowed, e.g., rental income, interest income from surplus 

funds kept in FDs' of banks, etc., basic exemption as provided for in 

section 80P(2)(c) must be granted. 
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10.5 It also appears that, though the word 'activity' is not defined, yet the 

investment activity, activity of renting of immovable property, etc., and the 

consequent income attributable to such activities would be covered under 

section 80P(2)(c) of the Act. Hence, we direct the AO to allow the deduction under 

section 80P(2)(c) of the Act. Thus the ground of appeal of the assessee is allowed. 

 

11. In the result appeal of the assessee is partly allowed.  

 
  

Order pronounced in the Court on      11/05/2022 at Ahmedabad.   
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