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1.  Aforesaid appeal by Revenue for Assessment Year (AY) 2015-16
arises out of the order of learned Commissioner of Income Tax
(Appeals)-1, Trichy [CIT(A)] dated 19-06-2020 in the matter of an
assessment framed by Ld. Assessing Officer [AO] u/s. 143(3) of the Act
on 29-12-2016. The grounds taken by the Revenue read as under:

1.The order, of the learned Commissioner of Income tax (Appeals), Trichy is contrary to the
law, facts and circumstances of the case.

2.The CIT (A) failed to note that provision for bad and doubtful debts should be worked out,
based on incremental advances given by the rural branches of the bank, during the relevant



year. The concept of this method prevent to allow deduction for the same advance year after year
on account of granting deduction under section 36(1)(viia) of the Act.

3.The CIT(A) failed to appreciate that concept of considering the incremental Average rural
advance was upheld by the Hon'ble ITAT 'A’ Bench Chennai vide its order in ITA Nos. 1205,
1548, 1620, 1206, 1207, 1208, 1209, 27, 1621 & 1622/Mds/2014 dated 29/01/2016 in the
case of M/s Lakshmi Vilas Bank Vs Assistant Commissioner of Income Tax. Further, the Hon’ble
ITAT 'D' Bench Chennai vide its order in ITA Nos.496 & 497/Mds/2015 dated 23/02/2016 in the case
of M/s Indian Overseas Bank Vs. Deputy Commissioner of Income tax and also vide its order in ITA
Nos.1671, 1801, 1802, 1803 & 1804/Mds/2014 dated 28/12/2016 in the case of M/s City Union
Bank Limited Vs. Joint Commissioner of Income tax upheld the method of considering only the
incremental average rural advances instead of aggregate average advance by the rural
branches.”

As is evident, the sole issue that arises for our consideration is
assessee’s claim of deduction u/s 36(1)(viia) with respect to advances
given by rural branches.

2. The Reqistry has noted delay of 23 days in the appeal, the
condonation of which has been sought by the revenue at the time of
hearing. Considering the fact that that the aforesaid period fall within the
lockdown situation arising out of Covid-19 Pandemic, we condone the
delay and admit the appeal for adjudication on merits. Having heard rival
submissions, our adjudication would be as under.

3. The assessee computed deduction u/s 36(1)(viia) with respect to
advances made by rural branch at Rs.558.23 Lacs. While computing the
same, the assessee took aggregate average advances of rural branches
as outstanding at the end of the accounting year. The Ld. AO, in terms of
decision of this Tribunal in ITA No.1205/Mds/2014 & ors. rendered in the
case of Lakshmi Vilkas Bank, held that only incremental average rural
advances were to be considered while computing the deduction.
Accordingly, the impugned deduction was restricted to Rs.124.99 Lacs

and balance Rs.433.24 Lacs was denied.



4. The Ld. CIT(A), considering Rule 6ABA as well as the decision of
this Tribunal in Indian Bank (ITA No.738/Chny/2017 & ors.) held that the
rule mandate adoption of outstanding advances and not incremental
advances and therefore, the claim was allowed in full. Aggrieved, the
revenue is in further appeal before us.

5. We find that this issue is covered in assessee’s favor by the
decision of Hon’ble High Court of Madras in the case of CIT V/s City
Union Bank Ltd. (TCA No.961 of 2010 dated 07.03.2022) wherein
Hon’ble Court, in para 11 of the order, concurred with principles laid
down by Hon’ble Calcutta High Court in PCIT V/s Uttarbanga Kshetriya
Gramin Bank (256 Taxman 72) wherein it was held that the assessee is
entitled to deduction on average aggregate rural advances as computed
u/r 6ABA and rejected the contentions of the department that the
deduction should be allowed only on the average aggregate rural
advances disbursed during the year. Similar is the view of Hon’ble High
Court of Karnataka in recent decision of CIT vs. Canara Bank (147
Taxmann.com 171) wherein Hon’ble Court has taken similar view
favorable to the assessee. Therefore, no interference is required in the
impugned order.

6. The appeal stands dismissed.
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