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O R D E R 
 

PER AMARJIT SINGH, ACCOUNTANT MEMBER: 
 

 All these three appeals filed by the Revenue pertaining to A.Y. 

2017-18, 2018-19 & 2020-21 are directed against the different order 

of ld. CIT(A), NFAC. Since the common issue on identical facts are 

involved in these appeals, therefore, for the sake of convenience these 

three appeals filed by the Revenue are adjudicated together by taking 

the ITA No. 4126/M/2024 as lead case and its finding will be applied 

to the other two cases mutatis mutandis wherever it is applicable.  

ITA 4126/Mum/2024 (A.Y. 2017-18) 

“1. Whether on the facts and circumstances of the case and in law, the 

Ld.CIT(A) was correct in allowing the deduction u/s 80P(2) of the 1.T.Act 

in respect of interest earned from deposits from cooperative bank ignoring 

the amendment made by Finance Act, 2015 in section 194A(3)(v) of the 
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Act which excludes the Cooperative Banks from the definition of 

"Cooperative Society" and requiring them to deduct income tax at source 

under 194A of the Act that also makes the legislative intent clear that the 

Co-operative Banks are not that specie of genus cooperative society, 

which are entitled to claim deduction under the special provisions of 

Chapter VIA in the form of Section 80P of the Act? 

2 Whether on the facts and circumstances of the case and in law, the 

Ld.CIT(A) was correct in allowing the deduction u/s 80P(2) of the 1.T.Act, 

1961 in respect of interest earned from cooperative banks ignoring the 

fact that the words used in section 80P(4) are "in relation to" that can 

include within its ambit and scope even the interest income earned by the 

assessee, from a Co-operative Bank and this exclusion by Section 80P(4) 

of the Act even though without any amendment in Section 80P(2) of the 

Act is sufficient to deny the claim of the assessee for deduction under 

Section 80P(2) of the Act. 

3. Whether on the facts and circumstances of the case and in law, the 

Ld.CIT(A) was correct in allowing the deduction u/s 80P(2) of the I.T. Act, 

1961 in respect of interest earned from cooperative banks ignoring that 

whether the deposits and investment of surplus funds of assessee not 

immediately required for its purposes, is made with Scheduled Bank or 

Nationalized Banks or with Cooperative Banks does not make a 

difference as far as the character of the Income earned by the assessee is 

concerned and it does not partake the character of its operational income, 

the same would continue to be fully taxable and will not be eligible for 

deduction under Section 80P(2) of the Act. 

4. Whether on the facts and circumstances of the case and in law, the 

Ld.CIT(A) was correct in allowing deduction u/s.80P(2) of the Income Tax 

Act, 1961 in respect of interest earned from deposits, though Hon'ble 

Karnataka High Court in a detailed judgment discussing the law and 

various related issues in the case of PCIT vs. Totagar's Co-operative Sales 

Society (395 ITR 611) has specifically decided the Question of Law about 

the allowability of interest earned from deposits with co-operative bank 

u/s. 80P(2) of the Income tax Act in favour of Revenue."  

2. Fact in brief is that return of income declaring total income of 

Rs. Nil was filed on 01.09.2017. The case was subject to scrutiny 

assessment and notice u/s 143(2) of the Act was issued on 

09.08.2018. During the course of assessment, the AO noticed that 

assessee has claimed deduction u/s 80P to the amount of Rs. 
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1,52,55,714/-. The assessee was asked to explain by the same 

should not be disallowed in view of the provision of section 80P(4) of 

the I.T. Act, 1961. The AO stated that assessee failed to make any 

compliance, therefore, after considering the material available on 

record the AO stated that assessee is a co-operative credit society 

and claimed deduction u/s 80P(2)(a)(i) for Rs. 1,52,55,714/-. The AO 

stated that assessee was mainly engaged in the activity of providing 

credit facilities to its members. Therefore, the assessing officer was of 

the view that assessee was nature of income generated by the 

assessee was of bank business. The AO further stated that provision 

of section 80P(4)(2)(24)(viia) has been amended with effect from 2007-

08 which provide that deduction u/s 80P(2)(a)(i) are not available to 

the co0operative bank. Therefore, in view of the provision of section 

80P(4) of the Act the AO has disallowed the claim of deduction of the 

assessee u/s 80P of the Act.  

3. The assessee filed appeal before the ld. CIT(A). The ld. CIT(A) 

allowed the appeal f the assessee.  

4. Heard the ld. DR and perused the material on record. The 

assessee is a co-operative society registered under the Maharashtra 

Co-operative Societies Act, 1960. During the year under 

consideration, the assessee has earned interest income by way of 

interest by accepting deposit and accepting loan facilities and 

claimed deduction of Rs. 1,52,55,714/- u/s 80P(2)(a)(i) of the Act. 

The assessing officer has not allowed the claim of deduction u/s 80P 

of the Act by treating the assesse co-operative society similar to the 

co-operative bank on the basis of amendment made to section 80P(4) 

of the Act in the A.Y. 2007-08 that the co-operative bank is not 

eligible for deduction u/s 80P(4) of the Act. The assessee is mainly 
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engaged in the activity of providing credit facilities to its members out 

of the deposits collected and claimed deduction u/s 80P(2)(a)(i) on 

the interest income earned. The ld. AO has referred the decision of 

the Hon’ble Supreme Court in Civil Appeal No. 8719/2022 in the 

case of the Pr. CIT-17, Mumbai vs M/s. Annasaheb Patil Mathadi 

Kamgar Sahakari Pathpedi Ltd. holding that the banking activities 

under the Banking Regulation Act are altogether different activities. 

There is a vast difference between the credit societies giving credit to 

their own members only and the Banks providing banking sources 

including the credit to the public at large also. Section 80P(4) shall 

not be applicable and the assessee society shall be entitled to 

exemption under section 80P(2) of the Act. The assessee society is 

not in the business of banking therefore it cannot be treated as a 

bank therefore provision of section 80P(4) are not attracted to the 

assessee at all. We consider that assessee being a co-operative 

society has dealt in accepting deposit from its members and also 

extended credit facilities to its members therefore, as per provision of 

section 80P(2)(a)(i), the assessee co-operative society is eligible for 

claiming deduction u/s 80P(2)(a)(i) of the Act. Looking to the above 

facts and findings, we do not find any merit in the appeal filed by the 

Revenue therefore, the same stand dismissed.    

ITA 3737/Mum/2024 (A.Y. 2018-19)  

5. Since on similar issue and identical fact, we have dismissed the 

appeal of the revenue vide ITA No. 4126/M/2024 for A.Y. 2017-18 as 

supra in this order. Therefore, applying the finding of the same 

mutatis mutandis this appeal of the Revenue for A.Y. 2018-19 is also 

dismissed. 
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ITA 4127/Mum/2024 (A.Y. 2020-21) 

6. Since on similar issue and identical fact, we have dismissed the 

appeal of the revenue vide ITA No. 4126/M/2024 for A.Y. 2017-18 as 

supra in this order. Therefore, applying the finding of the same 

mutatis mutandis this appeal of the Revenue for A.Y. 2020-21 is also 

dismissed. 

7. In the result, all the appeals of the Revenue are dismissed.  

Order pronounced in the open court on 12.12.2024. 
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