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आदेश /O R D E R 

PER SHRI S BALAKRISHNAN, ACCOUNTANT MEMBER: 

1. This appeal filed by the Revenue is directed against the order of Learned 

Commissioner of Income Tax (Appeals), National Faceless Appeal Centre 

(NFAC), Delhi [hereinafter in short “Ld.CIT(A)”] vide DIN & Order No. 

ITBA/NFAC/S/250/2024-25/1067034028(1) dated 25.07.2024 for the 

A.Y.2017-18 arising out of order passed under section 143(3) of the Income 

Tax Act, 1961 (in short ‘Act’) dated 30.12.2019.  Cross objection is filed by the 

assessee in support of the order of the Ld. CIT(A). 

2. Briefly stated facts of the case are, assessee is an AOP engaged in the 

business of procurement of milk, processing and sale of milk and milk products, 

filed its original return of income on 01.11.2017 admitting a total income of 

Rs.12,05,45,080/- for the A.Y. 2017-18.  The case was selected for scrutiny and 

thereafter notices under section 143(2) and 142(1) of the Act were issued from 

time to time calling for information regarding large value of cash deposited 

during the demonetization period, bank statements, books of accounts and 

statementof total income.  After examining the assessee submissions, 

Ld.Assessing Officer [hereinafter in short “Ld. AO"] issued a show-cause notice 

on 24.12.2019 regarding the cash deposits made into the various bank accounts 

of the assessee.  In response, assessee submitted reply on 27.12.2019 and 

28.12.2019 wherein it was stated that the assessee has made cash deposits of 
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Rs.71,45,26,559/- during the demonetization period which includes Specified 

Bank Notes (SBNs) amounting to Rs. 10,33,86,216/-.  The assessee also 

submitted before the Ld. AO that SBNs shall not be ceased to be a legal tender 

at the milk booths operating under authorization of the Central or State 

Governments.  Ld. AO did not accept the contentions of the assessee and 

considered the cash deposits in SBNs amounting to Rs.10,33,86,216/- as 

unexplained cash credit after allowing the opening balance amount of 

Rs.57,77,555/- as on 08.11.2016 added the balance of Rs.9,76,08,661/- to the 

total income of the assessee.  Further, Ld. AO also observed that out of the cash 

deposit of Rs.71,45,26,559/- the cash deposited in bank arising out of cash sales 

during the demonetization period is Rs.45,58,23,000/- only and after 

considering the reply to the show-cause notice dated 24.12.2019 Ld. AO treated 

the difference amount of Rs. 25,83,89,678/- as unexplained cash credit under 

section 68 of the Act.  Further, Ld. AO also observed that assessee has claimed 

deduction under section 80P(2)(d) of the Act in respect of interest income 

derived from the investments made in the Fixed Deposits with KDCC Bank 

Limited.  Ld. AO by relying on the decision in the case of Pr.CIT v. Totgars Co-

operative Society (322 ITR 283) disallowed the deduction claimed by the 

assessee and added it to the total income of the assessee.  Further, Ld. AO also 

observed that the assessee has purchased Skimmed Milk Powder for  

Rs. 40.85 Crores.  It was also observed that the assessee has purchased 

Skimmed Milk Powder from Gujarat Co-operative Milk Marketing Federation 
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Limited (in short “GCMMFL”) amounting to Rs. 26,58,52,800/-. Ld. AO issued 

notice under section 133(6) of the Act to GCMMFL, and after considering the 

account statement by GCMMFL observed that the assessee has made payments 

to the tune of Rs. 26,96,26,800/- towards purchases and hence treated the 

difference of Rs. 37,74,000/- as unexplained expenditure under section 69C of 

the Act. 

3. On being aggrieved by the additions made by the Ld. AO, assessee filed 

appeal before Ld. CIT(A).  Assessee reiterated its submissions made before 

Ld.AO, and the Ld. CIT(A) accepted the submissions made by the assessee and 

thus allowed the appeal of the assessee. 

4. On being aggrieved by the order of the Ld. CIT(A), Revenue is in appeal 

before us by raising following grounds of appeal: - 

“1. The order of the Ld.CIT(A) is erroneous on facts and in 

circumstances of the case as narrated in the statement of facts. 

2. The Ld. CIT(A) erred in deleting the addition of Rs.25,83,89,678/- 

basing on the contention of the assessee that the said amount constitutes 

the realization of credit sales, when the realization of credit sales ought to 

be in form of account transfer through banking channel but not in form of 

cash. 

3. The Ld. CIT(A) erred in deleting the addition Rs.37,74,000/- by 

relying on a statement stated to be bank account statement, in which the 

reconciliation entry is made. However such entries are not reflecting in 

the ledger account of the GCMMFL in the books of assessee. 

4. The Ld. CIT(A) erred in deleting the addition of Rs. 1,44,02,6471-

regarding disallowance of deduction u/s.80P(2)(d) of the Act, without 

considering the Supreme Court decision in the case of M/s. Totgars 
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Cooperative Sale Society Limited (322 ITR 283), wherein it was held that 

the interest income earned on investment of surplus funds which are not 

immediately required for business purposes, is taxable under the head 

'Income from Other Sources'. 

5. Any other ground that may be urged at the time of appeal 

hearing.” 

5. Ground Nos. 1 & 5 are general in nature and needs no specific 

adjudication. 

6. With regard to Ground No. 2, the Revenue has agitated against the 

deletion of addition of Rs. 25,83,89,678/- by the Ld. CIT(A). On this issue 

Ld.Departmental Representative [hereinafter in short “Ld. DR”] submitted that 

Ld. CIT(A) erred in deleting the additions made by the Ld. AO by relying on 

the statement showing month wise cash sales, other receipts, cash deposits made 

into the bank account furnished by the assessee.  Ld. DR further submitted that 

Ld.CIT(A) erred in considering the receipt on sale proceeds from agent in cash 

which was directly deposited into the bank account of the assessee and as per 

the assessee statement these amounts are also included in the total cash deposits 

of Rs.45,58,23,000/-.  He therefore pleaded that addition made by the Ld. AO 

be sustained. 

7. Per contra, Ld. Authorised Representative [hereinafter “Ld.AR”] 

submitted that Ld. AO has not disputed the total sales both cash and credit.  

Further he referred to Page Nos. 33 to 37 of the paper-book wherein the 

summary of cash deposits have been furnished before the Ld. AO and 
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Ld.CIT(A). Ld.AR further submitted that it is clear from the summary of cash 

deposits during the demonetization period both the SBNs and Non-SBNs into 

the various bank accounts of the assessee wherein the direct deposit by the third 

parties against credit sales was not considered by the Ld. AO.  He therefore 

pleaded that the assessee makes cash deposits from the cash sales from its own 

retail outlets and also cash is deposited into the assessee bank account directly 

by the agents with respect to the sales made through agents.  Ld. AO has not 

considered the realization out of the credit sale made by the agents which was 

directly deposited into the bank accounts of the assessee.  He therefore pleaded 

that the order of the Ld. CIT(A) be upheld. 

8. We have heard both the sides and perused the material available on 

record.  It is an undisputed fact that the nature of business of the assessee is 

being carried on through its direct retail outlets and through agents.  It is also 

undisputed by the Ld. AO that the assessee has made total turnover of 

Rs.593,17,27,655/- during the impugned assessment year. Further, as submitted 

by the Ld.AR, Ministry of Finance vide Notification dated 08.11.2016 has 

permitted acceptance of SBNs for purchase at milk booths operating under 

authorisation of the Central of State Governments.  The assessee is Registered 

under the Registrar of Mutually Aided Co-operative Societies, Andhra Pradesh 

and hence it is not prohibited from receiving SBNs during the demonetization 

period for the purchase and sale of milk and milk products.  Further, as 
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submitted by the Ld.AR in Page No. 36 of the paper book wherein the date wise 

cash deposited by assessee as well as the direct cash deposited by the third 

parties into the bank account during the demonetization period clearly states that 

the difference of Rs. 25,83,89,678/- represents the direct cash deposits by agents 

into the bank account of the assessee.  The revenue has not disputed the 

statement, and hence in these circumstances we are of the considered view that 

assessee has properly explained the cash deposits arising out the receipts from 

the credit sales which was directly deposited by the agents into the assessee’s 

bank account has been properly demonstrated and duly explained and therefore 

we find no reason to interfere in the order of Ld.CIT on this issue.  Accordingly, 

this ground raised by the Revenue is dismissed. 

9. Ground No. 3 relates to deletion of Rs.37,74,000/- alleging that the 

entries are not reflected in the ledger account of GCMMFL in the books of the 

assessee.  On this issue, Ld. DR submitted that in response to notice under 

section 133(6) of the Act, GCMMFL has furnished the account statement 

reflecting the purchases made by the assessee. According to this statement the 

assessee has made payment of Rs.26,96,26,800/- to GCMMFL during the 

impugned assessment year.  Ld. AO has observed that the assessee has made 

purchases of Rs. 26,58,52,800/- only and made payment of Rs.26,96,26,800/-.  

Further he also argued that difference between the purchases and payments 

made by the assessee to GCMMFL has been rightly considered as unexplained 
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expenditure by the Ld.AO. Ld. DR pleaded that the orders of the Ld. AO be 

upheld. 

10. Per contra, Ld.AR submitted that according to the ledger account 

submitted by the GCMMFL and demonstrated that GCMMFL has made the 

purchase entry dated 30.05.2016 vide Bill No. 166583798 at Rs. 37,74,000/- 

and immediately reversed that entry vide Bill No. 167541142.  This entry which 

was wrongly made in the books of GCMMFL was not captured in the assessee’s 

books as it does not pertain to the assessee.  He further pleaded that the Ld. AO 

has selectively considered the purchases but has not considered the reversal 

entry passed by the GCMMFL.  He therefore pleaded that the order of the 

Ld.CIT(A) be upheld. 

11. We have heard both the sides and perused the material available on 

record including the account statements of GCMMFL and the ledger account of 

the assessee.  It is found that on perusal of the account statement of GCMMFL 

has passed an entry for sale of Skimmed Milk Powder on 30.05.2016 vide 

documentNo. 166583798 of Rs.37,74,000/- and has immediately reversed the 

same entry again on 30.05.2016 vide document No. 167541142.  Ld. AO while 

considering the statement has taken the gross figure of Rs. 26,96,26,800/- 

without netting off of the reversal entry.  Further, GCMMFL has also confirmed 

the receipt from the assessee for Rs. 26,58,52,800/- after netting off of the 



I.T.A.No.370/VIZ/2024 
The Krishna District Milk Producers 

Mutually Aided Co-op Union Limited  

 

Page. No 9 

reversal of sale of Rs.37,74,000/-.  The copy of the statement submitted by the 

GCMMFL is reproduced below: - 
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12. Accordingly, we find no merit in the ground raised by the revenue, 

therefore, we find no infirmity in the order of the Ld. CIT(A) on this issue. 

Thus, Ground No. 3 raised by the revenue is dismissed. 

13. With respect to Ground No. 4 on the deletion of Rs. 1,44,02,647/- by 

disallowing the deduction claimed by the assessee under section 80P(2)(d) of 

the Act. On this issue, Ld. DR submitted that Ld. AO by relying on the decision 

of the Hon’ble Karnataka High Court in the case of Pr.CIT v. Totgars Co-

operative Society (supra) has rightly held that assessee is not entitled for 
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deduction under section 80P(2)(d) of the Act with respect to interest income 

derived from investments made on Fixed Deposits with KDCC Bank Limited.  

He therefore pleaded that the order of the Ld. AO be upheld. 

14. Per contra, Ld.AR argued that in assessee’s own case for the earlier 

assessment year the interest received from the cooperative bank which is being 

a cooperative society engaged in banking activities shall be allowed as 

deduction under section 80P(2)(d) of the Act.  He further submitted that 

disallowance was deleted by the Hon’ble ITAT in the assessee’s own case for 

the A.Y. 2013-14.  Further he also submitted that Co-ordinate Bench of this 

Tribunal in various cases have held that the interest received from the 

cooperative bank being cooperative society is entitled for deduction under 

section 80P(2)(d) of the Act.  He therefore pleaded that order of the Ld. CIT(A) 

be upheld.  

15. We have heard both the sides and perused the material available on 

record including the case laws cited by the assessee in thecase law paper book.  

Further, the Coordinate Bench of the Tribunal in the case of ITO v. The 

Yendagandhi Large Size Cooperative Society Limited in ITA No. 

354/VIZ/2024 vide order dated 13.12.2024 held as follows: -   

“8. We have heard both the sides and perused the material available 

on record.  We find that identical issue has been considered by the Co-

ordinate Bench of the Tribunal in the case of Bheemunipatnam Mutually 

Aided Cooperative Building Society Limited v. ACIT in ITA Nos. 175, 176 
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& 177/VIZ/2024 dated 25.11.2024 and decided the issue in favour of the 

assessee, by observing as under: -  

“9. We have heard both the sides and perused the material available 

on record including the cases cited by both the parties.  The main 

grievance of the assessee is with respect to denial of deduction under 

section 80P(2)(d) of the Act in respect of interest income received from 

cooperative banks.  The provisions of section 80P(1) of the Act allows 

deduction under section 80P(2) of the Act to an assessee being a 

cooperative society.  Section 80P(2)(d) of the Act is reproduced below 

for ready reference: - 

"80P. Deduction in respect of income of co-operative societies. 

(1) ...... 

(2) The sums referred to in sub-section (1) shall be the 

following, namely:- 

(a) ..... 

(b) ..... 

(c) .... 

(d) 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;” 

10. From the bare reading of the provisions of section 80P(2)(d) of the 

Act, assessee should satisfy two conditions namely (i) income by way 

of interest or dividend is earned by the cooperative society from the 

investments; and (ii) such investments should be with any other 

cooperative society. The term “cooperative society” is defined 

undersection 2(19)of the Act as under:-  

"(19) "co-operative society" means a co-operative society 

registered under the Co-operative Societies Act, 1912(2 of 1912), 

or under any other law for the time being in force in any State for 

the registration of co-operative societies;” 

11. In the instant case, it is not disputed that assessee is a cooperative 

society and therefore any income referred in sub-section (2) of Section 

80P of the Act which is included in the gross total income of the 

assessee, shall be allowed as deduction.  The revenue denied the 

https://indiankanoon.org/doc/116184371/
https://indiankanoon.org/doc/108006076/
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deduction under section 80P(2)(d) of the Act stating that interest 

income is earned from the cooperative bank whereas in the said 

provision only grants deduction in respect of interest earned from 

cooperative society.  The Hon’ble High Court of Madras in the case of 

Thorapadi Urban Co-op Credit Society Limited v. ITO (supra) held as 

follows: - 

“10. A reading of the above definition would make it clear that 

'Co-operative Society' means a Co-operative Society registered 

under Co-operative Societies Act, 1912.  Thus, a Co-operative 

Society referred therein is only a co-operative society as defined 

under the Act, be it a Co-operative Society carrying on banking 

business or Co-operative Society carrying on the other businesses 

or a Co-operative bank.” 

12. The Hon’ble High Court of Madras in the case of CIT v. The Salem 

Agricultural Producers Co-Operative Marketing Society Ltd (supra) 

also affirmed the view that interest income earned from cooperative 

bank by cooperative society is also eligible for deduction under section 

80P(2)(d) of the Act.  Further various Co-ordinate Benches of the 

Tribunal had consistently taken a view and held that interest income 

earned from cooperative bank were allowable as deduction under 

section 80P(2)(d) of the Act.  Further, we are also of the considered 

view that provisions of section 80P(4) excludes only cooperative banks 

possessing licence from RBI to do banking business to claim deduction 

u/s 80P(2) of the Act.  Therefore, it is relevant only in the case of 

cooperative banks which is claiming deduction u/s 80P and does not 

apply to deposits made with the cooperative bank which is also a 

registered cooperative society under the Cooperative society Act, 1912 

(2 of 1912) or under any other law for the time being in force in any 

state for the registration of cooperative societies. The case relied on 

by the Ld.DR is distinguishable on the facts that, in that case, the 

surplus funds which are liable to be paid to its members and shown on 

the liability side of the balance sheet was deposited with cooperative 

banks in order to circumvent the decision of the Hon’ble Supreme 

Court in the case of Totgar’s cooperative Sale Society Ltd. v. ITO [ 

(2010) 322 ITR 283].  Since the facts in the instant case are different, 

this case is not of any help to the revenue.  We are therefore inclined 

to set-aside the order passed by the Ld.CIT(A) and direct the Ld. AO 

to allow the deduction claimed by the assessee under section 80P(2)(d) 

of the Act.  Thus, Ground raised by the assessee is allowed. 

11. In the result, appeal of the assessee is allowed.” 
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9. Respectfully following the decision of the Co-ordinate Bench, we 

are of the considered view that interest income earned from cooperative 

bank were allowable as deduction under section 80P(2)(d) of the Act and 

we do not find any reason to interfere with the findings of the Ld. CIT(A).  

Accordingly, Ground Nos. 1 to 3 raised by the revenue are dismissed.” 

16. This Tribunal has consistently held a view that interest on bank fixed 

deposits held with the cooperative bank which is a cooperative society engaged 

in banking activities is eligible for claiming deduction under section 80P(2)(d) 

of the Act.  Accordingly, the Ld. CIT(A) in Para No. 4.4.4 and 4.4.5 held as 

below: - 

“4.4.4 In short, the appellant is a co-operative society and not a Co-

operative Bank governed by the Banking Regulation Act, 1949. Further, 

the appellant received interest income from a Co-operative Bank, which is 

a Co-operative Society as per the verdict of Karnataka High Court in the 

case of M/s The Totgars' Co-operative Sale Society Limited (392 ITR 74) 

and the Hon'ble Supreme Court in the case of The Mavilayi Service Co-

operative Bank Ltd (Civil Appeal No. 7343-7350 of 2019).  Further, 

section 80P(4) of the Act provides that the deduction u/s 80P shall not be 

available to a Co-operative Bank and the appellant doesn't fall under this 

category.  So, the appellant is entitled for deduction u/s 80P of the Act 

being not a Co-operative Bank and interest was received from a Co-

operative Bank being a co-operative society engaged in banking activities. 

Also, since the appellant received interest income from a Co-operative 

Society engaged in banking activity, the denial of deduction u/s 80P(2)(d) 

of the Act is not warranted as there are conflicting decisions on the issue 

of various high courts. Apart from this, the Hon'ble ITAT in appellant's 

own case for AY 2013-14 has allowed the deduction u/s 80P(2)(d) of the 

Act on interest income from the investment in fixed deposits made with the 

Krishna District Co-operative Central Bank. 

4.4.5 In the light of the above facts and legal position, I am of the 

considered view that the appellant is entitled for deduction u/s 80P(2)(d) 

of the Act on interest income from Co-operative Bank being a Co-

operative Society engaged in the banking business. Hence, AO is directed 

to allow the deduction u/s 80P(2)(d) of the Act.  Thus, the ground no. 4 of 

the appellant is allowed.” 
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17. This Bench has consistently held a view that interest from cooperative 

banks which is a cooperative society shall be allowed as deduction under 

section 80P(2)(d) of the Act.  We therefore find no infirmity in the order of the 

Ld. CIT(A) and thereby dismiss the ground raised by the revenue. 

18. In the result, appeal of the revenue is dismissed. 

19. With regard to cross objection filed by the assessee, grounds raised by the 

assessee are being supportive to the order of the Ld. CIT(A) and since the 

grounds raised by the revenue are dismissed as aforesaid, the grounds raised 

bythe assessee in the cross objection are considered as infructuous and 

dismissed.  

20. In the result, appeal of the revenue is dismissed and cross objection filed 

by the assessee is dismissed as infructuous. 

Order pronounced in the open court on 09th June, 2025. 

Sd/- 

(धिजय पालराि) 

(VIJAY PAL RAO) 

उपाध्यक्ष/VICE PRESIDENT 

Sd/- 

(एसबालाकृष्णन) 

(S. BALAKRISHNAN) 

लेखासदस्य/ACCOUNTANT MEMBER 

Dated:  09.06.2025 

Giridhar, Sr.PS 
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