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Mutually Aided Co-op Union Limited L

MMM /ORDER

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: -

“l.  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.

1. 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

Page. No 6



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

Mutually Aided Co-op Union Limited L

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

GCMMFL is reproduced below: -

o Tausin | Doc NO
IOLG:;ed D(\:Ic. a osUngl:Bm b‘l‘q}' . ?fb" Amount  |Credit Amount  [Do |Profit CenefText Re{erence‘._ €59 ¢
, ' C, - |Place
“?msg o “ﬂ ‘ Ty A A
symbo 'néa'mb [ { 18051
Q) 111-05-16[11-05-18 £ ood | G000 e
B TR 0.00] -18,870,000.00|DZ |G00-801000 | ———T=n00 lf_o_cygg
= 27-05-16 0.00] -18,870,000.00[0Z [G00-801000 | ——1=555T140015020C
03-06-16{03-06-16 0.00] -18,870,000.00{DZ Goo-81)1oo:‘_____~———mm
7 26-08-16(26-08-16 0.00] -17,686,600.00|DZ |G00-80100( d_-_———ﬁo—gmar
= 01-09-16[02-09-18 000] _-306,000.00[0Z G00-601000 | e — 11200679657
9 [16-11-16[17-11-18 0.00] -20.400,000.00{DZ |GOO-B0100 | > Eo 1200687200
2] 19-11-16[19-11-16 0.00] 20,400,000 00[pZ [Goo-sotoo,__ | [60%0) 20069779
O [231116[23-1116 000] 20400000 00foz[Gooeoroo | [G000 MBS
B 01-12-16[01-12-16 0.00{ -62,730,000.00{0Z [Go0-601000] | d&ﬂl“—@i——ﬁ—;g
8 14-12-16[15-12-16 0.00[ -22,440,000.00{0Z [G00-801000] |60 ﬁ@b—g‘}’?
J 17-12-16]17-12-16 0.00] -22,440,000.00(DZ [G00-60100¢ o000 [140076809%
AL [16-12:16]10-12:16 0.00] -22.440,000.00[DZ [G080100g__| (G000 [14007718AC
0.00[-265,852,800.00{0Z !

17-06-16[17-05-16/166583046 |  3,019,200.00 0.00|RV(G00-801000 _ |0166563046 [M00O 90290559
0 19-05-16]19-05-16[166583154|  3,962,700.00 0.00[RV[G00-801000{_ |0166583154 |M000 90303580
0 20-05-16{20-05-16166583215]  3,962,700.00 0.00[RV|G00-801000 _|0166583215 [M000 [80311351
2] 21-05-16/21-05-16|166583267 | 3,962,700.00 0.001RV[G00-801000] _[0156583267 [M000 [90317712
8] |24-05-16]24-05-16(166583463 | 3,962,700.00 0.00IRV|G00-807000( _ |0166583483 [M0CO |80336014
30-05-16{30-05-16{166583798 | 3,774,000.00] __—~-0-66|RV|G00-801000] 0166583798 [M000 90372435
30-05-16{30-05-16|167541142 0.00] ,774,000.00RV [G00-8010000 _|0166583798 |MOCO 90373646
8] [30-05-1630-05-16]166583802]  3.774.000.00 Quqﬁﬁlﬁv 00801000 0166583802 [M0CO

0 31-05-16]31-05-16]166583815]  3,774,000.00 0.00{RV[G00-801000  [0166583815 |MO0O

0 31-05-16]31-05-16]166583816 | 3,774,000.00 0.00[RV|G00-801000  |0166583816 [MOCO

0 31-05-16{31-05-16(166583818 ] 3,774,000.00 0.00[RV[G00-801000  |0166583818 |MOCO

8] 31-05-16]31-05-16]166583830 | 3,774,000.00 0.00[RV|G00-801000]  [0166583830 {M0CO

2] 06-06-16{06-06-16(166584036| 3,774,000.00 0.00[RV[G00-801000] [0166584035 |M00O

o] 06-06-16]06-06-16|166584037| 3,774,000.00 0.00[RV[G00-801000  |0166584037 [M0CO 30415802
9 06-06-16]08-08-16166584038| 3.774,000.00 0.00{RV[G00-8010001  [0166584038 |M000 [404 15427
) 07-06-1607-06-16/166584121|  3,774,000.00 0.00{RV[G00-801000{  [0166584121 [M0O0 [30423353
5] 07-06-16]07-06-16/166584122  3,774,000.00 0.00{RV[G00-801000]  [0166584122 [M0QO [90423367
8 27-08-16]27-08-16|166587879 | 3,641,400.00 0.00[RV[G00-801000]  [0166587879 |G100 [50810134
27-08-16|27-08-16|166587883 | 3,641,400.00 0.00{RV{G00-801000{  [0186587883 [G100 {30910158
01-09-16[01-09-16[166588172  3,570,000.00 0.00{RV[G00-801000{  [0166588172 [M000 [90943552
8 01-09-16/01-09-16(166588173| 3,570,000.00 0.00|RV[G00-801000 0166588173 [M000 [90343703
9 03-09-16[03-09-16(1665868284 |  3,670,000.00 0.00|RV|G00-801000]  [0166588284 [M00Q [90854357
8 18-11-16/18-11-16166592639|  4,080,000.00 0.00[RV[G00-801000  [0166592639 [M00O [91414357
18-11-16]18-11-16[166592640|  4,080,000.00 0.00|RV|G00-8010001  |0166592640 [M00O [31414324
a 18-11-16[18-11-16[168592645|  4,080,000.00 0.00|RV|G00-801000 (0166592645 [M000 (91415325
B [18-11-16[18-11-16/166592662  4,080,000.00 0.00|RV|G00-801000  [0166592662 [M000 (91415812
&l 19-11-16]19-11-16[166592691]  4,080,000.00 0.00]RV[G00-8010001 10166592691 MO0 {91420488
22-11-16[22-11-16]166592864 | 4,080,000.00 0.00[RV|G00-801000  [0166592864 [M000 (91437778
9 22-11-16[22-11-16]166592911[  4,080,000.00 0.00[RV|G00-8010001  [0166592911 [M00O (9143935
B [2311-16[23-11-16/166592937|  4,080,000.00 0.00{RV|G00-8010001 (0166592937 [M000 |91444390
23-11-16]23-11-16/166592918 [ 4,080,000.00 0.00[RV{G00-801000  [0166592918 [M000 91443751
O]  [23-11-18[23-11-16[166592919|  4,080.000 00 0.00{RV|G00-8010000 0166592918 [M000 91443354
8] 251118]25-11-16( 166593065 4,080.00000 0 00[RV [G00-801000{ 0166593085 [M00O (91457219
0 25-11-16(25-11-16] 166593066 | 4,08000000]  0.00[RV[G00-801000(  |0166593066 [M00O [91457249
Q 25-11-16[25-11-16(166593067 | 4,080,000 00 0 00/RV[G00-801000(  [0166593067 [M00O 91457283
B 125.11-16[25-11-16(166593074| 4,080,000 00 ~ 000/RV]G00-801000{  |0166593074 [M000 [91457721
B8] 126-11-16]26-11-16] 166593129 4,080,000 00 ~ 000DJRV]G00-301000 10166593129 [M000 [91463193
O]  |02-12-16(02-12-16] 166593506 4,182,000 00 0 00JRV|G00-801000 0166593508 [M000 [81500760
[] 02-12-16/02-12-16]166593507 | 4,182,000.00 0 00[{RV]G00-201000(  |0166593507 [MO0Q [91500763
9]  102-12-16]02-12-16[166593511 | 4,152,000 00 0.00[RV|G00-201000(  [0166593511 [M00O 91501000
2] 02-12-16102-12-16[166593512|  4.162,000.00 0 00IRVIGOO-E010000  [01AARSG3512 IMNAA [a1-n1nAa

Page. No 9



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

Mutually Aided Co-op Union Limited L

®

] 02-12-16]02-12-16[166593534
e 4 L 4.1 Y,
#: 05-12-16]05.12-16] 166593653 “_gglggggg 0.00|RVIGC0-801000] _ [0166593534 |M000 |31501859
A ATy 4’132'000'00 0.00]RV]G00-801000] (0186593653 |MCOO |91517938
Tzl ,162,000. 0.00{RV|G00-801000  [0166593659 IM00O [91522193 |
2 66593661  4.182.000.00 0.00
06:12-16]06-12-16] 166557668 102 s RV|G00-801000{  [0166593661 |M0OO |91522339
06-12-18[06-12-16 16855300 4-182.000. 0 0.00{RV|G00-801000]  |0166593666 [MCO0 |91522601
o sloeie 182,000.00 0.00{RV|G00-801000]  [0166593668 [M0O0O 91522809
; 66593685  4,182,000.00 0.00{RV [G00: 7
07-12-16]07-12-16 6630 ) -801000{  [0166593685 [MOO0O [91523479
712|  4,182,000.00 0.00|RV[G00
OTa1810712 16 Tes5o37 s 4 -8010000 10166593712 |M000 [91528811
2 4,182,000.00 0,00[RV
OT-121607 1216 Togsa T ; G00-801000{  |0166593713 |[M0QO |91528836
18107 12 1o isestors 4.1§§,ggg.oo 0.00|RV]G00-801000] (0166593717 [M00O 91529220 |
RO ,182,000.00 0.00[RV|G00-801000| 10166593738 |M0OO0 (91530110 |
T ot 06564185 4,488 000.00 0.00[RV|G00-801000|  [0166594185 [M0CO (91589507
ey 4,488,000.00 0.00[RV|G00-8010000  [0166594186 |M0OO [G1589519
1_’-1..- o _'- 2-16]166594188|  4,488,000.00 0.00[RV[G00-801000]  [0166594188 (MO0 (91589660
7-12-1 1.'- 2-16]166594207 | 4,488,000.00 0.00[RV |G00-801000{ 0166594207 |MOOO |91590862
3 ; -12-16}1 -1' -16]166504213|  4,488,000.00 0.00]RV[G00-80000F  [0166594213 [M00Q [91591240
& 0-12-16 20-1:-16 66594289 |  4,488,000.00 0.00{RV|G00-801000]  |01665942289 |M00D [91606832
o 20-12-16120-12-16[166594294 [ 4,488,000.00 0.00{RV [G00-801000) 0186594294 |M00CO |91607457
8 20-12-16{20-12-16/166594308|  4,488,000.00 0.00[RV[G00-8010000  [0166594308 |MC00 [51608614
2 -12716_ 21-12-16{166594321 [ 4,488.000.00 0.00[RV|G00-801000] (0166594321 [M000 91613108
21-12-1621-12-16]166594343 | 4,488,000.00 0.00|[RV[G00-801000  [0186594343 [MCOO0 (91514814
21 -12-16121-12-16]166594344 |  4.488,000.00 0.00[RV [G00-801000] __[0166594344 [M0DO {91514821
22-12-16122-12-16]166594355|  4,488,000.00 0.00[RV[G00-801000] (0166584355 IM0O0 (91519472
23-12_-16 23-12-16{166594396 | 4,488.000.00 0.00|RV |G00-801000]  |0186594396 [MOCO [91825996
24-12-16{24-12-16168504435  4,488,000.00 0.00[RV[G00-801000( (0166594435 [M000 (61532606
| 2512- 24.42'_15 166534449|  4.488,000.00 0.00[RV[G00-801000f _ |0168594449 [M000 |91533543
S ) T R | 269.626,800.00] -3.774,000.00|RV |
1269,626,800.00-269,626,800.00 [

; 800.00)from the Krishna DMPA Co op Union Ltd

2) During the F.Y. 2016-201 @DMPA Co op Union Ltd is Rs. 265852800.00 (Total Sale Rs 265628800 -

RW.OdeQR?;,\Q TALO T T

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/V12/2024 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/V1Z/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.

@ ...

2 The sums referred to in sub-section (1) shall be the
following, namely:-

@ ...

(©)

(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
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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 Honble 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. 1TO [
(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.

445 In the light of the above facts and legal position, 1 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. Inthe 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 09" June, 2025.

Sd/- Sd/-
(fasra uTeRTa) (THETTH W)
(VIJAY PAL RAO) (S. BALAKRISHNAN)
SUTHE/VICE PRESIDENT W/ACCOUNTANT MEMBER

Dated: 09.06.2025
Giridhar, Sr.PS
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