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RDER
Per Shri Jason P. Boaz :

This appeal by Revenue is directed against the arder of the Commissioner of Income

Tax {Appeals)-¥, Bangalore dated 26,05 2011 for Assessment Year 2007-08,

1 The facts of the case, in brief, are as under -

21  The assessee, a credlt co-operative society, registered under the Co-operative Saciety
Act, filed its return of income for Assessment Year 2007-08 on26.10.2007 declaring NI incorme

after claiming deduction u/ BOP{Z){al{i] of the Income Tax Act, 1961 (herain after roferrod ac
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the Act] to the extent of R5.51,90,360. The case was taken up for scruting by Bsue of natice uf
143(2) on 22.9.2008 which was duly served on the assessec on 23.9.2008. The Assessing
Officer complated the assessment by order ufs. 143(3) de23.10.2009. In doing so, the
fssessing Officer denied the assessee’s claim far deduction u/ BOP{2]{alil) of the Act 1o the
axtent of B5.51,90,360 holding that the assessee = carrying an banking activities which was hit
by the amended provisions in saction B0F[4) of the 42t which became applicable in the relevant
period. The Assessing Officer also made a disallowance of Rs.4,37,727 under section 40afial of

thie Act,

2.2 Aggrieved the assessee carnad the matter in appeal before the CIT(A). The leamed
CIT(A) after examining the assessee’s claim for deduction of its income w/s. BOP{2){a)li} af the
Act, held that the assessee was a credit co-operative society, and not a co-operative bank and
was therefore entitled deduction under section 80P(2)(a)(i] of the Act. He followed the
decision of (TAT, Bangalore in the case of W/s. Bangalore Commercial Transport Credit Co-
aperative Sochety Lid in ITA No. 1069/Bang/2010 dt.8.4.2011 wherein it was held that there was
& clear distinction between a co-cperative bank and a co-operative society and that while the
provisions of section BOP(4) are applicable only to co-operative banks, credit co-operative

societies, like the assessee, were entitled for deduction under section BOP(ZHalli) of the Act.

3.0 Aggrieved the Revenue is in appeal before us, The grounds of appeal raised by the

Revenue are as under ©
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" 1. The CIT{A) has erred fn granting deduction under section 80P No)i| of the
income Tox Act, as [he ossessee 5 o co-operative soclety carrping on banking
business.

2. The CITA] has erred in granting deduction under section BOP2)alfi) relying an
the decision af the Hon'ble ITAT, Bangalore '8° Bench in ITA No.1089/Bang/2010
dated 8/4/2011 in the case of M/ Bangalore Commercial Transport Credit Co-
aperptive Society Lid., as the said case has nat reached finality,

3. The CIT{A) has not oppreciated the focts that the main motto of the co-operative
society s lending for its members, which is in the nature of banking tronsaction and
comes under the purview of sechion 80P sub-section 4 of the 1T Act, os inserted in
Finance Act, 2006 to be effective fram 1/4/2007

4. The CIT{A] has not appreciated the fact that the provisions of section 80P(4) is
equally opplicable to the gssessee who isin the nature of giving others,

5. For these ond such other grounds thot may be urged ot the time of heoring, it si
prayed thot the arder of CIT(A) is set oside and thot the order of the Assessing
Officer be restored. ™

3.1 At the outset, the learned Authorised Representative in the course of hearing submitted
that the learned CIT(A} was correct in allowing the assessee’s claim for deduction. BOP(2)a)lid
of the Act, a5 the Issue is covered in favour of the assessee by the decislon of the Tribunal in the

case of M/s. Bangalore Commercial Transpart Credit Co-operative Society Lud {supra).

3.2 The learned Departmental Representative fairly conceded that this issue was covored in
favour of the assessee in view of this Tribunal's order relied on by the assessee in the case of
M/s. Bangalore Commercial Transport Credit Co-operative Society Ltd {supra). The Tribunal
ohserved and held as under :

“The assessee wos denled the deduetion under section 80°(2)alfi) of the Act for the

reason of introductionof sub-section 4 to section 80P, Section 80P(4) reads as
follows »
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4} The provisions of this section shall net apply in relatianta aay cooperative bank
other thon a primary a.;lr.l'cufrural' credit sooiety ar g primory cooperabive agricultural
and rurol develogment bank.

Explanatian ; For the purposes of this sub-section,

{a) “co-operative bank” and “primary egeicultural credit soclely” sholl have the
meanfngs respectively assigned fo them in Port V' of the Banking Regulotion Act,
1844 (10 of 1943);

ft) “prirnary cooperative agricultural ard rurol develagment bank” means o seciely
having its aren of operation canfined to o taluk and the principal obfect of which is
to provide for fong term credit for ogricultural and rural development octivities.”

9.1 The above sub-section § of section 808 growvides that deduction under the said
section shall mot be ovailoble to onyp cooperative bonk other than & pamarny
agricultural credit society ar rural development bank, For the purpose of the said
sub-section, cooperative bank shall hove the meaning assigned to It in part V of the
Bonking Regulation Act, 1949, In Part V of the Banking Regulation Act, “cooperative
bonk™ means o Stote Coopergtive Bank, o Central Cooperative Bonk and o Primate
Copperative Bank,

8.2 From the above section, It (5 clear that the providions of section 80P(4) has got
its application enly to cooperative banks. Section SOF(4) does not define the word
“cooperative seciety”. The existing sub-section S0P{2{al{i) sholl be opplicoble to o
coaperative soclety carrying on credit focility to its members.  This view {5 clorified
by Central Board af Direct Tox vide its clorification Mo, 133/06/2007-TPL dated Sth
My, 2007, The difference between o cooperative bonk and o cooperative soclety
are as follows:-

; MNature Cooperative soclety registered under Cooperative society registered |
Bonking Reguiation Act, 1949 underkarnatako Cooperative
. Sociely Act, 1959
Registration Under the Banking Regulation EEE 1949 Copperative Societios Act, 1959,
and
Cooperative Socieiies Act, 1959,
Nature af | 1. As defined in section & of Banking 1. As per the bye laws of the
Buslness Reguiation Act, cooperative society. i
2. Con open savings bank account, 2. Society cannot open sovings
current bank occount, current acoount,
account, overdroft occount, cosh credit | issue letter of credit, discounting |
aecount, issue letter of credit, | hiits of exchonge, issue chegues,
= ; | demand drafts, pay grders, gift
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chegues, demand drafts (D0), Pay
Orders, Gift cheques, lockers, bank
guarnniees etc.

3. Cooperative Banks can act as dearing
agent for cheques, DDs, pay orders and
other forms.

4. Bonks are bound to follow the rufes,
regulations and directions issued by
Reserve Bank of India (RB1).

o

:heﬁ'rjeg lockers; bank .
guaraniees eI

3. Soeiety caonnot act as dearing
agent, for cheques, DDs, pay
grders and ather farms,

4, Spciety are bound by rules and
regulgtions as specified by in the
copparative seoieties act.

Flling of returns | Cooperotive barks haove to submir | Society has to submit the {-'nnuan'f
onnual return Lo RBI avery year. raturn to Registrar of Societies.
inspection RBI has the power to inspect occounts | Registrar  hos the power to
and overall functioning of the bonk. inspect accounts and  overoll
L — | functioning of the bank.
Part V' Part V of the Banking Reguiation Act is Part V of the Banking Reguiation
applicable Act is not
to cooparative banks, applicable to cooaperative banks.
Use of words The word ‘bank’, banker’, ‘hanking’ can The word ‘Bank’, bﬂ*er‘;

b used by
o cooperative bank.

‘banking’ cannot be
used by o cooperative SOCIEty.

9.3 If the intention of the legislature wos ﬂ:DTE grant deduction under section

BOP(2){a){i) to cooperative societles carrying an the business of providing credit
fmcﬂ-itfes to its members, then this section would have been deleted. The new
proviso to section 80P(4) which is brought into staltute (s applicable only to
cooperative banks and not to credit cooperative societies. The intention of the
legisiature of bringing in cooperative banks into the taxation structure was mainly
to bring in par with commercial banks. Since the assessee (s o cooperotive society
and not o cooperstive bank, the provisions of section BOP{4) will not have
application in the assessee’s cose and therefore, It is entitied fo deduction under
section BOP(2){a)fi] of the Act.”

4, We have heard both the sides and perused the material available on record. After due

consideration, we are of the considered view that the facts, observations and findings of the

Tribunal in the case of M/s. Bangalore Commercial Transport Credit Co-operative Society Ltd

{supra) zre ldentical with those of the Instant case and that the assessee, being a credit co-

pperative soclety s entitled to the deduction under section S80P{2)a)(i} claimed by t. We,
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therefore, hold that the order of the learmed CITIAY s in accordance with faw and no

interference 15 called far therein

5. in the result, the appeal filed by the Revenue is dismissed.

Order pronounced in the open court on 11" April, 2012

Sdf-

(GEORGE GEORGE K]
ludickal Member
Bangalore,
Dated: 11.04.2012.
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