
IN THE HIGH COURT OF KERALA AT ERNAKULAM 

Present: 

THE HONOURABLE MR. JUSTICE P.R.RAMACHANDRA MENON 
& 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19th day of March 2919/28th Phalguna, 1949 

ITA.No.97/2916() 

I.T.A. 	NO. 255/COCH/2G12OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.Y: 2999-10 

APPELLANT/APPELLANT/ASSESSEE 

THE MAVILAYI SERVICE CO-OPERATIVE BANK LTD. 

MOONAMPALAM, MAVlLAYlP.O., KANNUR DIST. 678 622 


RESPONDENT/RESPONDENT/REVENUE 

COMMISSIONER OF INCOME TAX, 

CALICUT - 673991. 


This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 917/18 and upon hearing the arguments of M/s.S.ARUN RAJ 
andC.T.SUJA, Advocates for the petitioner and of SRI. CHRISTOPHER ABRAHAM, 
STANDING COUNSEL for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT ERNAKUlAM 

present: 

THE HONOURABLE MR. JUSTICE P.R.RAMACHANDRA MENON 
& 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the I9tll day of March 20I9/28tb Phalguna, 1949 

ITA.No.135/2016(} 

I.T.A. NO.349/COCH/2012 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 

FOR THE A.Y: 2009-18 


APPELLANT/APPELLANT/ASSESSEE 

M/S.KODIYERI SERVICE CO-OPERATIVE BANK LTD. 

KALLI/rHAZHA, PARAL, THALASSERY, KANNUR.;.670 671, 

REPRESENTED BY ITS SECRETARY-IN-CHARGE, SMT.K.M.RUKMINI. 


RESPONDENT/RESPONDENT/REVENUE 

THE COMMISSIONER OF INCOME TAX, 
lilt FLOOR, AAYAKAR BHAVAN, NEW ANNEX BUILDING, 
(NORTH BLOCK), MANANCH1RA, KOZHIKODE- 673 091. 

This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7/18 and upon hearing the arguments of M/s.V.P.NARAYANAN 
AND DIVYA RAVINDRAN, Advocates for the petitioner and of SRI.CHRISTOPHER 
ABRAHAM, STANDING COUNSEL for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT 
ERNAKUlAM 

present: 

THE HONOURABLE MR. JUSTICE P R RAHACH
& " ANDRA MENON 

THE HONOURABLE MR. JUSTICE ANIL k NA 
& • RENDRAN 

THE HONOURABLE MR. JUSTICE DEVAN DADACH 
''''''11\ ANDRAN 

Tuesday, the 19th day of March 2019/28th Phalguna, 1949 
ITA.NO.3/Z017U 

I.T .A. NO.191/COCH/Z816 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.Y: 2010.11 

APPELLANT/RESPONDENT 

THE PRINCIPAL COMMISSIONER OF INCOME TAX, 
KOTTAYAM. 

RESPONDENT/APPELLANT 

M/S.VAZHAPPALLY SERVICE CO-OPERATIVE BANK LTD. 

VAZHAPPALY, CHANGANACHERRY,DT.KOTTAYAM- 686193. 


i 

J 
.:~ 

.!I This appeal again coming on for orders along with connected cases upon 
~ perusing the appeal and the affidavit filed in support thereof and this court's 

reference order dated 9/7/18 and upon hearing the arguments of SRI.JOSE JOSEPH, 
STANDING COUNSEL for the petitioner and of M/S.M.GOPIKRISHNAN NAMBIAR, 
P.GOPINATH.I K.JOHN MATHAI, JOSON MANAVALAN AND KURYAN THOMAS, Advocates for 

Respontlent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA 	 AT ERNAKULAM 

Present: 

THE HONOURABLE MR. JUSTICE P.R.RAMACHANDRA MENON 
& 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19th day of March 	2019/28th Phalguna, 1949 

ITA.No.11/2017() 

I.T.A. 	NO.358/COCH/2916 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.V: 2912-13 

APPELLANT/APPELLANT/RESPONDENT/REVE:NUE 

THE PRINCIPAL COMMISSIONER OF INCOME TAX, 
KOTTAYAM. 

RESPONDENT/RESPONDENT/APPELLANT/ASSESSEE 

THE ETTUMANOOR SERVICE CO-OPERATIVE BANK LTD. 

PEROOR ROAD, ETTUMANOOR-686631, 

KOTTAYAM DISTRICT 


This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7/18 and upon hearing the arguments of SRI. JOSE JOSEPH, 
STANDING COUNSEL for the petitioner and of M/S.FIROZE B.ANDHYARUJINA(SENIOR) 
along with ARUN RAJ.S, Advocates for Respondent, the court passed the 
following:­

p.t.o 
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IN THE HIGH COURT OF KERALA ATERNAKULAM 

Present: 

THE HONOURABLE MR. JUSTICE P.R.RAMACHANORA MENON 
& 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
. & 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19th day of March 2019/28 th Phalguna, 1949 

.TA.NO·a2/2917{) 

I.T.A. 	NO.38e/COCH/2916 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.Y: 2912-13 

APPELLANT/RESPONDENT/RESPONDENT/REVENUE 

THE PRINCIPAL COMMISSIONER OF INCOME TAX, 

KOTTAYAM. 


BESPQNDENT/APPELLANT/APPELLANT/ASSESSEE 

MlS.KIDANGOOR SERVICE CO"OPERATIVE BANK LTD. 

KIDANGOOR P.O'j KOTTAYAM DISTRICT- 686572 


This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court·s 
reference order dated 9/7/18 and upon hearing the arguments of SRI.JOSE JOSEPH, 
STANDING COUNSEL for the petitioner and of SRI.O.D.SIVADAS, Advocate for 
Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT ER.NA1(ULAftI 

Present: 

THE HONOURABLE HR. JUSTICE P.R RAMACHANDRA&' MENON 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE HR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday,the 19th day of March 2919/28~ Phalguna, 1949 

ITA.No.22/2017() 

I.T.A. 	NO.1e6/COCH/Z016 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.Y: 2012-13 

APPELLANT/RESPONDENT/RESPONDENT/REVENUE 

THE PRINCIPAL COMMISSIONER OF INCOME TAX, 

KOTTAYAM. 


RESPONDENT/APP§LLANI/APPELLANT/ASSESSEE 

THE HUNDAKKAYAM SERVICE CO-OPERATIVE BANK LTD. 

MUNDAKKAYAM, KOTTAYAM- 686513 


This appeal again coming on for otders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court' s 
reference order dated 9/7118 and upon hearing the arguments of SRI. JOSE JOSEPH, 
STANOING COUNSEL for the petitioner and of M/S.K.P.PRADEEP AND LIJI VADAKKEDAM 
Advocates for Respondent, the court passed the following:­

p.t.o 
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URT OF KERALA AT ERNAKULAM 
IN THE HIGH CO 

present: 

JUSTICE P.R.RAMACHANDRA MENON 
THE HONOURABLE MR. & 

MR JUSTICE ANIl K.NARENDRAN 
THE HONOURABLE . & 

MR JUSTICE DEVAN RAMACHANDRAN
THE HONOURABLE . 

2919/28 th Phalguna,1949
Tuesday,the 19~ day of March 


lTA.NO.26/2917C) 


H/2916 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN
I.T.A. NO.361/COC 

FOR THE A.Y: 2912-13 

APPELLANT/APPELLANT/RESPONDENT/REVENUE 

THE PRINCIPAL COMMISSIONER OF INCOME TAX, 

KOTTAYAM. 


Ri§PONDENT/RESPONDENT/APPELLANT/ASSEssEE 

THE KADAKKARAPPAlLY SERVICE CO-OPERATIVE BANK LTD. 
KADAKKARAPPALV P.O., ALAPPUZHA. 

This appeal again coming on for orders along with connected cas.es upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7118 and upon hearing the arguments of SRI. JOSE JOSEPH, 
STAND.ING COUNSEL for the petitioner and of M/S.C.A.JOJO, MATHEWS JOSEPH AND 
SREENATH V.GOPAL, Advocates for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT ERNAKULAM 

present: 

THE HONOURABLE MR.JUSTICE P.R.RAMACHANDRA MENON 
& 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19th day of March 2919/28 th Phalguna, 1949 

ITA. No.25/2017( } 

I.T.A. 	NO.369/COCH/2916 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THEA.V: 2012-13 

APPELlANT/APPELLANT/RESPONDENT/REVENUE 

THE PRINCIPAL COMMISSIONER OF INCOME TAX, 

KOTTAVAM. 


RESPONDENT/RESPONDENT/APPELLANT/ASSESSEE 

THE KIZHKKENALPATHIL SERVICE CO-OPERATIVE BANK LTD. 
CHC 28, CHERTHALA P.O., ALAPPUZHA - 688524 

This appeal again coming on for orders alOng with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7118 and upon hearing the arguments of SRI. JOSE JOSEPH, 
STANDING COUNSEL for the petitioner and of M/S.JACOB CHACKO, C.A.JOJO AND 
SREENATH V.GOPAL, AdVocates for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT ERNAKUlAM 

Present: 

THE HONOURABLE MR.JUSTICE P.R.RAMACHANDRA MENON 
& 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday(the 19th day of March 20l9/28th Phalguna, 1949 

ITA.No.32/2917(} 

I.T.A. 	NO.517/COCH/2014 OF INCOME TAX APPELLATE TRIBUNAL, CaCHIN BENCH, CaCHIN 
FOR THE A.V: 2919-11 

APPELLANT/APPELLANT/ASSESSEE 

H/S.I(ODIVERI SERVICE CO-OPERATIVE BANK LTD. 
KALLITHAZHE, P.O. PARAL, 'rHALASSERY, KANNUR-679 741, 
REPRESENTED BY ITS SECRETARY, SHRI ARUN KUMAR K.P. 

RESPONDENT/RESPONDENT/REVENUE 

THE COHMISSIONEROF INCOME TAX, 

1*t FLOOR, AAYAKAR BHAVAN, NEW ANNEX BUILDING, 

NORTH BLOCK, MANANCHIRA, KOZHIKODE- 673 e81. 


This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7/18 and upon hearing the arguments of M/s.V.P.NARAYANAN 
AND DIVYA RAVINDRAN, Advocates for the petitioner and of SRI. CH.RISTOPHER 
ABRAHAM, STANDING COUNSEL for Respondent, the court passed 'the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT ERNAKULAM 

Present: 

'rHE HONOURABLE MR.JUST~E P.R.RAMACHANbRA MENON 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19th day of M/lrch 2a19/28th Phalguna, 1949 

ITA.No.33/2917(1 

I.T.A. 	NO.516/COCH/Z914 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.Y: zeos-a9 

APPELLANT/APPELLANT/ASSESSEE 

M/S.KODlYERI SERVICE CO-OPERATIVE BANK LTD. 
KALLITHAZHE, P.O. PARAL, THALASSERY, KANNUR-678741, 
REPRESENTED BY ITS SECRETARY, SHRI ARUN KUMAR K.P. 

RESPONDENT/RESPONDENT/REVENUE 

THE COMMISSIONER OF INCOME TAX, 

1~ FLOOR, AAYAKAR BHAVAN, NEW ANNEX BUILDING, 

NORTH BLOCK, MANANCHlRA, KOZHIKODE- 673 881. 


This appeal again coming on for orders along with tonnected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7/18 and upon hearing the arguments of M/s.V.P.NARAYANAN 
AND DIVYA RAVINDRAN, Advocates for the petitioner and of SRI.CHRISTOPHER 
ABRAHAM, STANDING COUNSEL for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT ERNAKULAM 


present: 


THE HONOURABLE MR. JUSTICE P.R.RAMACHANDRA MENON 

& 

.. 

./ 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19th day of March 2919/28th Phalguna, 1940 

ITA. No. 55/2817(1 

I.T,A. NO.58/COCH/2915 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.V: 28e9-19 

APPELLANT/RESPONDENT/RESPONDENT/REVENUE 

THE PRINCIPAL COMMISSIONER OF INCOME TAX, 

KOTTAVAM. 


RESPONDENT/APPELLANT/APPELLANT/ASSESSEE 

M/S.POONJAR SERVICE CO-OPERATIVE BANK LTD., 

POONJAR P.O.,KOTTAVAM DI~rRICT- 686681. 


This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7/18 and upon hearing the arguments of SRI.JOSE JOSEPH, 
STANDING COUNSEL for the petitioner and of SRI.A.KUMAR, Advocate for Respondent, 
the court passed the following:­

p.t.o 

-
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IN THE HIGH COURT OF KERALA AT ERNAKULAM 


Present: 


THE HONOURABLE MR. JUSTICE P.R.RAMACHANDRA MENON 
. & 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19t1l day of March 2919/28tll Phalguna, 1949 

ITA.NO.68/2917() 

I.T.A. 	NO.349/COCH/2916 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.Y: 2912-13 

APPELLANT/RESPONDENT/RESPONDENT/REVENUE 

THE PRINCIPAL COMMISSIONER OF INCOME TAX, 

KOTTAYAM. 


RESPONDENT/APPELLANT/APPELLANT/ASSESSEE 

M/S.SAHYADRI CO-OPERATIVE CREDIT SOCIETY LTD. 
1St FLOOR, AMAL JYOTHI BUILDING, CATHEDRAL ROAD, 
KANJlRAPPALLY, KOTTAYAM686597. 

This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7/18 and upon hearing the arguments of SRI.JOSE JOSEPH, 
STANDING COUNSEL for the petitioner and of M/s.A.KUMAR AND G.MINI, Advocates for 
Respondent, the court passed the following:­

p.t.o 
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I~ THE HIGH COURT OF KERALA AT ERNAKULAM 

present: 

THE HONOURABLE MR. JUSTICE P.R.RAMACHANDRA MENON 
& 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday I the 19th day of March 2G19/28lh Phalguna, 1949 

ITA.No.69/Z017(1 

I.T.A. NO.339/COCH/2915 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 

FOR THE A.Y: 2019-11 


APPELLANT/APPELLANT/ASSESSEE 

THE CHOVVA CO-OPERATIVE RURAL BANK LTD. 

CHOVVA P.O., KANNUR -679 906 

REPRESENTED BY ITS SECRETARY AJAYAKUMAR C.V. 


RESPONDENT/RESPONDENT/REVENUE 

CQHMISSIDNEROF INCOME TAXI 

CALICUT - 673001. 


This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7/16 and upon hearing the arguments of M/s.S.ARLIN RAJ 

and C~T .SUJA Advocates for the petitioner and of SRI. CHRISTOPHER ABRAHAM,I 

STANDING COUNSEL for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT ERNAKULAM 

present: 

THE HONOURABLE MR.JUSTICE P.R.RAMACHANDRA MENON 
& 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
&. 


THE HONoURABLE MR. JUSTICE DEVAN RAMACHANDRAN 


Tuesday, the 19th day of March 2919/28th Phalguna, 1949 

ITA.No.7212017() 

I.T.A. 	NO.339/COCH/2912 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.Y: 2999-19 

APPELLANT/RESPONDENT/ASsessEe 

THE MULLAKKODI CO-OPERATIVE RURAL BANK LTD. 

MULLAKKODI, P.O.KOLANCHERY, KANNUR DIST-67GS91. 


RESPONDENT/RESPONDENT/REVENUE 

COMMISSIONER OF INCOME TAX, 

CALICUT - 673991. 


This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7/18 and upon hearing the arguments of M/s.S.ARUN RAJ 
and C. T.SUJA , Advocates for the petitioner and of SRI.CHRISTOPHER ABRAHAM, 
STANDING COUNSEL for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT ERNAKULAM 

present: 

THE HONOURABLE MR. JUSTICE P.R.RAMACHANDRA ME 
& NON 

THE HONOURABLE MR. JU:rICE ANtL K.NARENDRAN 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19th day of March 2019/2sth Phalguna, 1946 

ITA.NO.73/2017(1 

I.T.A. 	NO.561/COCH/2614 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.Y: 2907-08 

APPELLANT/APPELLANT/ASSESSEE 

THE MAYYlL SERVICE CO-OPERATIVE BANK LT.D. 

MAYYIt, KANNUR-679G06, REPRESENTED BY ITS SECRETARY, 

C.RAJAN. 


, 

RESPONDENT/RESPONDENT/REVENUE 

COMMISSIONER OF INCOME TAX,\ CALICUT - 673801. 

This appeal again coming on for orders along with connected cases upon 
perusing the appeal. and the affidavit filed in support thereof and this court's 

reference order dated 9/7/18 and upon hearing the arguments of M/s.S.ARUN RAJ 
and C. T.SUJA, Advocates for the petitioner and of SRI. CHRISTOPHER ABRAHAM, 

STANDING COUNSEL for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA AT ERNAKULAM 

Present: 

THE HONOURABLE MR.JUSTI~E P.R.RAMACHANDRA MENON 

THE HONOURABLE MR. JUSTICE ANIL K,NARENDRAN 
& 

THE HONOURABLE MR.JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19th day of March 2G19/28th Phalguna, 1949 

ITA.No.74/2817{1 

I.T.A. NO.179/COCH/2915 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 

FOR THE A.Y: 28G8-09 


APPELLANT/APPELLANT/ASSESSEE 

THE KARARtNAKAM SERVICE CO-OPERATIVE BANK LTD. 

KURUVA, KADALAVI(P.O. f>KANNUR -670 907 


RESPONDENT/RESPONDENT/REVENUE 

COMMISSIONER OF INCOME TAX, 

CALICUT • 673901. 


This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 917/18 and upon hearing the arguments of M/s.S.ARUN RAJ 
and C. T.SUJA, Advocates for the petitioner and of SRI.CHRISTOPHER ABRAHAM, 
STANDING COUNSEL for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGti COURT OF KERALA AT ERNAKULAH 

present: 

THE HONOURABLE MR.JUsTICE P.R.RAMACHANDRA MENON& . 
THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 

& 
THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19th day of March 2919/28th Phalguna, 1940 

ITA.No.7512917() 

I.T.A. 	NO.563/COCH/2014 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 
FOR THE A.Y: 2019-11 

APPELLANT/APPELLANT/ASSESSEE 

THE MAYVIL SERVICE CO-OPERATIVE BANK. LTD. 

MAVYIL, KANNUR-67000B, REPRESENTED BY ITS SECRETARY, 

C.RAJAN. 


RESPONDENT/RESPONDENT/REVENUE 

COMMISSIONER OF INCOME TAX, 
CALICUT - 673081. 

This ,-ppeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 9/7/18 and upon hearing the arguments of "/S.S.ARUN RAJ 
and C.T.SUJA , Advocates for the petitioner and of SRI.CHRISTOPHER ABRAHAM, 
STANDING COUNSEL for Respondent, the court passed the following:­

p.t.o 
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IN THE HIGH COURT OF KERALA 	 AT ERNAKUlAM 

present: 

THE HONOURABLE MR.JUSTICE P.R.RAMACHANDRAMENON 
& 

THE HONOURABLE MR. JUSTICE ANIL K.NARENDRAN 
& 

THE HONOURABLE MR. JUSTICE DEVAN RAMACHANDRAN 

Tuesday, the 19"1 daY of March 20l9/28th Phalguna, 1949 

ITA.No.76/2017(} 

I.T.A. 	NO.562/COCH/2G14 OF INCOME TAX APPELLATE TRIBUNAL, COCHIN BENCH, COCHIN 

FOR THE A.Y: 2.998-99 


APPELLANT/APPELLANT/ASSESSEE 

THE MAVYIL SERVICE CO-OPERATIVE BANK LTD. 

MAVYIL, KANNUR-670GG6, REPRESEN'rED BY ITS SECRETARY, 

C.WAN. 


RESPONDENT/RESPONDENT/REVENUE 

COMMISSIONER OF INCOME TAX, 
CALICUT - 673891. 

This appeal again coming on for orders along with connected cases upon 
perusing the appeal and the affidavit filed in support thereof and this court's 
reference order dated 917/18 and upon hearing the arguments of M/s.S.ARUN RAJ 
and C.T.SUJA , Advocates for the petitioner and of SRI. CHRISTOPHER ABRAHAM, 
STANDING COUNSEL for Respondent, the court passed the following:­

p.t.o 
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"CR" 
P.R. 	RAMACHANDRA MENON, ANIL K. NARENDRAN 

DEVAN RAMACHANDRAN (JJJ) .& 
==============================---­
ITA Nos.97 and 135 of 2.016, 3, 1~, 12t.22, 25-2"6=;;=;; 

55, 68, 69, 7,2, 73, 7~, 7S and 76 of 2017' , , 
_a===~~=Q~~===~==~====,==~=~~=~==--__ -­

Dated this the 19th day of March, 2019 ~ ------ ,--" 

ORDER 

ANIL K. NARENDRAN, J. 

This batch of Income Tax Appeals are listed before the Full Bench, 

~ft:er obtidning orders from the Hon'ble Acting Chief ,Justice, b.ased on a 

reference order dated 09.07.2018 of the Division Bench. One of the . . 

substantial questions of law raised in these appeals Is as to whether the 

respective assessees are eligible for exemption under Section BOP of the 

Income Tax Act, 1961, after the introduction ofsub-section (4) thereof. 

2. Before the Division Bench, the assessees contended that the 

issue is covered by the decision of a DIYision Bench of this Court in 

Chirakkal Service Co-operative Bank ltd. v. Commissioner of 

Income Tax [(2016) 384 ITR 490 (Ker)]. On the other, hand, the 

Revenue contended that the aforesaid decision was rendered without 

noticing the decision of yet another Division Bench in Perinthalmanna 

Service Co-operative Bank Ltd. v. Income Tax Officer and another 

[(2014) .36.3 ITR 268 (Ker)]. A readin.g ·of the order of reference 

would show that the learned Senior Counsel/learned counsel for the 

'<;essees raised certain grounds to dissuade the Division Bench from 

! 
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referring the issue to a Larger Bench. After considerIng th . 
ose contentIons 

the· decisions in Perinthalmanlla S •ervlce Co­

operative Bank [363 ITR 268] and Chirakkal Service Co t' 
~opera Ive 

Bank [384 ITR 490], the Division Bench referred the matter to be 

placed before the Larger Bench, relying on the judgment of the Apex 

Court in Assistant Commissioner of Income Tax v. Victory Aqua 

Farm Ltd [(2015) 280 CTR 32 (SC)]. The Division Bench noticed that 

there is dlvergence of opinjon expressed by the two Division Benches in 

, Perinthalmanna [363 ITR 268] and Chirakkal [384 ITR 490]. In( 

Perinthalmanna the ac~ion of the AsseSSing Officer in having extended 

the benefit of deduction under Section SOP of the Income Tax Act, by 

reasons of sub-section (4) thereof, by merely looking at the registration 

certificate under the Kerala Co-operative SOCieties Act, 1969 and the 

nomenclature given by the Department of Co-operative Societies was the 

subject of suo motu revision and the revisional order was approved by 

the Division Bench and it waS also held that the AsseSSing Officer has to 

complete assessment taking due from the observations made by the 

Revislona( Authority, which will provide an Insight to the nature of 

enquiry and ascertainment of the factual situation. In Chirakkal, the 

Divjsion ~ench djd not notice the earlier judgment in Perinthalmanna. 

'After referring ·to the prOVisions under the Kerala Co-operative Societies 

Act and the Banking Regulation Act
l 

1949 the Division Bench held that 
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the certificate of registration issued by the Department cat .. 
egonsmg the 

assessee as Primary Agricultural Credit Society could be reI' d
Ie on solely 

to grant deduction under Section 80P of the Income Tax Act. 

3. Brief facts of the respective Income Tax Appeals, necessary 

for answering the reference, are as follows; 

3.1. ITA No.97 of 2016:- The appellant, which is a Primary 

Agricultural Credit Society (for brevity 'PACS') registered under the 

KeraJa Co-oper.ative Soc]eties Act, 1959 .(forbreyity 'the KCS Act') and 

the Rules made thereunder, Le., the Kerala Co-operative Societies Rules, 
1969 (for brevity 'the KCS Rules') is an assessee on the rolls of the 

Income Tax Officer, Ward-1, Kannur. Theappeltant has filed this appeal 

under Section 260A of the Income Tax Act, 1961 (for brevity 'the IT Act') 

challenging Annexure-C order dated 31.01.2013 of the Income Tax 

AppeHate Tribunal, Cochin Bench in ITA No.255/Coch/2012 for the 

Assessment Year 2009-2010, arising out of Annexure-A assessment 

order dated 19.12.2011 of the Income Tax Officer, Ward-l, Kannur and 

Annexure-B appellate order dated 21.08.2012 of the Commissioner of 

Income Tax (Appeals)-II, Kozhikode. 

3.2. ITA No.135 of 2016:- The appellant, which is a PACS is an 

assessee on the rolls of the Income Tax Qfflcer, Ward-l, Kannur. The 

appellant 'has filed this app'eal :under Section 260A of the IT Act 

challenging Annexure-D order dated 22.04.2013 of the Income Tax 
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Appellate Tribunal, Cochln Bench in ITA No.340/CoCh/2012, for the 

Assessment Year 2009-2010, arising out of Annexure B . ... , - dssessment 

order dated 15.12.2011 of the Income Tax Officer, Ward-l, Kannur and 

Annexure-C appellate order dated 21.09.2012 of the Commissioner of 

Income Tax (Appeals)-II, Kozhikpde, 

3.3. ITA No.3 of 2017:- The respondent, which is a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-3, Thiruvalla. The 

Revenue has filed thJs appeal under Section 260A of the IT Act 

challenging Annexure-C order dated 19.07.2016 of the Income Tax 

Appellate Tribunal, Cochin Bench in ITA No. 191/Coch/2016, for the 

Assessment Year 2010-2011, arising out of Annexure-A assessment 

order dated 26.03.2013 of the Income Tax Officer, Ward-3, Thiruvalla 

and Annexure-B appellate order dated 10.02.2016 of the Commissioner 

of Income Tax (Appeals), Kottayam. 

3.4. ITA No.11 of 2011:- The respondent, which is a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-5, Kottayam. The 

Revenue has filed this appeal under Section 260A of the IT Act 

challenging Annexure-C order dated 17.11.2016 of the Income Tax 

Appellate Tribunal l Cochin Bench In ITA No.358/Coch/2016, for the 

Assessment Year 2012-2013, arisjng put of Annexure-A assessment 

order dated 13.03.2015 of the lncome Tax Officerl Ward-5 1 Kottayam and 

Annexure-B appellate order dated 06.06.2016 of the Commissioner of 
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Income Tax (Appeals), Kottayam. 

3 5 ITA No.12 of 2017:-The respondent wh'lch' -'.
• • , IS a PACS IS an 

assessee on the rolls of the Income Tax Officer, Ward-S K tt 
, 0 ayam. The 

Revenue has filed this appeal under Section 260A of the IT Act 

challenging Annexure-C order dated 31.10.2016 of the Income Tax 

Appellate Tribunal, Cochin Bench in ITA No.300/Coch/2016, for the 

Assessment Year 2012-13, arising out of Annexure-A assessment order 

dated 19,03.2015 of the Income Tax Officer, Ward-5, Kottayam and 

Annexure-B appellate order dated 20.01.2016 of the Commissioner of 

Income Tax (Appeals), Kottayam. 

3.6, ITA No.22 of 2017:- The respondent, which is a PACS is an 

assessee on the rolls of the Income Tax. Officer, Ward-5, Kottayam. The 

Revenue has filed this appeal under Section 260A of the IT Act 

challenging Annexure-C order dated 31.10.2016 of the Income Tax 

Appellate Tribunal, Cochin Bench In ITA No.l06/Coch/2016, for the 

Assessment Year 2012"'13, arising out of Annexure-A assessment order 

,. dated 13.03.2015 of the Income Tax Officer, Ward-S, Kottayam and 

Anl1exure-B appellate order dated 29.01.2016 of the Commissioner of 

Income Tax (Appeals), Kottayam. 

3.7. ITA No.25 of 2017:- The respondent, which 1s a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-5, Alappuzha. The 
,, 

I1 

Revenue has filed this appeal under Section 260A of the IT Act 
I
I . 
f 
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challeng",ng Annexure-C order dated 18.11.2016 f 
Q the Income Tax 

Appellate Tribunal, Cochifl Bench in ITA No.360/CoCh/2016, for the 

Assessment Year 2012-13, arising out of Annexure-A assessrnent order 

dated 27.03.2015 of the Income Tax Officer, WanJ-5, Alappuzha and 

Annex:ure-B appellate order dated 02'0,6.2016 of the Commissioner of 

Income Tax (Appeals), Kottayam. 

3.B. ITA No.26 of 2017:- The respondent, which is a PACS is an 


a,Ssessee on the rolls pf the Income Tax Officer, Ward-5, Alappuzha. The 


Revenue has filed this appeal under Section 260A of the IT Act 


challenging Annexure-C order dated 18.11.2016 of the Income Tax 


Appellate Tribunal, Cochln Bench in ITA No.361/Coch/2016, for the 


Assessment Year 2012-13, arising out of Annexure-A assessment order 

dated 27.03.2015 of the Income Tax Officer, Ward-5, Alappuzha and 

Annexure-B appellate order dated 02.06.2016 of the Commissioner of 

Income Tax (Appeals), Kottayam. 

3.9. ITA No.32 of 2017:- The appellant, which is a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-2, Kannur. The 

appellant has filed this appeal under Section 260A of the IT Act 

challenging Annexure-C order dated 12.02.2015 of the Income Tax 

Appellate Tribunal, Cochin Bench in ITA NO.517/Coch/2014, for the 

Assessment Year 2010-11; arising out of Annexun:i':A assessment order 

dated 26.03.2013 of the Income Tax Officer, Ward-2, Kannur and 

---'"--_#~'" 
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Annexure-B appellate order dated 30.09.2014 of th 
e Commissioner of 

Income Tax (Appeals)-II/ Kozhikode. 

3.10. ITA No.33 of 2017:- The appellant which' 
I IS a PACS is an 

assessee on the rolls of the Income Tax Officer: Ward 2 
I -	 / Kannu~ The 

appellant has filed this appeal under Section 260A of the IT Act: 

challenging Annexure-C order dated 12.02.2015 of the Income Tax 

Appellate ll~ibunalT Cochin Bench in ITA No.516/Coch/2014, for the 

Assessment Year 2008-09, arjsjng out of AnnexJJre-A assessment ord~r 

" 	 dated 28.03.2013 of the Income Tax Officer, Ward-2, Kannur and 

Annexure-B appellate order dated 30.09.2014 of the Commissioner of 

Income Tax (Appeals)-II, Kozhikode. 

3.11. ITA No.55 of 2017:- The respondent, which is a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-3, Kottayam. The 

Revenue has filed this appeal .under Section 260A pf the IT Act 

challenging Annexure-C order dated 22.03.2017 of the Income Tax 

Appellate Tribunal, Cochin Bench in ITA NO.58/Coch/2015, for the 

Assessment Year 2009-10, arising out of Annexure-A assessment order 

dated 30.12.2011 of the Income Tax Officer, Ward-3, Kottayam and 

Annexur-e-B appellate order dated 31.10.2014 of the Commissioner of 

Income Tax (App~aJs)-V, KoehL 

3.12. ITA No.GSo' 2oi1:- The respondent, which is a Multi-State 

Co-operative Society registered under Section 7 of the Multi-State Co-
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operative Societies Act, 2002 is an assessee on th . 
e rolls of the Income 

Tax Officer, Ward-4, Kottayam. The Revenue. has filed tho .... . 
. . . . IS appeal under 

Section 260A of the IT Act challenging Annexure_c .. 
order dated 

26.05.2017 of the Income Tax Appellate Tribunal Coch'ln B . h . , enc In ITA 

No.340/Coch/2016, for the Assessment Year 2012-13, arising out of 

Annexure-A assessment order dated 31.03.2015 of the Income Tax 

Officer, Ward-4, Kottayam, and Annexure-B appellate order dated 

31.05.2016 of the Commissioner of Income Tax (Appeals), Kottayam. 

3.13. ITA No.59 of 2017:- The appellant, which is a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-l
1 

Kannur. The 

appellant has filed this appeal lJnder Section 2.60A of the IT Act 

challenging Annexure-C order dated 02.11.2015 of the Income Tax 

Appelfate Tribunal, Cochin Bench in ITA No.339/Coch/2015, for the 

Assessment Year 2010-11, arjsing put of Annexure~A assessment oroer 

dated 04.03.2013 of the Income Tax Officer, Ward-it Kannul'" and 

Annexure-B appellate order dated 20.03.2015 of the Commissioner of 

\' 1ncome Tax (Appeals), Kozhikode. 

3.14. ITA No.72 of 2017;- The appellantr which is a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-4, Kannur. The 

QPpeHant has fHed this appeaJ under Section 260A of the IT Act 

challenging Annexure'-C order dated' 06.03.2015 of: the Income Tax 

Appellate Tribunal, Cochin Bench in ITA No. 330/Coch/2012, for the 
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Assessment Year 2009-10, arising out of Annexure_A 
assessment order 

21.12.2011 of the Income Tax Officer,. Ward-4 
, .,. I . Kannurand 

Annexure-B appellate order dated 21.09.2012 of th
e Commissioner of 

IncorneTax (Appeals)-II, Kozhikode. 

3,15. ITA No.73 of 2017:- The appellant, which is a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-4, Kannur. The 

appellant has filed this appeal under Section 260A of the IT Act 

challenging Annexure-C order dated 02.11.2015 of the Income Tax 

Appellate Tribunal! Cochin Bench in ITA No.561/Coch/2014, for the 

Assessment Year 2007-08, arising out of Annexure-A assessrnent order· 

dated 26.03,2013 of the Income Tax Officer, Ward-41 Kannur and 

Annexure-B appellate order dated 30.09.2014 of the Commissioner of 

Income Tax (Appeals), Kozhikode . 

.3.16. JTA No .. 74 of 2017;- The appeJlant, whjch is a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-it Kannur. The 

appellant has filed this appeal under Section 260A of the IT Act 

\: challenging Annexure-C order dated 02.11.2015 of the Income Tax 

Appellate Tribunal, Cochin Bench in ITA No. 179/Coch/2015, for the 

Assessment Year 2008-09, arising out of Annexure-A assessment order 

dated 07,12.2010 of the Income Tax Officer, Ward-l/ Kannur and 

" Annexure-B appellate orde·r'dated 03.12.2014 of'the: Commissioner of 

Income TuX (Appeals)/ Kozhikc;>de. 
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3.17. ITA Na.75 af 2017:- The appellant, whl I . 
c) IS a P;',CS is an 

assessee on the rolls of. the Income Tax. Officer W d 
. 	 .. 1 ar -4, Kannur. The 

appellant has filed this appeal under Section 260A f 
o the IT Act 

challenging Annexure-C order dated 02.11.2015 of th 
e Income Tax 

Appellate Tribunal, Cochin Bench in ITA No.S63/C;ocll/2014, for the 

Assessment Year 2010-11, arising out of Annexure-A assessment order 

dated 28.03.2018 of the Income Tax Officer, Ward-4, Kannur and 

Annexure-B appeJJate order dated 30,09,2014 of the Commlssioner of 

. Income Tax (Appears), Kozhikode. 

3.18. ITA No.76 of 2017:- The appellant, which is a PACS is an 

assessee on the rolls of the Income Tax Officer, Ward-4, Kannur. The 

appellant has filed this appeal under Section 260A of the IT Act 

challenging Annexure-C order dated 02.11.2015 of the Income Tax 

Appellate TribunaJ, Cochjn Bench in ITA No,S62/Coch/2014/ for the 

Assessment Year 2008-09, arising out of Annexure-A assessment order 

dated 28.03.2013 of the Income Tax Officer, Ward-4, Kannur and 

; . 	 Annexure-6 appellate order dated 30.09.2014 of the Commissioner of 

Income Tax (Appeals), Kozhikode. 

4. The learned Senior Counsel/learned counsel for the 

assessees wouJd contend th.at the authorities under the IT Act a.re 

neither competent nor possess: jurisdrctiOn to resolve the dispute as to 

whether the assessee is a Primary Agricultural Credit Society or a Co-
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operative Bank, within the meaning aSSigned to it und 
er the provisions of 

the Bar1king Regulation Act,.1949 (for brevity, 'the BR A ' . . 
- - ... ct), In vIew of 

the Ex, lanation provided after clause (ccVi) of Section 5 f th' . 
o e saId Act, 

read with Section 56. The registration certificate of th . 
e assessees Issued 

by the Hcoistr~w of Co-operative Societies under sub-section (1) of 

Seetio S of the KCS Act is a conclusive evidence as to the registration of 

the Society as a Primary Agricultural Credit Society. In such 

circum) nres, if the assessee js hayjng a vaJjd reglstratjon under 

Section n the KCS Act, the authorities under the IT Act have to extend 

the ben fit of deduction provided ~nder Section SOP of the IT Act, by 

reason s~Jb-sectjon (4) thereof, to such societies. The learned counsel 

for th (C'ssee in ITA No.58 of 2017i which is a Multi-State Co­

opera!"! Dciety registered under Section 7 of the Multi-State .Co­

op~rat: .-, Societies Act, 2002 wouJd also raise similar contentions. 

contra, the learned Senior Counsel/Standing Counsel for 

Reven' . lid contend that deduction under Section BOP of the IT Act, 

after t l fToduction of sub-section (4) thereof, cannot be allowed to an 

assess' -':-ely on the strength of certificate of registration under 

Sectior: ~Ile I<CS Act and the Assessing Officer has ample power 

"'ourse of assessm~nt to examine the eligibility of the 
. . 

assess~ uch deduction~ for eath assessment-year . 

6. ,", ice, other substantial questions of law have also been 
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raised in the respective Income Tax Appeals, We deem it 
a l'opriate only 

to answer the question referred to the Full Bench With f
' re erence to the . 

claim for deduction under of Section BOP of the IT Act b\; :-;'.,. 
I I' ,.cLcln ofsub­

section (4) thereof. Though the learned Senior Counscijthelearned 

counsel for the assessees and also the learned Standing Counsel for the 

Revenue raised various contentions on merits, as to the clairn made by 

the respective assessees for deduction under Section 80P of the IT Act, 

by reaSDn .of sub-section (4) thereof, we dQ not propose to consider 

those issues in this order. 

7. Before proceeding to answer the question refen-ed to the Full 

Bench/ we deem it apposite to refer the. relevant provisions under the 

KCS Act, the KCS Rules, the IT Act and the BR Act. 

8. Clause (f) of Section 2 of the KCS Act define 'Co-operative 

SDciety' or 'S.och~ty' tD mean a Co-oper.ative Society registered or 

deemed to be registered under the said Act. Clause (I) of Section 2 

define 'member' to mean a person joining in tht; application for 

registration .of a Co-operative Society or person admitted to membership 

after such registration in accordance with the Actl the Rules and the Bye­

laws and includes a nominal or associate member. Clause (m) of Section 

2 define 'nDminal or assDcjate member' to mean ,a member/ who 

possesses only such p'~ivileges and right of a member who 'is subject only 

tosu'chliabilities ofa member as may be specified in the bye-laws. 
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8.. 1. Clause (oa) of Section 2 of the KCS Act. 
Inserted by the 

Co-operative Societies (Second Amendment) Act . 
, 1997, with 

effect from 29.12.1997, define 'Primary Agricultural Cred'lt S . t Ioele y to 

a Service Co-operative Society, a Service Co-operative B2mk, a 

farmers Service Co-operative Bank and a Rural Bank, tbe principal object 

of which is to undertake agricultural credit activities. Clause (oa) was 

substituted by the Kerala Co-operative Societies (Amendment) Act, 

19991 with effect from 01.01.2000, whjch defjne 'Prim.ary Agricultural 

Credit Society' to mean a Service Co-operative Society, a Service Co­

operative Bank/ a Farmers Service Co-operative Bank and a Rural Bank, 

the principal object of which is to undertake agricultural .credit activities 

and having its area of operation confined to a Village Panchayat or a 

Municipality. Clause (oa) was· substituted by the Kerala Co-operative 

Societies (Amendment) Act/ 2010, with effect from 2.8,04.2010, which 

define 'Primary Agricultural Credit Society' to mean a Service Co­

operative Society, Service Co-operative Ban k, a Farmersl Service Co­

operative Bank and a Rural Bank, the principal object of which is to 

undertake agricultural credit activities and to provide loans and advances 

for agricultural purposes, the rate of interest on such loans and advances 

shall be fjxed by the Registrar and haying its area of operation confine to 
" . . ~ . ...., .. 

a . VifIage, Panchayat or Muni·~ipality. The first proviso to clause (oa) 
. '- - -.- -~; ,,: ' . 

'~Bt&Vfd~sCthat, the restriction regarding the area of operation shall not 
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apply to societies or banks in existence at the com 
mencement of the 

Kerala Co-operative Societies (Amendment) Act 1999' . . 
, '. The second 

proviso to clause (oa) provides further that, if the above prO . I . 
~ _ InCipa object 

is not fulfilled, such Societies shall lose all characteristics of. p'a nmary: 

Agricultural Credit Society as specified in the Act, Rules and By:e-Iaws, 

except the existing staff strength. Clause (oa) of Section 2 of the KCS 

Act was re-numbered as clause (oaa) by the Kerala Co-operative 

(Amendment) Act, 2013[ with effect from 14.02.2013. 

8.2. Chapter II of the KCS Act deals with registration of Co­

operative SOCieties. As per Section 4, subject to the provisions of the 

Actl a Co-operative Society which has its object the promotion of the 

economic interest of its members or the interests of the public in 

accordance with co-operative principles, or a society established with the 

object of facHitating the operations pf such a societYI may be registered 

under the Act. Section 6 deals with application for registration of Co­

operative Societies. As per sub-section (1) of Section 6, an application 

for the registration of a Co-operative Society shall be made to the 

Registrar in such form. as may be prescribed and the applicant shall 

furnish to him such information about the society as he may require..As 

per sub-section (2) of Section (6), every such application shall conform 

to the ~eq~irements enumerated in cI~u~es' (a) to (c) of sub-section (2). 

Clause (a) to· sub-section (2) provides that the application shall be 
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Section 7 of the Act deals with registration. 

15 

ies of the osed b e-Ia 
ws of the sQciet . 

As p . 
. ersub-section (1) of 

Section 7, if the Registrar is satisfied (a) that the a II . . 
pp cation complies 

with the provisions of Act and the Rules; (b) that th b·' 
- e 0 ]ects of the 

proposed society are iO accordance with Section 4; (c) that the area of 

operation of the proposed society and the area of operation of another 

society of similar type do not overlap; (d) that the proposed bye-laws 

are not contrary to the provisions of the Act and the Rules; and (e) that 

the proposed society complies with the requirements of sound business; 

he may register the society and its bye-laws within a period of 90 days 

fromthe date of receipt of the application. 

8.3. Section 8 of the KCS Act deals with Registration Certificate. 

As per sLib-section (1) of Section 8, where a Co-operative Society is 

registered under the Act, the Registrar shall issue a certificate of 

registration signed and sealed by hitnr which shall be conclusive evidence 

that the said society is duly registered under the Act. As per Section 9 of 

the Act, the registration of a society shall render it a body corporate by 

the name under which it is registered, having perpetual succession and a 

common seal and with the power to hold the property, enter into 

contracts, jnstitute and defend sujts and other legal proceedings .and to 

,do alrthing necessary for the' purposes for which it was constituted. The 

proviso to Section 9 provides that, the Government and the Registrar 
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shall have power to regulate the working of a SOCiet 
Y for the economic 

and social betterment of its members and the ~eneralpublic.. 

8.4. Section 12 of the KCS Act deals with ame d . 
n ment of bye-laws 

of a society. As per sub-section (1) of Section 12 no am d . 
I en . ment of any 

bye-laws of a so~iety shall be valid unless Such arnondm t h . ~ en as been 

registered under the Act. As per sub-section (2.) of Section 12, the 

provisions of Section 7 specifying the conditions to be satisfied before 

regjstratIon of bye-laws of .8 society by the Registr.ar shaH, mutatjs 

mutandis, apply also to the registration of amendments to bye-laws. As 

per Section 13, an amendment of the bye-laws of a SOCiety shall, unless 

jt is expressed to come into operation on a Ps;jrticu!arday, come into 

force on the day on which it is registered. 

8.5. Section 15 of the KCS Act deals with cancellation of 

regjstratjon certjfjcates of socjetjes in certain cases, Sub-section (1) of 

Section 15 deals with cases where the whole of the assets and liabilities 

of a society are transferred to another society in accordance with the 

provIsions of Section 14; sub-section (2) deals with cases where two or 

more societies are amalgamated into a new society in accordance with 

the provisions of Section 14; and sub-section (2) deals with cases where 

a society is diyJded into two or more socieUes in accordance with the 

. . .provislonsof-Sedion 14: . 

9. Chapter II of the KCS Rules deals with registration of Co-
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operative Societies and their bye-laws. RUle 3 deals w'th 
I application for 

registration. As per sub-rule .(1) of Rule 3 ever 
. . . .. , . Y application for 

registration of a Society under sub-section (1) of Section 6 h II b . 
s a e made 

in dupficate in Form No.1, accompanied by the documents 
enumerated in 

clauses (a) to (e) of sub-rule (i). Rule 4 deals with registration, As per 

clause (i) of Rule 4, on receipt of an application under Rule 3/ the 

Registrar shaH enter particulars of the application in the register of 

appHcatjon to be majnt.a.ined in .Form Np,2, give a seriaJ number to the 

application t and issue a receipt in acknowledgement thereof. As per 

clause (iOt the Registrar shall then examine the application and the bye­

IgwS in order to satisfy thgt the conditions specified in clauses (a) to Ce) 

of Section 7. and Rule 3 are satisfied. As per clause (iii), the Registrar 

may call for such further information or make such enquiry as he may 

deem necessary or direct the Chjef Promoter to make such modifications 

in the proposed bye-Jaws as he may deem fit. The Chief Promoter shall 

thereupon furnish such information or make such modifications in the 

proposed bye-laws as the Registrar may direct with the consent Qf the 

applicants within a period to be specified by him. As per clause (iv), if 

the Registrar is satisfied that the proposed Society ,has complied with th_e. 

above reguirements he may register the sgciety and its bye-Jaws and 

,. issue to' the "society free ·ofcost acertificate· of regIstration' in Form No.3 
. .. . I . 

.'s!~n~d by himself and bearing his official seal along with a certified copy 
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of the bye-laws as approved and registered by h 
im. The certificate of 

registration shall contain the registration. number of th . 
. . . . e Society and the 

date of its registration. The Registrar may assign for each D' . 
IStriCt and 

each class or such class of societies, a code symbol , for giving 

n:;l9rstrt;lt.iQJJ n.LJ.mb~r:s to th~ .SQ~Jetje.s, When a sOciety has been 

registered, the bye-laws as approved and registered by. the Registrar 

shall be the registered bye-IClws of the society for the time being in force. 

As per dause (y), jf the Registrar is satisfied that the proposed society 

will not fulfil the economic interest of the public in accordance with the 

Co-operative Principles mentioned in Schedule II of the Act or the 

regjstratipn of .the society wHl make an adverse effe!;t on the 

development of co-operative movement or.he is satisfied that the objects 

of the proposed society is against the preamble of the Act, the Registrar 

shaJI pass an order of refusal together with the reasons thereof and 

communicate it by registered post or speed post or such courier services, 

approved by the High Court of Kerala/Government of Kerala to the Chief 

Promoter withjn 1.5 days of sllch order. 

9.1. Rule 5 of the KCS Rules deals with subject matter of bye­

laws. As per sub-rule (1) of Rule 5, the bye-laws of a society shall not be 

contrary tQ the provisions of the Act and the Rule:2 and may deal with aH 

or·any'ofthefmatters spetiffed iN clauses (a) to (ab) of sub~rule'(l) and 

Withsu~h other ·mattersincidental to the organisation of the society and 
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. Ss a!:i IIldY b dthe management of its busme t e eemed ne
cessary. Sub-rule 

. (2) of Rule 5· deals with credit societies; sub-rUle (3) d . 
, . eals wIth non­

credit societies; and sub-rule (4) deals with compoSite Society. Rule 9 of 

the KCS Rules deals wIth procedure regarding amendment fbi 
. 0 ye-aws 

and RuJe 13 opals with amalgamJ3tlon l tra.nsfer of assets and liabilities or 

division of societies. 

9.2. Rule 15 of the KCS Rules deals with classification of societies 

m:cordlng to types, As per Rule 15, iJfter the registriJtion of a. society the 

Registrar shall classify the society into one or ather of the types 

enumerated in Rule 15, according to the principal abject provided in the 

bye~laws, As p~r Note (i) to Rule 15, if ~my QUestion arises as to the 

classification of a society, it shall be referred to the Registrar for decision 

and his decision thereon shall be final. As per Note (ii)! if the Register 

.aJters the classjfjcation of a s.ocjety from .one class of society to another 

or from the sub class thereof to another! he shall issue to the society and 

the Financing Bank a copy of his order and the society shall fall under 

that c.ategory with effect from th~ di:lte pf that order, 

10. Chapter VIA of the IT Act deals with deductions to be made 

in computing total income. Section 80P of the IT Act deals with deduction 

in respect of income of Co-operative Societies. As per sub~section (1) pf 

Section' BOP, wherel 'in the case of an 'assessee being a Co-operative 

Society, the gross: total income includes any income referred to in sub-
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section (2), there shall be deducted, in accordance With . . 

and subJect to 


the provisions of this S.ection, the sums Specified in sub . 
. . -seCtion (2), in 

computing the total income of the assessee. As per sub-section (2) of 

Section BOP' the sums referred to in sUb-section (1) h· I
' s a I be those 


enumerated in clauses (a) to (f) of sub-section (2.). 


10.1. As per sub-section (4) of Section 80P of the IT Act, the 

provisions of this Section shall not apply in refation to any Co-operative· 

6ank Dther than a Primary AgrjculturaJ Credit Society or a Primary Co­

operative Agricultural and Rural Development Bank. As per Explanation 

to sub-section (4) of Section BOP, for the purpose of this sub-section,­

(a) ICp-operatjy~ Bank' and 'Primary Agricultural Credit Society' shall 

have the meanings respectively assigned to them in part V of the 

Banking Regulation Act, 1949; (b) 'Primary Co-operativ~ Agricultural and 

Rur.al Development Bank' means a sDcjety having its area of operation 

confined to a Taluk and the principal object of whiCh is to provide for long 

term credit for agricultural and rural development activities. 

11, As per Section 3 of the ijR Act, nothing in the said Act sha.\I 

apply to- (a) a Primary Agricultural Credit Society; (b) a Co-operative 

Land Mortgage Bank; and (c) any other Co-operative Society, except in 

the manner .and to the extent specified jo Part V. Clause (b) of Section 5 

define 'bankingl 
. to mean the acceptin'g~ for the purpose of lending or 

investment, of deposits of money from the public, repayable on demand 
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or otherwise and' withdrawable by clleque, draft and , , ord 
I • er or otherwise. 

Clause (c) of Section 5 define bankIng Company' to rn 
ean any company, 

which transacts the business of banking in India. 

11.1. Part V of the BR Act deals with applicati 
on of the said Act to 

Co... operatlve Banks. As per Section 56, the provisions of the BR Act a , .. s 
in force for the time being, shall apply to, or in relation to c' . 

, O-operatlve 

Societies as they apply to, or in relation to, banking Companies subject 

to the modifications ~nwmerated in cla.uses (a) to (zl) of Section 56, As 

per clause (a) of Section 56, throughout the BR Act, unless the context 

otherwise requires- (i) references to a 'banking company' or 'the 

company'or 'such company' shall be construed as' references to a Co­

operative Bank; and (ii) reference to 'commencement of this Act' shall 

be construed as reference to commencement of the Banking Laws 

(AppHcation to Co-operative SocU~ties) Act, 1965 (23 of 1965), As per 

clause (bJ of Section 56, in Section 2, the words and figures 'the 

Companies Act/ 1956 (1 of 1956), and' shall be omitted. 

11,2. As per sub-clause (.0 of clause (c) of Se~tion 56 of the 6R 

Act, clauses (cci) to (ccvii)/ as enumerated in sub-clause (i) of clause (c) 

shall be inserted in Section 5 of the BR Act/ after clause (cc). As per 

clause (ccO I 'Co-pperatjYe Bank' means a State Co-pperative Bank/ 

Central Co-operative Bank and a Primary Co-ope'rative Bank. As per' 

clause (cciia), 'Co-operative Society' means a society registered or 
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registered under any
deemed to have been Central Act f

' , or the time 
being, in force! relating to Multi~State Co~operative SOciet-y' 

..or any other 
Central or State law relating to Co-operative Societies for t'h" . 

e time being 


in force. As per clause (celv), 'Primary AgrIcultural ered'it s .

oCletyl means 

,a Co-pperatjve SQciety,- (1) the primary o~ principal bUsiness of 

which is to provide financial accommodation to 't 
, I S members for 

agricultural purposes or for QurQoses connected with agricultural 

activities (including the m,ark~tjng of crops}; and (2) the bye-laws of 

which do not permit admission of any other cO-operative society as a 

member. As per the proviso to sub-clause (2) of clause (cciv), the said 

sub-clause shalJ not apply to the admission of a Co-operative Bank as a 

member by reason of such Co,;.operative Bank subscribing to the share 

capital of such Co-operative Society out of funds provided by the State 

Gpyernment for the purpose. Clause (CCy) define 'Primary Co--operative 

Bank' and clause (ccvi) define 'Primary Credit Society'. As per 

Explanation to clauses (cciv), (ccv) and (ccvi), if any dispute arises as to 

the primarY object or the principal object of any Co-operative, Society 

referred to in clauses (cciv), (ccv) and (ccvi), a determination thereof by 

the Reserve Bank shall be final. 

11.31 As pe.r cJause Cd) of Section 56, Section SA of the BR Act was 

subStituted. As per Section SA, as su'bstituted by clause (d) of Section 

56, the BR Act shall override the bye-laws, etc. As per sub-section (1) of 
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Section SA of the BR Act, the provisions of the said Act shall h 
ave effect, 

notwithstanding anything to the contrary cO~n thAe hb'" . 
~e-lawsofa 

Co-operative Society, or in any agreement executed by 
it, or in any 

resolution passed by it In general meeting, or by its Board of D'
lrectors or 

other body entr!J~ted with the management of its Qffi3jn~, whether the 

same be registered, executed or passed, as the case inay be, before or 

after the commencement of the Banking laws (Application to Co­

operative Socjetie.s) Act, 1965 (23 of 1965). As per sub-section (2) of 

Section SA of the BR Act, any provision contained in the bye-laws, 

agreement or resolution aforesaid shall, to the extent to which it is 

repugnant to the provisions of this Act, become or be VOid, as the case 

may be. 

11.4. Similarly, as per clause (f) of Section 56, Section 7 of theBR 

Act was substituted, Section 7, as substituted by clause (f) of Section 56, 

deals with use of words 'bank" 'banker' or 'banking', As per sub-section 

(1) of Section 7 of the BR Act, no Co-operative Society other than a Co­

operative Bank shall use as part of its name or in !:onnection with. its 

business any of the words 'bank', 'banker', or" 'banking'! and no Co­

operative Society shall carryon the business of banking in India unless it 

uses as part of its name at 'jeast one of such words, As per ·sub-section 

(2) of Section 7, .nothing in this section shall apply' to- (a) a Primary 

Credit SOCiety, or (b) a Co-operative Society formed for the protection of 
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mutual interes.t of Co-operative Banks or 
Co-o erative .. Land 

. Mortgage Banks or (c) .any Co-operatIve SOCiety 
I . I .not be" mg a Primary 

Credit SocietYl formed by the employeesqf_ (i) a b k' 
an Ing company or 

the State Bank of India or a corresponding new ba k n or a subsidiary 

lJank. pf .s!J!;h banking !;omPi;:my, State 6.cmk of India or a "'orr .. d' 
. '. ..,.. espOO.. mg 

new bank; or (ii) a Co-operative Bank or a Primary Cred't S ' 
I· oClety or a 

Co-operative Land Mortgage Bank, in so far as the word 'b k' s an! 

'b.anker', or 'banking' appear as part of the name of the employer bank, 

or as the Case may bel of the bank, whose sUbsidiary the employer bank 

is. 

11,5. Section 22 of the BR ,Act deals with JjcensJng of banking 

companies. As per sub-clause (i) of clause (0) of Section 56 sub-section 
1 

(1) and (2) of Section 22 of the BR Act were substituted. As per clause 

(b) pf sub-section OJ pf Section 22, as substituted by sub-clause CO of 

clause (0) of Section 56, save as hereinafter provided, no Co-operative 

Society shall carry on banking business in India unless it is a Co­

operative Bank and holds a licence issued in that behalf by the Reserve 

Bank, subject to such conditions, if any, as the Reserve Bank may deem 

fit to impose. The first proviso to sub-section (1) provides thatl nothing 

jJ1 this sub-section shaH appJy to a Co-pperative Society, not being a 

Primary CredIt 'Sodety or'a Co-operative' Bank carrying on banking 

6usiness at the commencement of the Banking Laws (Application to Co-
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operative Societies) Act, 1965 (23 of 1965), for a . 
. .. penod of one year 

such commencement.· The second proviso t .. 
o sub-section (1) 

provides further that nothing in this sub-section shall a I
' . pp y to a Primary 

Credit Society carrying on banking busin~ on or before the 

commencement of the Bankjng L.aws (Amendment) Act, 2.012, for $:I 

period of one year or for such further period not exceeding three years, 

as the Reserve Bank may, after recording the reasons in writing for so 

doJng,extend.. 

11.6. As per sub-section (2) of Section 22 of tne BR Act, as 

substituted by sub-cfause (i) of clause (0) of Section 56{ every Co­

operative Society carrying on business as Co-operative Bank at the 

commencement of the Banking Laws (Application to Co-operative 

Societies) Act, 1965 (23 of 1965), shall before the expiry of three 

months from s.uch commencement/every Co-operative Bank which 

comes into existence as a result of the division of any other Co-operative 

Society carrying on business as a Co-operative Bank! or the 

.amalgamation of tWQor more Co-operative Societies carrying on banking 

business shaff, before the expiry of three months from its so coming into 

. existence, every Primary Credit Society which had become a Primary Co­

operative Bank on Qr before the commencement of the 6fJnking Laws 

(Amend~e'nt)' Act/2012~ shall' before the expiry of three months ·from 

the date on which it had become a Primary Co-operative Bank and every 
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efore commencin 
business in India 

. , 
apply in writing to the Reserve Bank for a licence under th' . S .. 

IS ectlon.' 

11. 7. As per the provisO, nothing in clause (b) of b . 
su -section (1) of 

Section 22 of the BR Act shall be deemed to Prohibit - ('I) C .. , a a-operative 

Society carrying pn business as a Co-operative Sank at the 

commencement of the Banking Laws (Application to Co-operative 

Societies) Act, 1965 (23 of 1965); or (ii) a Co-operative Bank which has 

come jnto existence as ,a result of the djYision of .any other Co-pperative 

Societies carrying on business as a. Co-operative Bank, or the 

amalgamation of two or more Co-operative Societies carrying on banking 

bU$iness at the commencement pf the Banking Laws (Application to Co-, 

operative Societies) Act, 1965 (23 of 1965), or at any time thereafter; 

from carrying on banking business until it is granted a licence in 

pur.s.u.ance pf this Sectjoo Dr ;SI by a notice in writing notified by the 

Reserve Bank that the licence cannot be granted to it. 

12. A reading of the provisions under the KCS Act and the Rules 

made thereunder would make it expJi~jtJycJear that, a. registra.tion 

certificate issued under sub-section (1) of Section 8 of the KCS Act 

signed by the Registrar of Co-operative Societies shall be conclusive 

evidence that such .a SocJety is djJJy registered under the provisions of 

that Act. As per Section 9, the' registration of a Society shall render it a 

body corporate by the name under which it is registered, having 
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perpetual succession, etc, However/ a reading of Sections 7 
and 8 of the 

KCSAct would show that, fit the time· of r~Qistration of . . 
~ a Society, the 

Registrar of Co-operative Societies need only confirm th t th . 
. ~ a e obJects of 

the proposed society in the proposed bye-laws acc .
ompanYlng the 

application for registration are in accordance with Section 4 of the Act, 

As per clause (ij) of Rule 3 of the KCS Rules, on receipt of an application 

for registration, the Registrar has to examine the application and the 

bye-Jaws, In order to satisfy that the conditions specified in clauses (8) tp 

relof Section 7 ofthe KCS Act and Rule 3 of the KCS Rules are satisfied. 

13. As per Rule 15 of the KCS Rules, after the registration of a 

society, the Registrar shall classify the society into one or other of the 

types enumerated in Rule 15, according to the prinCipal object provided 

in the bye-laws. As per Note (i) to Rule 15, if any question arises as to 

the dassJflcation pf a spcjety, It shaJJ be referred to the Registrar for 

decision and his decision thereon shall be final. As per Not~ eii), if the 

Registrar alters the classification of a society from one class to another 

Qrfrom one sub-class to another, he shaJl issue to the society and th~ 

Financing Bank a copy of that order and the society shaH fall under that 

category with effect from the date of that order. When the classification 

of a SQf;jety, as per the proyjsions of the KCS Act and the Rules made 

'thereliride'r{ at the time of registration; are solely on the" basis of the 

principal object provided in the. bye-laws, it cannot be contended that the 
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. . of a society as PACS .
certificate of registration IS a conclusive evidence 

that the primary object or the principal business undertaken by that 

society is providing financial accommodation to its members for 

agricultural purposes or for purposes connected with agricultural 

i3~tlvities, and a~ su~h, that society is entitled for deduction under 

Section 80P of the IT Act, by reason of sub-section (4) thereof, merely 

on the strength of the certificate registration issued under sub~secti()n 

(1) of Section 8 of the KCS Act. 

14. As per clause (oa) of Section 2 of the KCS Act, which was 

later re-numbered as clause (oaa), the principal object of a PACS should 

be to undertake agrl~!Jltural credit activitie,s and provlde loans and 

advances for agricultural purposes, at the rate of interest on such loans 

and advances fixed by the Registrar, and a PACS shall have its area of 

operation confined to a Vil1age, Panch.aya.t or MunicipaHty. As per the 

second proviso to the said clause, inserted with effect from 28.04.2010, 

if the aforesaid principal object is not fulfilled, such societies shaH lose a\1 

characteristics of a PACS, as specified in the KCS Act, KCS Rules and the 

Bye-Iawsr except the eXisting staff strength. Therefore, in order to claim 

the benefit of deduction under Section SOP of the IT Act, after the 

jntroduction of sub-section (4) thereof, the assessee society should be .a 

PACS falling within the definition clause, 'i.e., clause (oa) of Section 2 of 

the KCS Act, [which was re-numbered as clause (oaa) by the Kerala Co-
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operative Societies (Amendment) Act, 2013] read .. 
. With clause (cciv) of 

Section 5 of BR Act 'inserted by sub~c\ause 0) of clause ( ) 
. c of Section 56. 

Once the principal object as per the aforesaid clause' 
. -·=~-~.sUS not fulfilled by a 

PACS for a particular financial year, such a society will b d" . 
e Isentltled from 

cJaiming the benefit of deduction under Section 80P of the IT Act ft .. . ,a e.r 
the introduction of sub-section (4) thereof. After 28 04 2010' . f

'. , In view 0 

the second proviso to the said clauser such SOcieties shall even loose all 

characteristics of a PACS, .as specified in the KCs Af:tr KCS Rules and the 

Bye-laws, except the existing staff strength. 

15. In Antony Pattukulangara v. E.N. Appukuttan Nair and 

Qthers [2012 (3) K:HC 726], in the context of clause Coa) of Section 2­

of the KCS Act [which was later renumbered as clause (oaa) by the 

Kerala Co-operative Societies (Amendment) Act, 2013 witn effect from 

14,02,2013], a Diyjsion Bench of this Court heJd that( going by the 

definition clause of 'Primary Agricultural, Credit Society' in order to 

constitute the Society in that categorYr the principal activity should be to 

undertake agricultural credit gctiYities and proyide loans and advances 

for agricultural purposes. It is further stated in the second proviso to the 

said definition clause that if the society does not achieve its objective 

j,e., to function Hke an AgrIcultural Credit Society it will lose its identity 

by virtue of th~ ~peratio·n of the said' p~oViS~. The Division Bench noticed 

that the society has taken deposits above Rs.22.22 c~ores and has made 
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advances above Rs.20.4 crores to non-agricultural sector and advances 

for agricultural purposes was only insignificant amOuhtscompared to the 

total lending by the Society. Therefore, the society has ceased to be a 

Primary Agricultural Credit Society, at least in the previous year in which 

the election was notified. Th~ DiYisjpn 8ench held that, gping by the 

factual position stated as above, it was the duty of the Registrar to order 

alteration of classification of society in terms of powers conferred on him 

under Note (ij) of Rule 15 of the KCS Rules, which is not so far done. 

Probably the Registrar never bothered to find out the operations of the 

SOCiety to justify retention of the identity and that is why the society 

cQntinu~s to retajn the registratipn origjnally obtained, In any case what 

can be noticed from second proviso to clause (oa) of Section 2 of the 

KCS Act is that, as and when the society ceases to be a Primary 

Agricultural Credit SOCiety, it shall loose that identity irrespective of 

whether the Registrar has made changes or not. Paragraphs 3 to 5 of the 

judgment read thus; 

\\~~ T.h~re i? fJ9 QI?P!Jt~ thgt in thi? ~g?~ the S9~J§ty i? 9ne r~g;§tereg 
as a Primary Agricultural Credit Society in terms of Section 2{oa) of 

the Act. However, appellant's case is that the activities of the 

Society reflected in the accounts establish beyond doubt that the 

society has ceased to be a Primary Agricultural Credit Society 1;mQ js 

in fact a Primary Credit Society defined under Section 2:(ob) of the 

Act. cOl.iris~i' r~lied ~n' Annexure-2 produced in WA' No. 1023/2012 

wherein Deposits and advances are described by the Society in the 

.Jetter ~gQ.resseg to the Assistg!lt Regj?tr?)f 9f C9-9p.en~tjv~ SociE?t~~$ 
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as follows: 

Deposit 22,22,47,697.54 

L9~n? 20,41,Ol,~7~.99 . 
Kisan Credit Card (Agricultural) - 15,47,346.00 

Short Term (Agricultural) 8,325.00 

. 4. It may be noted from the above figures that the society in this 

. . y 'Insignificant amounts towa d .~9.§~ ..h9.§g'V~n V~f ...-' ..... -........... •.. ·--.- .. _.r .. ~ 9.gn~!J)t!Jr§) jQ9.D 

under two categories amounting to only Rs.1S.5 lakhs and odd 

whereas it's other advances runs above 2004 crores. Most of the 

loans are funded through public depoSits taken by the Society which 

j~ §.b9ve R~!.22!.2.f {:f9re~ §? ~een from t.~e §.bove f.iglJr~~ ge{:)§reg .by 
the SocIety to the Assistant Registrar of Co-operative Societies as 

on 31.03.2012. Going by the definition clause of IPrimary 

Agricultural Credit Societyl in order to constitute the Society in that 

category, the principal activity should be to undertake agricultural 

credit· activities and provide loans and advances for agricultural 

purposes. It is further stated in the second proviso to the said 

definition clause that if the society does not achieve ies objective 

i.e., to function like an Agricultural Credit Society it will loose itls 

identity by virtue of the operation of the said proviso. From the 

operations of the society as evident from the above figures, nobody 

can dispute that the society can by no stretch of Imagination be 

tre§t~g §s Primgry .Agri{:yltYf9! Crlfgjt S9{:i~ty! On th~ 9th~r h§ng, it 
squarely answers the description of the 'Primary Credit Society' as 

defined under Section 2(ob) of the Act, the principal objective of 

.such society being raising funds to be lent to it's members. In this 

case the society has taken depOSits above Rs.22.22 crores and has 

made advances above Rs.20A. crores to non-agricultural sector and 

advanQ;!s for agricultural purposes is only insignificant amounts 

compared to the total .Iending by the Society. Therefo're, as rightly 

~9nt~ng~g 9Y th~ gpp~J)gnt's ~9Yn?~!, the Society in this case has 

ceased to be a Primary Agricultural Credit Society at least in the 
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previous year in which the election was notified ' 
. There IS no need 

for us to consider whether from the very beg' ,
tOnIng th S . . , . I' h,e oClety

functionerl in this r~H?n.J9n \'Y,W;:" ~9~Jg ,pe [Jos'S'lbl b 
....... 'r'" ., ."--.,".~.0cause th 


society's area of operation is not known ror agl"' I -...,.. ... !'i 
. ICU tUral operations. 

In any case the undisputed fact IS that after takin . . 
. g registration as 
Primary Agricultural Credit Societyl the SOciety carr'les b' 

on usmess 
g~ 9 Prirmny Cre9it S9~!~ty~ It m~y 91$9 9f; n9~j~f;Q fr9tTl Ar)l1exure 6 

produced in WA No.1023/2012 which is information furnished ~~ th~ 
Appellant by the Public Information officer of the office of the 

Assistant Registrar of Co-operative Societies under the Right to 

Jnf9rmgtJ9n ,Act t.~gt n'J9~t 9f t.~~ 9Pj~f:tjv~? 9f thS! S9{:Jety C9V~r~Q 
by various clauses of the Mell!orandum of Association are not 

undertaken by the Society. In other words, the operations of t,he 

society in accepting massive deposits from members and public and 

l~m;!jng thS! ~gmS! t9 J19n-g9r!(:!JJt!:!fgJ 9p.S!rgtj9n~ hg~ mgge it 9 

Primary Credit Society. probably the camouflage of Primary Credit 

Society as a 'Primary Agricultural Credit Society' is to get the benefit 

of agricultural credits from Government agencies, Debt waiver for 

borrowers and also to advance loans at lower rate of interest 

applicable to agriculture. Obviously the functioning of the Society is 

in a dubious manner by getting registration under one category and 

by functioning as a Society of a different category. None of the party 

re?P9nQE;nt? jn~J!,!gjng S9~jety grlQ g!~9 the Specjg) G9Y~mm~nt 

Pleader could deny the factual position stated above in as much as 

the Society though registered as Primary Agricultural Credit Society 

has ceased to be so and it is in fact a Primary Credit Society. 

?~ G911')9 py t.~~ fg~tWgJ P9?JtJ9.11 9? §tgteg gP9Vei it was the duty of 

the Registrar to order alteration of classification of Society in terms 

of powers conferred on him under Note eii) of Rule 15 of the Rules 

which is not so far'done. Probably the Registrar of Societies never 

P9ther~Q t9 fing 9Ut the 9pen'lti9ns 9f the S9c;iety t9 N~tjfY retenti90 

of the identity and that is why the Society continues to retain the 
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registration originally obtained. In an ca e Wh 
. . 2 . th at We notice from

second roviso to SectIOn oa IS at as and 
. . .• It ., C .. when the societ 

ceases to be a primar A rlCU ura re it SOCiet . 
•_~It"",,;s;uJh',QJ8IlL oQ!os~eLJtmh.Q.!;aI !QI

identit irres ective of whether the Re istrar h s 
made chan es or 

not. As noted by us above, the procedure to be f II . 
• • 0 awed IS for the 

Registrar on informatIon whether obtained by h' 
. Imself or through 

§n.Y 9t.h~r $9~r~~ g.P9,wt th~. 9P~r.9~19~ 9f th~ S9c;:i~W 9i~~ntJtlil1g it to 
continue to retain it s registratIon In the category bt. 

o amed by it 
should change it and issue fresh certificate of registration which is 

not done in th/scase." (underline Supplied) 

17. In ThDthami;JJ1gaJam .s.eryj~e CQ-op.eratjYf! Bank l.td:a 

.and others v. The Income Tax Officer (TDS) and others [judgment 

by one among us (PRR,J) dated 14.09.2012 in W.P.(C)No.14226 of 2012 

gOP ~~;mne~te.d cas~s] thJs CO!Jrt h.eld that SectIon BOP of the IT Act 

provides exemption only in respect of a Primary Agricultural Credit 

Socletyas mentioned in sub-section (4) and as such, the status of the 

society becomes more relevant, a.s defined under the .Banking Regulation 

Act. However, this may not have much significance to the case in handl 

as pointed out in the statement filed by the respondentsl that such 

objective has already been brought about by amending the Kerala 

Statute as well, incorporating the 'second proviso' to the definition of the 

term 'Primary Agricultural Credit Society', as given under Section 2(oa) 

of the KeraJa Co-operative Societies Act, as per Act 7· of 2010.. True, 

. some of '. the petitioners have. obtained a certificate as' to ' the 

classification/ registration as Primary Agricultural Credit Societies. But, 

Scanned by CamScanner http://itatonline.org



34
ITA No.97/2016 & conn.cases 

by virtue of the amendment to Section 2(00) of th 
e Kerala Co-operative 

Societies Act,. if the Socigty. does not CO..!J.t.!lli!!LffiJUlfili tthh'" '. 
. ~obllgatlon, it 

will lose the cdlour and. characteristics of 0 Prima . 
~ncultural Credit 

Society, except for the purpose of staff stre.nmo.. Thu 't. • 
s, I IS very much 

.obligatory for th~ petitioners sQcjeth':~s, who ~j9jm the §tatlJs and~h~ 

benefits of Primary Agricultural Credit Societies, t9 substantiate that their 

main object of incorporation is being continued to be fulfilled as well. As 

.sJJch, they have to obtain .a certific.c;ite from the competent authority QY. 

producing the relevant facts and figures including the. balance sheet. 

profit and loss accounts etc., that they satisfy the requirements of the 

'second proviso' to Section. 2{oa) of the Act, to claim the status of 

Primary Agricultural Credit Societies so as to contend that they stand 

exempted by virtue of Section 194A(3)(viia)(a) of the IT Act and hence 

.gre HPt n~f:H,Jjred to effe~tany TDS, As a natural conseQuence, they are 

not supposed to comply with the requirements of Section 200(3) of the 

IT Act as wellt if they succeed. Paragraphs 15 to 17 of the judgment read 

thus; 

''is. True, there is a reference to the Banking Regulation Act, 1949, 

as given in sub-section (4) of Section BOP of the Income Tax Act. 8. 
Society claiming the benefit of exemption under Section 80P has 

necessarily to satisfy the requirements and specifications of. a 

Primary Agri~ultural Credit Society as defined under the Banking. 

Regulation Act. But coming to the instant cases and the impugned 

!19tlq;~, th~ P9?;tJ9J1 i? ~9m~thJng ~)?e. The ~1:1\.l.~~ i? n()t with reg?lf9 

Scanned by CamScanner http://itatonline.org



35ITA No.97/2016 & conn.cases 

to the claim for exemption, but in reSPect of all 
. eged necessity to 

have effected TDS under SectIOn 194A1 in respect of' t 
. . In erest on the 

deposits and also 51? ~9 tt)~ p51rtJ§~.I?r§ of d . .. - . - _. -- ...... .,. - -	 - . .. §!P9§.I~.§ g§!.I1~n'ltj.l1g 
interests of more than Rs.5000/- per year Sect· 

. Ions 194A and 
200(3) do not make a reference to the term Pro .

Imary Agncultural 
Credit Society as defined under the Banking Regulat' , Ion act; more 

. 5 t· 194A is apoliGable to all th §9 ?!n9~ ~ ~§.:.19.~ - - ... . - .. , t'.• _ •. - '" " .... '"~ P§!f§9ns concerned 
including the individuals and Body Corporates which ~~~e~- ;~- ~ .~-~~ 

. operative Society as well, by virtue of the definition of the term 

'person' under Section 2(31). Section SOP providesexemRtion only 

in respect of a Primary AgriqJltural Credit SOCiety as mentioned in 

sub-section (4). and as such, the status of the Society becomes 

more relevant. as defined under the Banking Regulation Act. 

However, this may not have much significance to the case in hand, 

as pointed out in the statement filed by the respondents, that such 

objective has already been brought about by amending the Kerala 

Statute as well, incorporating the 'second proviso' to the definition 

of the term Primary Agricultural Credit SOCiety, as given under 

Section 2.{oa) of the Kerala Go-operative SOCieties Act, as per Ad 7 

of 2010. 

16. True, some of the petitioners have obtained a certificate as to 

the classification/registration as Primary Agricultural Credit 
" 

?9~!~~J~§: f3~t, by virtble of the Slrnt;ndment to Section 2(oa) of the 

Kerala Co-operative Societies Act, if the Society does not continue 

to fulfill the obligation, it will lose the colour and characteristics of a 

Primary Agricultural Credit SOciety, except for the purpose of staff 

strength. Thus, it is very mych obligatory for the getitioners 

Societies, who claim the status and the benefits of Primary 

Agricultural Credit Societies, to substantiate that their main object 

'. 	of .incorporation is'being· tontinued to befLilfiUed 'as Well. As such, 

they have to obtain a certificate from the competent authority by 

producing the relevant facts and figures including the balance sheet, 
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rofit and loss accounts etc. that the Satisf til 
t· 2 e re uirement f

the 'second revise' to Sec Ion oa of the At, s 0 
.. . c to claim th 

of Primary Agricultural Credit SOGiet~ §9 as t . e status 
. . "- .9 ~9N§!ng that the 

stand exempted by vIrtue of Section 194A(3)(v" )( """ ., .. Y 
lIa a) of the Act and 

hence are not required to effect any TDS. As a natu I 
ra consequence

they are not supposed to comply with the require ' 
ments of Section 

~99.cJ) 9? yy~JJ, (f ~,~~y ?~~~~~g.' 
17 As held already, it is for the petitioners to establ'l h th ' • . s elr status 
as Primary Agricultural Credit Societies by obtaining add . n pro ucrng 
the relevant certificate from the competent authority, as mentioned 

.~~f~.inP~.f9f~." It· J.$ §J§9 9P~n .f9f t~~ P~t.it.i9n~f.? t9 9Pt· t9 Pf99~g~ t.lJ§! 
relevant records before the Income Tax authorities as well, to 

establish their status and credentials, that there is no lapse in 

fulfilling the objective as Primary Agricultural Credit Societies so as 

t9 §P.$9.1Y~ (r9m .FY.rt.lJ~f Pf9~~~g.ing.? 9~ t.~~ .~9ng.$ 9.f t.~~ Jn~9m~ T9.~ 
Department, in relation to Section 194A and Section 200(3) of the 

Act. So as to enable the petitioners to pursue such exerCise, further 

proceedings shall be kept in abeyance for a period of three months 

fr9rD t.lJ~ g9t~ 9.f f~~~.iP~ 9.f 9. ~9PY 9.f t,~~ j~9.gm~n~.' If t.~~ P§!tJt.i9n§!!.$ 
fail to produce the certificates in the manner as specified 

hereinbefore (with reference to the 'second proviso' to Section 2(oa) 

of the Kerala Co-operative Societies Act), it will be open for "the 

rl}?P9ngl}n~ t9 pr9~~~9 wJ~,~ .f!4.rt~~r §~~p? .in §9nn~§~J9n \I'!,itlJ t~~ 

requirements of Section 194A and Section 200(3) of the Act." 

(underline supplied) 

18. In Perinthalmanna Service Co-operative Bank's case 

[363 ITR 268] the Division Bench of this Court was dealing with a case 

in which the assessee, which is a Primary Agricultural Credit Society, f~led 

r~t.lJrn [Qr t.h~ .A~.~~.s.s.m~nt Y.egr 200.~-lO Qj~~JQ.sJng tJJ~ t9t.aJ jn~Qm~ j:J.~ 

'NiJ'. On 03.11.2010, the return of income was processed under sub-
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section (1) of Section 143 of the IT Act. As the cas 
. e was selected for 

scrutiny under CASS (computer ASSistant Selection f 
o .Cases for 

Scrutiny) notice under sub-section (2) of Section 143 . 
I was Issued. The 

assessee who is engaged in giving credit for agricuftu I , ra purposes, has 

.Qs:;s:;~pt~d Q~P9.SJt.S frQm Jt~ m~mp~rs: T.h~ gJ?Sf;J?J?f;~ .h~:;; .rngintained a 15 ... ~ .- .... ~..... .~ . -,. 

to 20 days running deposits in Sub Treasury, Perinthalmanna. On a 

finding that the deposit in a Treasury is not quafified for deduction under 

Sgs:;t.i9n f$OP fif t.hS! JT As;:t, .slos;:g it w.iJJ not §omg J.mder t.h~ P.kl.ryj~W of 

clause (d) of sub-'section (2) of Section BOP, an addition ofRs.6,SO,OOO/­

towards interest income earned from the said running investment was 

9gg~g In .AnJ)~x.!Jn;!-.A .Qj?s~j?~.m~nt g.rd~ri t.her~l!Y s:Jem~mQjng g tot.g.1 ;?!.Jm 

of Rs.3/69,903/-, which includes InCome Tax amounting to 

Rs.l,92,OOO/-. 

revise Annexure-A assessment order by invoking the powers under 

Section 263 of the IT Act. On a perusal of the records, the Revisional 

AJJthgrjty ngtjp~rJ th?Jt, whj.l~ Qgmp.Jetjn~ th~ fJ.s.se.ssment for th~ ye~r 

2009-10, an amount of Rs.76,3B,143/- was allowed as deduction under 

Section BOP after disallowing interest income of Rs.6,SO,OOO/- earned 

fr9.m .inYf:~!ment .m.adg wRtJ Trg.Q.S.lJrYi Though the Assessing Offi<::er has 

treated- the' assessee asPACS," 'as per retords, the agricultural loans 

constitute less than 0.5% of the totaf loans advanced during the grevious 
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"ear relevant to the Assessment Yegr 2009-10 and the b I 
L. ,8ance 99.50/0 

were disbursed 'for non-agricultural purpos~. Therefore 
-~~~affis~e~r~r~,~co~r~ds~' 

it was apparent that the assessee is not~! since the principal 

business carried out was for non-agricultural purposes. However the 
r 

Assessing Officer. without conducting any enquiry on such aspects; 

allowed the claim of deduction under Section SOP, without proper 

verification of the status of the assessee as a PACS. 

U3}2~ .B~fgrg j:.h.~ RevJ.s.i.oJ)g.1 AJJt.h..or.ltYi t.h~ g.$.$~.$~~~ ~9ntgn.rJgg th.r,H: , a certificate of registration under Section 8 of the KCS Act is conclusive 

I evidence that the society is duly registered under the said Act and the 

R,ggJ.strgr .of ~9-9P'grgtjyg S9QjgJjtg.s .hg,S gJg.sslfi~.rJ th~ Sg9Jety g,S g PACS, 

as per the provisions of Rule 15 of the KCS Rules. Such a registration can 

be maintained and continued only if the society continues to function 

according to its obje<::tlves; whi<::h is <::ontinuously monitored by the 
. 

Registrar. The Revisional Authority, after considering the submissions 

made by the assessee and taking note of the relevant provisions under 

eligible for deduction' under Section BOP of the IT 'Act, with effect from 

the Assessment Year 2007-08 onwards, a Co-operative Society, 

.irn~.$p.ett.iYf: 9f ~.fJrrytrJg QJ) th~ business of p.ankJng 9,f pn~vjdjng ~r~djt 
; . .'.. ~ ~'. ,', .......... ----~ .. ~~- .. --~ "'... ..' . 


facility to its members, should either be a Primary Agricultural Credit 

Society (PACS) or a Primary Co-operative Agricultural or Rural 
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Development Bank which satisfy the condition 
, prescribed under the BR 

Act. In order to arrive at such a concluSion, the oR '. o. o. 
o • eVlslonal Authority has 

placed reliance on paragraph 15 of the jUdgment . 
of this Court in 

ThathamangaJam Service co-operative Bank's 
case (supra). 

UJ,3! T.h~ R.~YJ.sjQngJ AJJthQr.ity nQtj§§g t.h.f;!t th~ Py§"{gw.s Qf th~ 

assessee authorises disbursement of loan for nOn-agricultural purposes 

also. Therefore, to verify the primary object of the Society, its action, 

plan and activity should be analysed.. In ,s!J§h §jr§JJm.st~n§§.si by 

Annexure-B order the Revisional Authority set aside Annexure-A 

assessment order for making assessment afresh on the issues discussed 

.in Ann~x.J.Jre-1? Qrd~h gfter .cQn.$jd~rjng t.lle ~.sp.e~t.s refern::g tQ thgr~jn 

and the Assessing Officer was directed to. pass appropriate orders as per 

law, after giving sufficient opportunity to the assessee. 

chaUenge before the Appellate Tribunal in an appeal filed under Section 

263 of the IT Act, which ended in dismissal by Annexure-C order, 

contended that it is entitled to claim deduction under Section 80P of the 

IT Act and also other deductions mentioned in paragraph 3 of 

.Af)J)~x.vr~-.6 Qrd~r 9f t.h~ R~YJ.s.i9JlgJ .Awt.h9rJtYf Aft~r §9n:?ig~rjng th~ r;YiJ} 

conte~tions,o the Appellate' Tribunal obser~ed 'that, the Assessing Officer 

has passed a cryptic order and it does not contain any discussion on the 
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issues painted out by the Revisional Authority'
In Anne 

Xure-B order. The 
im u ned issue ointed out. b the Revisional A ~ 

. uthorit W uld have 

implication on the tax computation, if iti_s_de=c><!.id~es;jdL.S!a9i·;U'n.gi..!.IJ~~~~
amst the assessee 

in which case the impugned assessment oL!d.!;r nassedb . 
~ ythe Assessing 

Officer would become prejudicial to the interest of th R 
. - eevenue, In that 

view of the matter, the Tribunal dismissed the appeal filed by the 

assessee holding that the Revisiona( Authority was J'ust'f' d .. .
I Ie In passing 

.Ann~xJJr~-.6 r~YJ.s.i9n Qrd~r.. Th~ g.S,S~:S.s~~ JTIQy~g .M... P.NQi:J.Q6/GQ~h/2Ql3 

before the Appellate Tribunal, seeking rectification of/to recall Annexure­, 
C order on the ground that the Tribunal has not considered additional 

grQY.mj .1'19.$.'2 ,and .3 rg.i~~.d .by th~ g.s~e.s.se~ whi.l~ gj.sPQ,SJD§J th§ .QPp'~gt 

The said application ended in- dismissal by Annexure-D order of the 

Tribunal, holding that Annexure-C order does not suffer from any 

the IT Act. 

1B.S. Annexure-C and Annexure-D orders of the Appellate Tribunal 

1 . WfJr~ Mng~r QhgJJ~.I1g~ .b~fQr~ thj~ CQ!Jrt In ITA NQi4 9f 20J4 m~fJby th§ 

assessee. In Perinthalmanna [363 ITR 268], after perusing 

Annexure-A order of the Assessing Officer, Annexure-B order of the 

H~yts.iQngJ A.lJthgrJty gng Annexure-C order of t.h~ Ap.p.~Hgt~ Trjb!Jm~J, the ........... _- ...... -- ..... -.- ..... ..~ .. 


Division. Bench 'noticed ·that, the entire controversy involved is with 


regard to the exact status of the assessee, whether it is co-operative 


Scanned by CamScanner http://itatonline.org

http:g.s~e.s.se


41ITA 1'10.97/2016 & conn.cases 

j?ank or a Primary Co-operative credi~ 
. . and that, this qUestion 

arises in the light of the assessee claiming benefit 
.' S under Section SOP of 

the IT Act. The Division Bench observed that, once a I' . 
~ c aim IS made under 

Section 80P necessarily the Assessing Officer h
' ---.:..:..as to consider the 

1m lication of sub-section 4 of Section 80P with reference to such claim 

depending unon the nature of transaction conducted b th 
- io! Y e assessee, 

irrespective ofthe nomenclature of the assesse§.. 

l rv" .. Bench, th113.. 9.> .6~f.Qre t.1)~ yJY.tS.I.Qf) - .. , ...·.1' •..• ~ g$.$e.$$~~ ~Qnt~nged th~tl its 

case has to be considered only by looking into the provisions of the KCS 

Act and nothing else, as the certificate of registration would indicate their 

claim and also decide what exactly the nature of businessi Th~ QjYi~j9n 

Bench held that the Revisional Authority was justified in saying that, with 

the introduction of sub-section (4) of Section BOP that, necessarHy an 

enguiryhas to be conGucted into the factual situation whether a Co­

operative Bank is conducting the business as a PACS or a Primary Co­

operative Agricultural and Rural Development Bank, and depending upon 

the transactions; the Assessing Officer has to extent the benefits 

available, and not merely looking at the registration certificate under the 

KCS Act orthe nomenclature. 

the Tribunal, the'Divislon' Bench found' 'that' the reasoning of the 

Revisional Authority was not merely based on the name of the assessee, 
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but with reference to factual situation in relation t 
~nquiry to arrive 

at a conclusion whether benefits can be extended 
~ot in the Uglit of' 

sub-section (4) of Section BOP of the IT ~. As ther . 
e was no dIscussion 

at all by the Assessing Officer from this perspect' h
Ive, t ere was 

JlJ~t.ifj!;fJtj9n fgr th~ g~yj~jQn.fJJ A~thQr!ty to !;On~j~fJ~ th~t th~ order Of the 
._"'" .. ~. .. ..... 

Assessing Officer :was not only erroneous, but prejudicial to the interest 

of the Revenue. The Division Bench noticed that, a very detail discussion 

gJyjJ)g r~.Q.S9J1S w.hY th~ m.Q~~r~ .s.hQlIJ,d .b~ r~~QJ);?jg~r~fJ .by the Ass~ssjng 

Officer came to be passed by the Revisional Authority. After referring to 

the relevant judgment in paragraph 7 of the order of the Revisional 

AJJt.h9rityl thg TrtbJJ.lJ9.1.hfJ~ ~p.h~Jd th~gp'j,lljQn gf th~ R~yJ.$j9nfJJ AuthgrJty! 

18.8. The Division Bench noticed that, in Annexure-B order, the 

Revisional Authority observed that the Assessing Officer has to 

the revisionl by which it means what exactly should be the nature of 

enquiry to be conducted by the Assessing Officer and it doe's not mean 

that he hfJR tQ Q9.rrJPJ~tg hls assess.mgnt p.rQ~gggjng~ gft:~r ~Qn~hJdJng th§ 

same similar to the conclusions arrived at by the Revisional Authority. 

The revisional order is an insight into the nature of enquiry or 

ascertainment ef, the factual situatien te be made by the Assessing 

Officer and nothing more. The Division Bench found no erroneous 

observation made by the Revisional Authority in Annexure-B order and 
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directed the Assessing Officer to pass fresh . 
assessment order after 

making necessary enquiries, as observed in the ord .'. . . 
er of the Revisional 

Authority, untrammeled by any of the opinions expressed by the 

Revisional Authority. Accordingly, the Division Bench disposed of the 

gp'p'~gJ wjth th~ SJbQY~ Qb~erY?Jt.i9nSj Wjth9JJt JnterferJng w.ith the Qrder~ 

impugned in that appeal. 

19. In Chirakkal [384 ITR 490], the substantial questions of 

JgwfQrm~J.Qtr.;g l .rJt th~ time Qf ?J9mJf:j.!?i9nf W?J.!? w.hether :on the fg~t.!? gnd 

circumstances of the case under consideration, the Tribunal is correct in 

law In decidinqggainst the assessee, the issue regarding entitlement for 

exemption under Section SOP of the IT Act; ignoring the fact that the 

assessee is aJ>,~,Cs.; and whether the Tribunal is justified in denying the 

exemption under Section SOP of the IT Act on the mere grounds of 

.b§.lfJtedfi.Hng 9f r~tJJrn by the g~.se.!?s~e,· T.he DJYi.sJQJ) .6~n~hi §figr 

referring to the provisions under sub-section (4) of Section SOP of the IT 

'Act and Section 56 of the BR Act held that, ICo-operative Bank' is a term 

defined 1.11 ~Jg~.$e (q;:j) Qf Se~tjgn 5 gf t.h~ eB. A~t to megn, inter gJjg, g 

Primary Co-operative Bank. A Primary Co-operative Bank is a Co­

operative Society other than a Primary Agricultural Credit Society, going 

.by tJ~.us~ .(q;,y) Q.f S§~tjQn S Qf the Bg A~ti T.heref9r~i a Primary 

AgriCulturaU:J~pit Society is' not to be t~eated asa Primary Co-operative 

Bank and tlLer.eforS!L~not to be reckoned asa Co-operative Bank. The 
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appellants, which are Primary Agricultural Credit Societ' 
les are not of 

such type that they would fall for conSideration as a c· ,
o-operatlve Bank 

for the purpose of sub-section (4
) of Section SOP of the IT Act. 

Resultantly, the consequential legal implication is that a Primary 

Agricultural Credit Society is one among the two tyQes of institutions 

which gain the benefit of sub-section (4) of Section BOP to ease 

themselves out from the coverage of Section BOP. 

1.9~ ~~ T.he ~jyJ~jpn .6en~.h .he.ld t.h.fJtl when the term 'C9-9p.ef.fJtjY!;l 

Society' is defined to mean, inter alia, a society registered under any 

State law relating to any Co-operative Society, for tile time being in 

f9rq~i gJJe RJJgJ1 J.~ fJ ~Q-9per.fJtJye S9QJety fQr the P..lJfP'QS!; Qf the 8R A~t, 

and if that Co-operative Society satisfy the definition of 'Primary 

Agricultural Credit Society', it would be one to which the exemption as 

per sub-sectien (4) of Sectien 80P ef the IT Act would apply. The r;>jy}.sj9D 

Bench noticed that, the appellants before it are indisputably societies 

registered under the KCS Act and the bye-laws of each of them clearly 

under the prOVisions of that Act. The Parliament having defined the term 


'Co-operative SOCiety' for the purpose of BR Act with reference to, 


-Q.rnQJJg 9t.IJ~r tlJlr)g~i thg rggl~t.rgtj9n 9f g ~9QjfJty JJnQfJf g.l1Y StgtfJ JgW 


, r~J~tirig to" Co~operatjve Soci~ties: for th~ time· being; it c~nnot but be' 


taken that the purpose of the societies so registered under the State law 
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and . 

reciprocative 

45 

l'tS obl'ectives have J:o be understood 
as those h' 

. w Ich have been 
the com etentauthont Under . 

such State law, due to 
legislative exercise by the Parliament 

recognising the 

Predominance of the decisions rendered under the rei 
. evant State laws, It 

t.nJ:;Jt VISlW Qf t.hSl In.Qt1:~r, all the appellants haVing been classified as PAGS 

by the competent authority under the KCS Act, it has necessarily to be 

heldthat the principal object of such societies is to undertake agricultural 

credit activities and to provide loans and advances for agricultural 

purposes, the<rateofinterest on such loans and advances to be at the 

rate to be fixed by the Registrar of Co-operative Societies under the KCS 

.Apt J:;JDg hgv.in§l Jt.s J:;Jr~.g gf gp.~rgtJgn ~gnf.in~d tg J:;J ViHJ:;J9Sl; PJ:;Jm;;Dgyat Qf g 

Municipality. This is the consequence of the definition clause in Section 

2(oaa) of the KCSAct. The authorities under the IT Act cannot probe into 

any issues or such matter relating to such societiesr 

19.2. The Division Bench held further that, the position of law 

being as above with reference to the statutory provisions, the appellants 

terms of clause (cciv) of Section 5 of the BR Act, having regard to the 

primary object or the principal business of each of the appellants. It is 

!;J~.Qr frQ.m the- .m~tgr.i?Jls 9f rg~9rd.s tn.at by~~J.aw.s gf ~~~h Qf tJ1~ 
. ,. , ' . , 

appellants do not permit admission of any Co-operative Society as a 

m'ember, except may be, in accordance with the provisions of sub-clause 
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(2) of clause (ccv) of Section 5 of tile BR Act. The cif[ 
(I (del's of the 

Tribunal, which were' impeachsd, do r.otcon~ahl Un\! ": . 
; ; I" 1.. \ i I,;; Let to the 

effect that ~he bye-laws of any-of the apP§lignt Or it~ 1 _ , 
~-~-:·>q:.c!_,,:.Dl by the 

comgetent authority under the KCS Act is anythinn d::-'" ,1-.
~~-'--i-,.-jll.. from what 

have been stated hereinabove t Therefgrei Jt g?,lnnot hi ... ' 
. -•. -. ~ .:~ .'-:..'.~ :-:".1 

appellants are entitled for exemption from thEL12ro\'L'l::_,.;;__:~._;~ction BOP 

of the IT Act by the virtue of sub-section (4) of that SecliQll. Accordingly, 

th~ DiYision .6gngh gnSYJ~re~ .s~tb.$t.gntJ.gJ ~UJ~.$tJQn '/~ ,:': i J.l.lYQJJr 9f the 

appellants by holding that the Tribunal erred in law ;il ,.)(2~i~' Ii.g the issue 

regarding entitlement of exemption under Section Gue against the 

9p.p.~llgnt.si The G>ivislon gench held that, PAGS I'egjsl:c,t~,j d~, such under 

the KCS Act: and classified so, under that Act, jncUL';i~! :.,!'; appellants 

are entitled to such exemption. 

Commissioner of Income Tax [(2017) 397 IT j 1, the Apex 

Court was dealing with a case in which the appe: i!L ussessee was 

jnjtj~HY r~Qjst~r~d .Q~ 9 MwtWg)Jy Ajg~d C9-9P~r.gtjv~ .sQ~i~ty wmJ~r 

Section 5 of the Andhra Pradesh Mutually Aided "Uve Societies 

Act, 1995. As operations of the assessee had incrc:sed and as its 

QP~r~tjQnS w~n; ~pr~9d QY~r .st.gt~.S 9f th~ er~~w.hLl~ AnfJhn;J Prijde.sh, 

Maharashtr~ and Karmltaka( the assessee got reg . d l mder Section 7 

of the Multi-State Co-operative Societies Act, 2002 and issued with a 
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certificate of registration under Section 8 of the sa'd 
, I Act, by the Central 

Registrar of Co-operative Societies, New Delhi. 'As '. 
' , per SectIon 8, where a 

Multi-State Co-operative Society is registered Under th 
at Act, the Centra I 

Registrar shall issue a certificate of registration signed by him which 
,-­

shan be conclusive evidence that the society therein mentioned is duly 

registered under this Act, unless it is proved that the registration of the 

soctety has been cancelled. 

2:0!'l! TD§ .rJPP§H.;;)nt .Q~~~~S~~ ~J.;;).im~Q th§ l)§n~fjt Qf S§~tjQn &OP gf 

.'- , the IT Act. The Assessing Officer, held that, deduction in respect of 

income under Section BOP is not admissible to the appellant as the 

b§rH~fit Qf fJgfJy~tjQni g~ QQnt§mpJgt§Q !.Jnggr tD§ ~gjg prQyj~jQn, j~ i.11.t~r 

alia, admissible to those Co-operative Societies, which carry on business 

on banking or providing credit facilities to its members. On the contrary, 

the appellant society was carrying on banking business for public at large 

and for all practical purposes it was acting like a Co-operative Bank 

governed by the BR Act and its. operation was not confined to its 

members but outsiders as well. 

20.2. The question that came up for consideration before the Apex 

Court was as to whether the appellant, which is a Multi-State Co­

Qpgf?Jtlyg Sgs;Jgty f§9j,st§r§Q under the Multi-Stgt§ CQ-Qpgn;)t.iy~ SQ~j~tj§.~...... ~.- .. -. . ,. .. -'"" ~ ­"',~ .-~ 

Act, 2002 in te'r'ms ~f certificate of regist~ati~n issued by the Central 

Registrar of Co-operative Societies, New Delhi is barred from claiming 
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deduction under Section BOP of the IT Act· . 
, 111 View f 

. 0 sUb-section (4) 
thereof. The assessee isbemg assessed to incornet . 
. '. ax since its inception . 
It has been claiming exemption under Sectiol1 SOP .. 

I Which was being 
allowed by the authorities. As per the assessee, in the 

Course of its 

QP~rQt,i9rJ.$i m~mp~r$ Q~P.9.$.i~ ~9~h .int9 th~jf gq;:Q!Jnt~ With the' t 
.......... ~Qq~. Y 


and they withdraw the same. It was claimed that, earlier, none of the 

Income Tax Authorities had pointed out that acceptance of deposits from 

.it;;· me.mb~r,$ In Q~tSh gnQ w,itD9f.qW.g.l theff:Qf by th~m In f;g§h WQ!Jld 

I violate the provisions of Sections 26955 and 269T of the IT Act, which 

relate to mode of taking or ?c~epting certain loans or depoSits and their 

20.3. For the Assessment Year 2009-101 the assessee filed return 

of income before the Assessing Officer declaring 'Nil' income. In the 

I 
I 

under Section BOP of the IT Act. The return filed by the assessee was 

taken up for scrutiny under CASS and notice under sub-section (2) of 

Se~tjQn t4;? gf thg IT A~t DgS b~~n .is.~JJgdf In response thereto, the 

books of accounts were produced by the assessee and information called 

for was submitted. The Assessing Officer arrived at Rs.19,57,32,920/- as 

t.he JJf:t gJrJ9JJnt 9f t.CJX pgygb.l~ by t.ne g.~.~~~see In term~ Qf hj~ Qrger 

dated 19.12.2011.'In the appeal before the commissio'ner of Income Tax 

(Appeals), the order of Assessing Officer making disallowance under 
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section 68 of the IT Act was reversed and that 
additio 

" n Was deleted. In 
far as' disallowance of deduction claimed . 

. under 
Section SOP is 


concerned, the Commissioner of Income Tax (Appeal) , 

rejected the claim 


for deduction thereby upholding the order of the As ' 

sesstng Officer. While 

Qojng .!iO; th~ AP.p.~.IJQt~ Aythorjty fQ.\.IQW§d th~ Order of the I"'" .. .., .. _n~Qm~ T<;.lX 

Appellate Tribunal, in the case of the appellant itself 'In 
I respect of the 

Assessment Years 2007-08 and 2008-09. In that order, which was 

gJJotr;g In th~ QrQ~f fJf ~he ,Ap'p~Hgt~ AJJthorH:Vi the TrlbYD.<;.lJ notj~ed tn9t,. 

for the Assessment Years 2007-08 and 2008-09, the amendment 

brought out to Section BOP. with effect from 01.04.2007, by the Finance 

Act, 2006; whereby sub-section (4) was inserted to Section BOP has to 

be considered. The amendment clearly barred all Co-operative Banks 

other than PACS or Primary Co-operative Agricultural or Rural 

primary activity of the assessee society is to provide banking facility to 

its members. The society is dealing like a bank while acceptlng deposits 

and for all practical purposes, it acts like a Co-operative Bank. The 

Tribun~1 observed that, the society is governed by the BR Act. Therefore,' 

th~ .s9~Jgty pg,ing 9 C9-f:lP.§fgtJYe ~.~nk Pff:ly,idJng P.6Dk.ing fg~mtj~~ t9 jt~ 

, . " members' is not eligible :to claim deduction under Section SOP(2)(i)(a), 

after introduction of sub-section ( 4) of Section SOP. 
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20.4. Before the Apex court t one of th 
e Content" 

IOns raised b· t 
learned Senior Counsel for the assesseet after r f . Y he 

e ernng t th 
o e provisions

under Section 80P of the IT Act was that the entire 
~~ 

to enact the said rovision was to encoura e and 
rOmote rowth of co­

operative sector in the economic life of~Untrv in n.,~ 
~suance of the 

declared policy of the Government. This is so recog' d· • 
nlse by various 

judgments of the Apex Court firmly laying down the rule that ..,
a provIsion 

fQf g}fe~tjQni exemptJon Qf reHef ~hmJJg b§ jnt~rpr~t~d Jjben~JlY, 

reasonab\y and in favour of the assessee and it should be so construed 

as to effectuate the object of the I~gislature and not to defeat .it. After 

r~f~rrjng tQ th~ QPj~f;ts fOf Wh;f;D the fI.s.$e.$see .$Qf;jety h~s be~n 

estabUshed, the learned counsel submitted that, the principal object of 

the society is to promote interest of all its members to attain their social 

with the co-operative principles and keeping in view the same the 

assessee society can engage in certain specified forms of business 

stipulated in the 0bjedive dause ef the s0cietyi The P.~n:!Q~~i th~refQre, 

was to promote the interest of its members and, therefore t it cannot be 

said that primary object of the assessee is transaction of banking 

b.!J.sJn~.s.5i IfJkJng fljd Qf th~ prjn~jpJe Qf mkltklgJjtYi Jt W.fJ~ ~~mt~ng~g th,fJt 

the assessee'is a mutual concern' and 'that~there is complete Identity 

between the contributors and the participators of the assessee. 
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20.5. Per contra l the learned Senior C
oUosel f 

Or the Revenue 
contended that .the findings arrived at by. the 

authorities below to th 
effect that the activity/business of the a ellant e 

assessee in essence 
was that of a Co-operative Bank was based on the' , 

~enal on recOrd 
and needed no interference. The Assessing Officer scrut'lo' d 

. ,se thebye­

laws of the appellant and in particular those bye-laws wh' h d . 
IC eal with the 

liability of membership, etc. as well as the provisions of the Mutually 

Aided Co-operative Societies Act, 1995 under which the appellant is 

registered. The Assessing Officer found that the Act does not accept a 

person to be member of more than one Co-operative Society for the 

same services,. Moreover, Section 19 .of the Mutually Aided Co-operative 

Societies Act does not accept every Co-operative Society to be a panacea 

for all problems facing the entire population in an area and leaves it to 

the members to decjde how big they wjsh to grow and how much they 

can handle. There was a clear finding of the Assessing Officer~ which was 

consistently approved by the higher authorities. as well, that provisions of 

Section 80P(2)(i)(a) of the IT Act were grossly violated as the appellant 

society was found not dealing with its members only but also with 

general public as well. The principle of mutuality was missing in this 

case, which aspect was also djscussed in detaH by the Assessing Officer. 

In view'~f the afo~esaid findings, no 'case f~r interference wa~ made out 

by the appellant. 
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20.6. After considering the rival co t
n entions, the 

Apex Court 
observed that, there cannot be any dispute to the 

proposition that 
Section BOP of the IT Act is a benevolent rovision h' 

w Ich is enacted b 

the Parliament in order to encourage -9..O!::Loromote 
- - growth of Co­

oQerative sector in the economic life of the countlY It w::.s d 
- - · '"' one pursuant 

to declared policy of the Government. Therefore, such a provision has to 

be read liberally, reasonably and in favour of the assessee. Such a 

provision has to be construed as to effectugte the object of the 

legislature· and not to defeat it. Therefore, it hardly needs to be 
r " 

emph~sised that all those co-operative Societies which fall within the 

purview of Section BOP of the Act are entitled for deduction in resR§ct of 

any income referred to in. sub-section (2) thereof. Clause (a) of sub­

section (2) gives exemption of whole of the amount of profits and gains 

of business attributed to any .one .Or more of such .C:,lctivjties which are 

mentioned in SUb-section (2), Sub-clause (i) of clause (a) of sub-section 

(2) recognises two kind of Co-operative Societies, namely, (i) those 

carrying on business of banking and Oi) those providing credit faciHty to 

its members. With the insertion of sub-section (4) of Section 80P of the 

IT Act, by the Finance Act
l 

2006, which is in the nature of a proviso to 

the aforesaid proyjsjon, it is made dear that such· a deduction shall not 
, .. 

be admissible to a Co-operative Bank. However, jf it is a Primary 

Agricultural Credit Society ora Primary Co-operative Agricultural or Rural 
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Qevelopment Bank the 
. " o'. . . . . rovided. Th 

operative Banks are hoW' specifically eXcluded 'fro '. us, Co­
rn the -arnb"t 

I of Se t'
SOP of the Act. 	 Cion 

20.7. The 	 Apex Court noticed that, if one has 
. to go by the 

aforesaid definition of 'Co-operatlve Bank', the apDell 
ant assessee does 

not get covered thereby. In order to do the bUsiness f 
o a Co-operative 

Bank, it is imperative to have a license from the Res 
. erve Bank of India , 

which the appeHant does not possess. Not onJy this, tbe Reserve Bank of 

India has itself clarified that the business of appellant does not amount 

to that of a Co-operative Bank. The appellant, therefore, would not come 

within the mischjefof sub-section (4) of Section SOP of the IT Act. The 

Apex Court noticed further that, the main reason for disentitling the 

appellant from getting the deduction provided under Section SOP of the 

Act is not sub-section (4) thereof_ What has been noticed by, the 

Assessing Officer, after discussing in detail the activities of the appellant 

is that, the activities of the appellant are in violation of the provisions of 

the Multi-State Co-operative Societies Act under which it is formed, It 

was pointed out by the Assessing Officer that the assessee is catering to 

two distinct categories of people. The first category is that of resident 

members or ordjn.ary members. There may not be any difficulty as far as 

"" t'h"e" 'assessee had carved outthis category is" con~erned. However, 

are those members, whoanother category of nominal ers. Theymemb 
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are making deposits with the assessee for the 
PUrpos 

. '. .' t -- . e of obtaining loan 
etc· and in fact· 'they are no members 'in _ ' ,

" real sen . 
" Se. M.ost· of the 

business of the appellant was with this second cat ­
~sons,who 

have been giving deposits, which are_b......e=i!..!:n~k,s:;eQturinLJfru·~LrulllQ~LYiith..9.
Ixed de osits with a 

motive to earn maximum returns. A portion of these d '. 
, epQSlts IS utilised 

to advance gold loan, etc. to the members of the first t ca egory. It was 

found, as a matter of fact, the depositors and borrowers are quite 

distinct. In re.aJity, such activity of the appellant is that of finance 

business and cannot be terms as Co-operative Society. It was also found 

that the appellant is engaged in the activity of granting loans to general 

pubHc as weU. All this is done-without any approval from the Registrar of 

Co-operative Societies. With indulgence in such kind of activities by the 

appellant, it is remarked by the Assessing Officer that the activity of the 

appellant is in yjoJation of the Co-operative Societies Act. Moreover, it is 

a Co-operative Credit Society, which is not entitled to deduction under 

Section 80P(2)(a)(1) of the IT Act. It is in this background, a specific 

findJ,ng is a.lso rendered that the principle of mutuaBty is missing in the 

instant case: In the assessment order, the Assessing Officer found that 

the assessee failed to satisfy the test of mutuality at the time of making 

ppyments. There is detailed djsclJssion in thjs behalf in the order of the 

AsseSSing Officer. The Ap~x Court f~und that thos~ findings of facts have 

remained unshaken till the stage of the High Court. Once the aforesaid 
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. . d the conclusion i . 
ects are kept In min I s ObVIOLJS th t . 

.. a the appellant 
essee cannot be treated as a Co-operative SOciety me . 

. ant only for its 

n'lernbers and providing credit facility to its members Ther f 
III • e are, the 

Apex Court held that the appellant society cannot claim the benefit under 

Section 80P of the ITAct. 

Citizen Co ..operative SOciety [397 ITR 1] h21. In t e Apex 

Court was dealing with the case of a Multi-State CO-operative Society 

regjstered under the MuJti-State Co-operative Socjeties Act, [1jke the 

assessee in ITA No.68of 2017 in this batch of. cases] which claimed 

deduction under Section BOP of the IT Act, in view of sub-section (4) 

thereof. The certificate of registration issued to the said SOCiety was one 

issued under Section 8 of the Multi-State Co-operative Societies Act, by 

the Central Registrar of Co-operative SOCieties, New Delhi, and as per 

Section 8, the certificate of registr.ation issued by the Central Registrar 

shall be conclusive evidence that the society therein mentioned is dujy 

regfsteredunder this Act, unless it is proved that the registration of the 

. " socIety has been cancelled, The appellant assessee does not possess a 

license from the Reserve Bank of India to do the business of a Co­

operative Bank. Moreover, the Reserve Bank of India has itself clarified 

that the business of appellant does not amount to that of a Co-operative 

Bank. As noticed by the Ap~x Court, the mai~ ~eason for disentitling the 

appellant from getting the deduction provided under Section SOP of the 
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Act is not sub-section (4) thereof, but the finding of the Assessing 

Officer, after diScussing in detail the activities of the appellant, that its 

activities are in violation of the provisions of the Multi-State Co-operative 

Societies Act under which it is formed. The Assessing Officer has also 

found that all such activities are done without any approval from the 

Registrar of Co-operative Societies. Those findings of facts have 

remained unshaken till the stage of the High Court. Therefore; the Apex 

Court heJd that, once the aforesaid aspects are kept in mind, the 

conclusion is obvious that the appellant assessee cannot be treated as a 

Co-operative Society meant only for its members and providing credit 

faJ:ility to its members, and therefore, it cannot claim the benefit under 

Section SOP of the IT Act. 

22. In Shri.Chandraprabhu Urban Co-operative Credit 

Society Ltd. v, Income Tax Officer, Ward No.1, Njpanj [2016 (1) 

TMI 317 (Kar)] a decision relied on by the learned Counsel for the 

assesseesl the questions of law raised for consideration before the 

Divjs;on Bench of Karnataka High Court were as to whether the benefit of 

deduction under Section 80P(2)(a)(i) of the IT Act could be denied to the 

assessee on the footing thatl though the assessee was said to be a Co­

operative SOCiety, it was in fact that the co-operative Bank, within the 

meaning as aSSigned to such banks under Part' V of the BR Act; and 

whether the authorities under the IT Act were competent and possess 
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the jurisdiction to resolve the controvers . 
y as to whether the assessee 

was a Co-operative Society or a Co-operative Bank, as defined under the 

provisions of the BR A t I th 'd
c', n e sal decision, the Division Bench held 

that, whether Co-operaf 5 . t . lve oCle y referred to in clauses (cciv), (ccv) 

and (ccvi) of Section 56 of the BR Act is carrying on the activities of a 

Co-operative Society or a Co-operative Bank is required to be 

determined by the Reserve Bank of India, before the authorities could 

term the pssessee as a Co-operatjye Bank for the purpose of Section BOP 

of the IT Act. Similar view was expressed in the judgment in Shri. 

Basaveshwar Urban Co-operative Credit Society ltd. v. Income 

Tax Officer (judgment of a Division Bench of Karnataka High Court 

dated 21.09.2015 in LT.A.No.l00066 of 2014). 

22.1. We notice that, after the judgment of the Apex Court in 

Citi%en Co..operative SDciety [397 ITR 1], the aforesaJd issue came 

up for consideration before the Division Bench of the Karnataka High 

Court in Principar Commissioner of Income Tax and another v. 

M/:.:;.Vijay SQuhardil CreditSahakari Ltd~ (judgment dated 

23.10.2017 in ITA No.100056/2016). The Division Bench noticed that, in 

the judgment of the Apex Court in Citizen Co-operative Society's 

easel a categorjcaJ findjng was gjyen by the Assessing Officer that the 
" " 

Reserve Bank of India itself has darified thatl the business of a appellant 

does not amount to that of a Co~operative Bank, the appellants therefore 
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would not come within the mischief of sub- ct· , 
se Ion (4) of Section 80P of 

the IT Act. The 
Division Bench noticed that; in'the order impugned no , ­

finding is forthcoming d' hregar mg t e aspect of the activities carried out 

by the respondent assessee, whether as a Co-operative Society or not. 

In the absence of such factual finding, the legal propositions rendered by 

the Apex Court cannot be applied and as such, the matter requires 

reconsideration by the Assessing Officer to the effect whether the 

respondent assessee comes within the realm of Co-operative Society to 

, get entitlement of deduction under Section 80P(2)(a)(i) of the IT Act. 

Paragraphs 3 to 8 of the said judgment read thus; 

\\3, bearned (;oynseJ Sri Y: V,,Rayiraj appearJog for the revenue 
placing reliance on the judgment of the Hon'ble Apex Court in the 

case of Citizen Co-operative Society Limited v. Assistant 

Commissioner of Income Tax, Circle-9(1), Hyderabad in Civil 

APpeal N.o,1.024S/20l-7 dJ$poseg of on 08:0~k201.7 woyJd contef)Q 
that the definition of co-operative bank, has to be construed in the 

light of section 80P(4) of the Act, it is contended that the activities 

of the respondent- assessee are in the nature of commercial 

transactions with a motive to earn maximum returns~ Considering 

the activities of the respondent-assessee, it can be held to be a 

finance business and not to be construed as the activities of a co" 

operative society. Thus, the learned counsel submits that Assessing 

Offi(;er JJgS g.iYen § c.le§f findIng to thJs ~ffe(:t, w.hjch hg~ peen tQt§jJy 
lost sight of, by the Commissioner of Income Tax as well as the 

.Income Tax, Tribunal to the full extent. 'Thus/ the learned counsel 

submits that the benefit of Section 80P( 4) of the Act cannot be 

extend.ed to t,herespondent- gS§eSSee~ 
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4. Learned Counsel Sri Sangram SKulk' . 
. arm appearing for the 

respondent-assessee would contend that th D'" 
'. 0 • e IVISlon Bench of this

Court In th 0 . ' • • ,-' ...... , .. ,e Cg~§ of Son Ba'saves'hwar Urban 0 Co-opera to,Ive0 __________ • __ .__ 

Cd' 0 - - .. -_. - - - -, - - -- -- - ­

re It Society limited v. The Income Tax Officer in 

LT.A.No.100066/2014 disposed of on 21.09.2015 has categorically
1 

held that Whether the co-operative society referred to in clauses 

(cciv), (ccv) and (ccvi) of Section 56 of the Banking Regulation Act, 

is carrying on the activities of the co-operative society or a co­

operative bank requires to be determined by the Reserve Bank of 

India, before the authorities could term the assessee as a co­

operative bank, for purpose' of Section SOP of the Actl In yjew of th~ 
samet without there being any determination to the said effect by 

the authorities, the stand taken by the department in this appeal 

proceedings based on the judgment of the Hon'ble Apex Court in 

the Cg~e of Cjtj~~" C9-9per9tjy~ $Qci~ty bimJteQ, SYPf9, is 
wholly arbitrary and unjustifiable. Thusr the learned counsel seeks 


for rejection of the appeal as there is no substantial question of law 


arising for consideration before this Court. 


:;, Wehswe hegro the Je~rneg counsel gppea.rJng for the pa.rtJes,. 

Perused the material on record. 


6. The sole substantial question of law raised by the appellants 

requires to be answered on the determination of the crucial Question 

whether the respondent-assessee is a co-operative society or a co­

operative bank. In the judgment referred to by the learned counsel 

for the revenue in the Citizen Co..operative Society Limited, 

supra, a categorIcal finding was given by the Assessing Officer that 

th~ Resery~ f3fJn.k of Ingjg DfJS ,itseJf ~Jgrjfje9 th~t busJness of the 
appellant does not amount to that of a co-operative bank, the 

appellants therefore would not come within the mischief of sub­

.section (4) .ofSection 80P. It was. held that the activities of the 

p'pp.eHgnt~ therein Wg$ tQ Cgter two distinct c?ltegories of pe9pl~ 

namely, nominal members and the ordinary members. The activities 
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of the assessee therein was construed to be financial business 

contrary to the provisions of the Co-operative Societies Act. As 

$WC,h', .it ·wp.§.t1eJ~j ·thp.t,the §9,jg g$§e$§ee WP.§ not entitled to . 

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

7. A cursory view of the order impugned herein would indicate that 

no finding is forthcoming regarding the aspect of the activities 

carried out by the respondent-assessee, whether as a co-operative 

society or not. In the absence of such factual finding, the legal 

propositions rendered bythe Hon'ble Apex Court cannot be applied. 

As such, we are of the considered opinion that tbe matter requires 

recQnsideration by the Assessing Officer to the effect whether the 

respondent-assessee comes within the realm of co-operative society 

to ggt entitlement of deduction under Section 80P(2)(a)(i) of the 

Act. 


~~ Hence/ we rem~md the mg.tter to the Ass'ess!ng OffJcer to answer 

this question and then decide the matter in the light of the 


judgment of the Hon'ble Apex Court in the case of Citizen Co­


operative Society Limited, supra/ as expeditiously as possible. 

ThMS, wl~h9Wt r~nQer.ing $)ny fjnd,ing on the s!JPstgntjgJ QYestj9D of 
law raised, order of the Income Tax Appellate Tribunal impugned 

herein, is set aside. We direct the Assessing Officer to reconsider 

the matter in the light of the observations aforesaid. 1I 

(underline supplied) 

I ' 
23. The learned Senior Counsel/learned counsel for the 

assessees contended that Civil Appeal No.11288 of 2016 filed by the 

.Revenue a.rising out of lTA No*516 of 2014 in the case of Karakulam 

Service Co-operative Bank Ltd.1 which was included in the common 

judgment in Chirak~~I. [384 I.TR 490], has already been dismissed by 

the Apex Court by order dated 04~10.2018 in Civil Appeal No.7526 of 
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2011 and connected cases sinc~ the ta 	 . 
l 

x effect was less than Rs.l Crore 
and covered by Circular No.3/2Q18 dated 

·1,1.07,:201.8 of the Central 
Board 	of Direct Taxes On the d' , , Ismlssal of C' 'I

IVI Appeal, the judgment of 

this Court in Chirakkar [384 ITR 490] h . . 
as merged with the order of 

the Apex Court in that Civil Appeal, They would also contend that the 

Revenue did not challenge the judgment in the connected ITAs in 

Chirakkal [384 ITR 490] by filing SLPs before the Apex Court. 

23.1. 	Section 2pBA of the IT Act deals with .filing of appeal or 

,., 	 application for reference by Income Tax Authority. As per sub-section (1) 

of Section 268A1 the Board may, from time to time, issue orders, 

instructions or directions to other Income Tax Authorities, fixing such 

monetary limits as it may deem fit, for the purpose of regulating filing of 

appeal or application for reference by any Income Tax Authority under 

the proyisjons of Chapter XX. As per s~b"'section. (2), where, in 

pursuance of the orders, instructions or directions issued under sub­

section (1), an Income Tax authority has not filed any appeal or 

I', application for reference on any issue in the case of an assessee for any 

Assessment Year, it shall not preclude such authority from filing an 

appeal 	or application for reference on the same issue in the case of.- (a) 

the same assessee for any other assessment year; or (b) any other 

assessee for the same or any other assessment year. 

23.2. As per sub-section (3). of Section 268A of the IT Act, 
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notwithstanding that no appeal or applicaf . 
Ion for reference has been filed 

( 
by the Income Tax authority pursuant to th . 

e orders or Instructions or 
directions issued under sub-section (1) 't h 

, I S all not be lawful for the 

assessee being a party in any I 
I appea or reference, to contend that the 

Income Tax Authority has acquiesced in the decision on the disQuted 

issue b\l n t fl' , . . 
L 0 I mg an appeal or application for reference in an)! case. As 

per sub-section (4), the Appellate Tribunal or Court, hearing such appeal 

or reference, shaJJ have regard to the orders, instructions or directJons 

issued under sub-section (1) and the circumstances under which such 

appeal or application for reference was filed or not filed in respect of any 

case. As per sub-section (5)1 every order, instruction or direction, which 

has been issued ,by the Board fixing monetary limits for filing an appeal 

or application for reference shall be deemed to have been issued under 

sub"'section (1) and the provisjons of sub-sections (2), (3) and (4) shalJ 

apply accordingly. 

23.3. In Gangadharan C.K. And another v. Commissioner of 

,,- Income Tax, C'u:~hjn [2008 (304) ITR 61], the Apex Court held that/ 

merely because in some cases the R~venue has not preferred appeal t"at 

does not operate as a bar for the Revenue to prefer an appeal in another 

case where there is just cause for doing so or it is in public interest to do 
. . 

so or for a pronouncement by the higher COUit when divergent views are 

expressed by the Tribunals or the High Courts. 
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23.4. Therefore, the contention of the I 
earned Senior Counsel! 

learned counsel for the assessees that· on th ' .. 
e dismissal of 'Civil Appeal· 

No.11288 of 2016, the judgment of this C . .. 
outt In Chlrakkal [384 ITR 

490] hCls merged with the order of the Apex Court in that Civil Appeal; 

and the contention regarding absence of challenge against the judgment 

in the connected ITAs in that common judgment/ can only be reper/ed. 

24. In Kerala State Co-operative Marketing Federation Ltd. 

and othersv. Commissioner of Income Tax [(1998) 231 ITR 8.14]1 

the question that came up for consideration before the Apex Court was 

as to whether the assessees, which are Co-operative Societies, are 

~ntitled to deduction under Section 80P(2)(a)(3) of the IT Act, in respect 

of the purchases made from members societies. In that context, the 

Apex Court held that, the provisions under Section 80P are introduced 

with .a view to encouraging and promoting growth of Co-operative sector 

in the economic life of the country and in pursuance of declared policies 

of the Government. The correct way of reading the different heads of 

exemption enumerated in that Section would be to treat each as a 

separate and distinct head of exemption. Whenever a question arises as 

to whether any particular category of an income of a Co-operative 

50c:;iety j.s exempted from tax, what has to be seen Js to whether the 

income fell within any of the several heads of exemption. If it fell within 

anyone head of exemption, it would be free from tax, notwithstanding 
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that the conditions of another head of exempt. 
Ion are 

. '.. ,. 	 not satisfied
such Income IS not free from tax under that head and 


, of exemption. 

25. 	 In Aditanar Educational Inst"t . 

I ubon v. Additional 
Commissioner 	of Income Tax [(1997) 224 IT 


R 310 (SC)] 1 a 

de(:ision relied on by the learned Senior 	Counsel for th R 

e evenue, In the 


context of sUb-section (22) of Section 10 of the IT Act th 

1 e Apex Court 


held that, the language of sub-section (22) of Section 10 of the IT Act is 


plain and clear and the avaHabiHty of the exemption should be evaluated 


each year to find out whether the institution eXisted during the relevant 


year solely for educational purposes and not for purposes of profit. 


26. In Deputv Commissjoner of Income Tax v. Ace Multj 

Axes Systems ltd. [(2018) 2 see 158]1 the Apex Court, in the 

context of Section 80IB of the IT Act, which deals with incentives meant 

for SmaIJ Scale Industrial Undertakings, held that, each assessment yea.r 

being a different assessment year
t 

the incentive meant for Small Scale 

Industrial Undertakings cannot be availed by Industrial Undertakings 

which do not continue a::; Smal) Scale Industria) Undertakings during the 

relevant period. In the said decision/ the Apex Court held further that an 

exception or an exempting provision in a taxing Statute should b~ 

construed strictly and it is not open to the court to ignore the conditions 

presc~ibed in the indust~ial' policy and the exem~tion notification. In both 

situations, Le., where the asses . ot initia.llY_eligible or where the . . ~e, IS n _~-
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ible loses the 
ualificatio'n of the eli ibilit in 

subse uent assess'meht 
fincr Ie of' inter retation remains the 

same. The assessee having not retained th h 
e c aracter of Small Scale 

Industrial Undertaking is not eligible to th' . 
, e incentive meant for that 

category. Per,mitting incentives in such cases wilJ be agajnst the object of 

the law. Paragraphs 10 to 14 of the said deciSion read thus; 

"10. Section 80IB is in Chapter VIA of the Act which provides for 

geg!Jt:t;on~ to be g)Jowed from tot§J Jncome wJJj{;h i$ to .be comp!Jteg 
under the relevant provisions. The scheme is to provide incentives 

for purposes mentioned in different provisions of the said Chapter. 

Section 80IB provides for deductions of specified percentage from 

the PfofJt$ ?mQ 99.1n$ of the spe{;Jfied indYstrjgJ !J!1QertgKJngS other 
than infrastructure development undertakings (which are separately 

dealt with under Section 80IA). The clause relevant for purposes of 

this appeal is Clause 2 Which makes the deductions permissible in 

respect of industrial undertakings fulfilling the conditions specified 

therein. The scheme applies to small scale industrial undertakings 

as defined in Clause 14(g) which in terms refers to Section llB of 

the Industries (Development and Regulation) Actl 1951. The extent 

of deductJol1 p~rmjssiQ!e 1$ menti9neQ in CJ~H.Jse ~ which is 25%) 
(300/0 in the case of a company) of the profits and gains derived 

from such industrial undertakings for 10 consecutive assessment 

years beginning with the initial assessment. The 'initial assessment 

yeQr' ,is dS!.fJned .in CJgyse l4(c) gS the yegf In whJch mgflyfgctyrJngj 

production commences. 

11. As already noted, the question for consideration is whether 

" 	 " ' "deduction under Clause -3. for 10 consecutive assessment years 

f~m9..ins perm;;;sjI?Je jrrespec;tjv~ Of c;ompJignc~ of condltJons subje<:t 
to which the said deduction is permitted in the relevant assessment 
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f 

r ' 

years. For purposes of deduction the . d ' 
, In ustnal underta~ngs

covered by Section 80IB are of different t . 
. . '. .ca egones. l)nder the

second r . t CI '. . .. .. 
- .. - - . '" P..9YJS9 _0 _. awse 2, g.ISQ!J9J.lfJ~gtjon aDDJj~gbJe to inQwstr.ig,l 
undertaking, other than small scale industrial undertakings, i.e., not 

being in 8th Schedule is not applicable. The small scale industrial 

undertakings eligible are only those which begin manufacture or 

produce, articles Dr things during the beginning of l st d.ay of April, 

1995 and ending on 3Pt day of March, 2002 [Clause 3(ii)]. For 

other categories of industrial undertakings, different periods are 

prescribed, e.g. under sub-clause (i) of Clause (3). 

!2~ The scheme of the statute does not in any manner indicate that 

the incentive provided has to continue for .10 consecutive years 

irrespective of continuation of eligibility conditions. Applicability of 

incentive is directly related to the eligibility and not de hors the 

same~ If ~m indwstrJa.! wndertaK!n900eS not remgin smaJl scale 

undertaking or if it does not earn profits, it cannot claim the 

incentive. No doubt, certain qualifications are required only in the 

initial assessment year, e.g. requirements of initial constitution of 

the !.mde.rtf.lk.lng, CJgwse 2 ,Um.its eJjgjbmty only to those 
. . 

undertakings as are not formed by splitting up of existing business, 

transfer to a new business of machinery or plant previously used. 

Certain other qualifications have to continue to exist for claiming the 

incentiVe ~ych a.s emp!Qymeot Qf !'Ja.rticu!a.r owmber Qf wQrkers g$ 
per sub-clause 4(;) of Clause 2 in an assessment year. For industrial 

undertakings other than small scale industrial undertakings
l 

not 

manufacturing or producing an article or things specified in 8th 

S~.fJSlgwJe .i~ 9 reQYirement 9f c9ntJnwjng ngture, 
13. On examination of the scheme of the provision, there Is no 

manner of doubt that incentive meant for small scale industrial 

undertakings cannot be availed by industrial undertakings which do 

not continue as small scale industria! undertakings during the 

relevant period. Needless to say, each assessment year is a 
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different assessment year, exceQt for bl 
. ock assessment. , . 14.. The observations in the impugned ord 

Ie' islat r' '. .' . . erare that the object of 
.-g.-._.JJ..e.l~ t9 ~n~9Wrgge .lndu~~rial e . . " .. 
. . .... ...... -·~p'gnSJ9n w.hJc.h impJ.ies th t 
incentive should remain applicabl -- ... Q. 
. . e even where on account of 
Industnal expansion small scale indust I .0

ria undertakings ceases to be 
small scale industrial undertakings We are unabl t . 

. e 0 appreciate the 
199jc; f9r these observations Ince t· . .

"'--- ---po .-.•.•.. -: n Ive IS given to a particular 


category of industry for a specified purpose. An incentive meant for 


small scale industrial undertaking cannot be availed by an assessee 


which is not such an undertaking. It does not. in any manner, mean 


that the object of permitting industrial expansion is defeated, if 


benefit is not allowed to other undertakings. On this logic, incentive 

r must be given irrespective of any condition as the incentive 


certainly helps further expansion by reducing the tax burden. The 

<;QnC;~pt of vertic9./ equity j~ well known unger which Q!l the 
assessees need not be uniformally taxed. Progressive taxation is a 

well known element of tax policy. Higher slabs of tax or higher tax 

burden on an assessee having higher income or higher capacity 

CsHlnot .in gny mgnneri .be (:9n~.igereg Wnregsof)gbJe.. " 
(underline supplied) 

26.1. In Ace Multi Axes Systems' case (supra) the Apex Court 

noticed that the scheme of the statute is clear that the incentive is 

applicable to a Small Scale Industrial Undertaking. The intention of 

legislature is in no manner defeated by not altowing the said incentive if 

the assessee ceases to be the cLass of industrial undertaking for which 

the incentive is provided even if it was eligible in the initial year, and that 

.~ach assessment year is.a separate unit. In the said decision, the Apex 

Court has also noticed that in Citizen Co-operative Society [391 ITR 
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1], it has considered the incentive 
under Section eop meant for a 

primary Agricultural Credit.Society or a p( . . 
. Imary Co-operative. Agricultural ' 

and Rural Development Bank. The assess ." 
ee was held not to be entitled 

to the said incentive as the business of th 
e assessee was held to be 

finance business to wJ.1·,ch the " t" 
. . I Incen Ive was not admissible even thpugh 

the principle of liberal interpretation in terms of Bajaj Tempo Ltd. v. 

CIT [(1992) 196 ITR 188 eSC)] was applied. Paragraphs 15 to 22 of 

the said decision read thus; 

"15. We may now refer to some of the decisions which have been 

cited at the bar. It is submitted on behalf of the assessee that a 

provision relating to incentive should be construed liberally to 

advance the objective of the provision. Reliance has been placed on 

Bajaj Tempo Ltd. v. CIT [(1992) 196 ITR 188 (SC) : 1992 (3) 

see 78]. Therein the assessee claimed exemption meant for a new 

mgy~trJp.J y,ndertS:l.kJ,ng whlch hp.Q not been formed py tnjlDsfer of 
earlier business in terms of Section 15C of the Income Tax Act, 

1922. After recording a finding of fact that the assessee was a 

genuine new industrial undertaking, it was observed that a provision 

of a taxjng stgtgt{! gnmtJng in~entJve for promoting growth ~md 
development should be construed I.iberally. The judgment Is 

distinguishable. Construing liberally does not mean Ignoring 

conditions for exemption. The main issue considered in the said 

jwggment was that though the !,mgertgKing Y'{9'? 9 genuine 'new 
industrial undertaking' which was the qualification for the 

exemption, a nominal part of the undertaking was out of the 

eXi:~~ing under:taking and building, of an existing undertaking w~~ 

tstl\en on 'egse~ T.he relev~mt ObSefV9.tlons 9fe; 
"9. Initial exercise, therefore, should be to find out if the 
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I. ' 

undertaking was new. Once this test. 
IS satisfied then 

clause (i) should be applied reasonabl " 
, .... '. . y and liberally in

.~§!§!p.lng WJth spmt 9f SectIon 1.5 - C(l) of th' . 
d . - - -. -.. e .A!;t! While 

olng so various situations may ar'lse f' ...... ­
or Instance the 

formation may be without anything to do w'lth I' 
, any ear Jer 

bUSiness. That is the undertaking may be formed without 

spHtting \,JP. or re~oni?tnJctjr)g ~my existing .business or 
withOut transfer of. any building material or plant of any 

previous business. Such an undertaking undoubtedly 

would be eligible to behefit without any difficulty. On the 

9th~r §!.~tr§!.IT!e .IT!gy .Degn ungertgKlng new in ,its form but 

not in substance. It may be new in name only. Such an 

undertaking would obviously not be entitled to the 

benefit. In between the two there may be various other 

situgtion§. The gifficulty ~ris.es in such C~iies, For 
instance a new company may be formed, as was in this 

case a fact which could not be disputed, even by the 

Income Tax Officer. But tools and implements worth 

R~!3/5D9 were tr~nsferreg to jt of preyj9!.J~ firm, 
Technically speaking it was transfer of material used i~ 

previous business. One could say as was vehemently 

urged by the learned counsel for the department that 

where the j,;mgygge of stgtute wa.s ~l~gr there wa.s no 
scope for interpretation. If the submission of the learned 

counsel is accepted then once it is found that the 

material used in the undertaking was of a previous 

,bw;>.in~5~ there Wg~ gn eng of ,ingyi.ry 9n9 the 9??essee 
was precluded from claiming any benefit. Words of a 

statute are undoubtedly the best guide. But if -their 

meaning gets Cloud'ed then courts are'req~ired to clear 

the .n$3?e: Su.b-section (2) Qgv~m{;es the objective of Syp­

section(l) by including in it every undertaking except if 
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it is covered by clause (1) for which 	"t ' 
I IS necessary that 't 

should not be formed by transf I 
. .. . ... . er of building or 

mg{:.h!D~ry~ T.h~ re~tr.r{:t!9n or denial of b· f' .
" ~,., -.. . .- ~ne. Jt anses not 

by transfer of building or material to tl -- .. -­
. Ie new company 

but that It should not be formed by SllC!~ transfer. This is 

the key to the interpretation. The formation should not 

be by ~u(:h tr~msfer.. The emp.tmsis Is on formp.tion oot 00 

use. Therefore it is not transfer of building or material 

but the one which can be held to have resulted in 

formation of the undertaking. In Textile Machinery 

CQrp9r~tj9n !,.td~ y~ (;JT [1977 (~) S(:(: ~(l~] this 

Court while interpreting Section 15 - C observed: (See p. 

375, para 18) 

liThe true test, is not whether the new industrial 

yndE;ftgking (:Qnnotes eXPeOSion Qf the existing business 
of the assessee but whether it is all the same a new and 

identifiable undertaking separate and distinct from the 

existing business. No particular decision in one case can 

Jgy gOWn gJ) jnexon~b.1etest to getermJne w.het.her 9 gjven 
case comes under S.lS - C or not. In order that the new 

undertaking can be said to be not formed out of the 

already existing business, there must be a new 

emergeo(:e Qf g phYsi(:g!ly ?~pgrgte Jn9y?trig! !'mlt wh!(:h 
may exist on its own as a viable unit. An und,ertaking is 

formed out of the existing business if the physical 

identity with the old unit is preserved. II 

J;ven th9ygh thIs de~.isJ9n WgS ~9n~~rned wJth th~ ~Jg!Js(;;gegHng 
with reconstruction of existing bUSiness but the expression Inot 

formed
l 

was construed to mean that the undertaking should not be 

a .continuatlon ..of.th~ old but emergence of a- new unit. Therefore 

even jf the uodertgKJng i§ e§tgvH?hed 9Y tnm~fer of building, p.!~mt 
or machinery but it is not formed as a result of such transfer the 
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assessee could not be denied th b 
e enefit" 

16. The principle of law consid .' 
.. ered In Sa· . 

cert:~mJy g yg.IJQ princip}e O.f Int lJal Tempo (SUpr ) I" " ". - ..... erPretati 1m wh a s 
or absurdity or where conditions- 'O'"f' . ',,' .~.re there js i3.ml>jgUihs 

. e 19lbi/i ··!rT 

complied. In t e resen s th h ty are SUbstantially 

he the ine n ive is e lie ble t e f th sUi I ar 

.Y.ndertakjng~ The intgntion of I . I a :1 C.I~ IJduSU"lal 
.egls ature Is In UQ _~ al ~ 

even If It wap eligible in the initial year. Each as . . . 
.separate uolt, -'. 5essment year IS a 

17. In Citizen Co-op t' s· era lVe oClety Limited v. Assistant 
Comm' ,

ISSloner of Income Tax, Circle - 9(1}, Hyderabad/ [391 

ITR 1 : 2017 (9) sec 364], this Court considered the incentive 

Y1Jg~r ~~Ct;9n aOPme~mt for g fmmSJrv agriCYJtYRd credit ,sQc;jety or 
a primary cooperative agricultural and rural development bank. The 

a~essee was· held not to be entitled to the said incentive as 

bUSiness Of the assessee was held . to be finance business tQ which 

tile . Incentive was not admissible even tho"'9h the princ;:ip1e Qfliperal 

InterPretotionln terms of Salaj Temp!;) (supra) was applied. 

18. In State of Haryana v. Sharti Teletech Ltd., [2.014 (3) 

SCC556J,eligibHity of an assessee to get benefit of exemption 

from ~x was !.'Jfl fS$uet ~t W~$ 9b~e1Vecf th9t while the exemQtion 
c 

ootfflcatlonshoufg befibera"v C;OQstryed t the beneficiary must fall 

wSW'" the ambit of the·exemption Clnd fulfill the conditlgns thereof. 

In case such conditions are not fulfilled, the issue of application of 

th~m;>tlfJr;~tJf)J) QPj5 J19I ~rj§e! The pr;nc,ipJe of jnt~rpretatj9n In the 
.. judgment in Bajaj Tempo (supra) and other judgments was dealt 

wfthas follows: 

"22. We will be failing in our duty if we do not address a 

\~tJbm}$~Jon,aJbejt the Jg$t ~trnw, of Mrr '~;n th~t gny 
provision relating to grant of exemption, be it under a 

..,.1.···,...... 
• 
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rule or notification, should be . 
. considered liberally In 

this regard, we may profitably refer t th ... 
• 	 . . 0 e decIsion inH~n§r~J Gordhandas v CeE' ' 

- - --........... - -.' - -- SJ!)g CY~t9m~r L~~R 


1970 SC 755J wherein it has been held f II . 
. 	 as 0 ows.(AIR p. 759, para 5) 

"5. '" It is well established that in a taxing statute 

there is no room for ~my intendment .byt regard m!J~t 
be had to the clear meaning of the words. The entire 

matter is governed wholly by the language of the 

notification. If the tax - payer is within the plain terms 

of the e.~en1Pt.ion .it 	!;§nnot .be den.ied .its Penefjt py 

calling in aid any supposed intention of the exempting 
t, 	

authority. If such intention can be gathered from the 

construction of the words of the notification or by 

nec;;:e$$~JrY impJjc;;:ation' therefrom, the matter is 
different. 11 

23. In CST v. Industrial Coal Enterprisesr [1999 . 

(2) sec 605], after referring to CIT v. Straw Board 

Mf9: C9~ .btdu [!o9{J9 (SYPP:) ~ S~~ S~9] m1Q Dgj~j 

Tempo Ltd. v. CIT, the Court ruled that an exemption 

notification, as is well known, should be construed 

liberally once it is found that the entrepreneur fulfils all 

the eH9jpWty c;;:riterjg~ In regoJng gn eX(;!ffiPtion 
notification, no condition should be read into it when 

there is none. If an entrepreneur is entitled to the 

benefit thereof, the same should not be dented. 

24.. In t.IJJ$ (;Qnte.){t, referen~e to T~N: J;Je~trh~jty ~9iUd 
v. Status Spg. Mills 	Ltd., [2008 (7) see 353] would 

be fruitful. It has been held therein: (See p. 367, para 

32) 

"3.t~ It mgy be true that the e.xemption 
notification should receive a strict 
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construction as has been h Id 
. e by this Court 
In Novopan India Ltd 

. . • v. CCE and 
~~§t9m~, L!.994 (SUPP) 3 S .'. . . 

. - -. '. -- CC 606]
but It is also true that once 't . - - ­ I 

• I IS found that 
the Industry is entitled to th b 

e enefit of 
exemption notification it would r . d 

r ecelve a 
brogg (:QnstrY(:t!9n~ (See T!SCQ Ltd. v. 

State of Jharkhand, [2005 (4-;-'~e-~ 

272] and A.P Steel Re-Rolling Mill Ltd. 

v. State of Kerara, [2007 (2) see 725] . 

.11 not.ifj{:gtion gr;;mtJng ~.~empt.ipn egn .be 
withdrawn in public interest. What would 

be the public interest wouldr howeveli 

depend upon the facts of each case." . 

~S: From the ef9resejd gYth9fitle$r it is eJeg[ g$ crY$tg! 

that a statutory rule or an exemption notification which 

confers benefit on the assessee on certain conditions 

should be liberally construed but the beneficiary should 

fe.l.l within the gml?it of the ruJe or notjflcgtipn ;;mg 

further if there are conditions and violation thereof are 

providedr then the concept of liberal construction would 

not arise. Exemption being an exception has to be 

re~pe<;teg regerd veing neg t9 its Deture gnd PlJfP9Sel 
There can be cases where liberal interpretation or 

understanding would be permissible, but in the present 

case, the rule position being clear, the same does not 

grJ~e:" 

19. Same view was taken in Commissioner of Customs v. M. 

Ambalal & Co., [2011 (2) SCC 74], as follows: 

'.'·16. !tis settled law that the notification has tribe read 

9.~ 9 whole: If gny of the ~ondjti9ns JgJd down in the 
notification is not fulfilled, the party is not entitled to the 
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benefit f 
o that notification Th 

exemptions is that exempt"' e rule regarding 
ct· I ' . . Ions should
,..JH~t y jnt~rp.r~t~g pwt peJJe.fjC:.igl ~~.,: 9:=nerally be 
purpose as encourageme t . e.,-mpt,lons .!JgYJng th~jf 

n Or prom t' 
actiVities should be libe II . 0 Ion of certain 

ra y Interpret d Th' 
rule is not stated in an ' e. IS composite

y particular judgment'
W9rgs~ In fgctl mgjority of ' In ~o many 

, . -. jW;Jgments emphg;;ISe that 
eXemptions are to be strictly interpreted while :o~~'~~ 
them insist that t·· . 
, exemp Ions In fiscal statutes are to be 

liberally interp· ret d " e gIVing an apparent impression that 

th~y gr~ contrgo,ictOFY to ~.gc:h ot-heft aut thJ;; .is on.ly 
apparent. A close scrutiny will reveal that there is no real 

contradiction amongst the judgments at all. The 

synthesis of the views is quite clearly that the general 

rule j$ ~trlct intemretgtion while spe(;jgJ n..!!e in the (;gl?e 
of beneficial and promotional exemption is liberal 

interpretqtion. The two go very well with each other 

because they relate to two different sets of 

c.ircumstgnCeS," 
20. In state of Jharkhand v. Ambay Cements, [2005 (1) sec 
368J, the question was whether exemption for newly set up 

industrial units was applicable to the assessee therein. The High 

Court hgyjng gHQweo th~ .benefit even th9ygh the gS$eSse~ did n9t 

qualify for the same, this Court reversed the view of the High Court 

and held that the conditions for grant of exemption from tax are 

mandatory and in absence thereof exemption could not be granted. 

Pi?tJngu.i?hjng t.he jUggm~nt~ 9f thj~ Court jn !l~j~j T~mp9 

(supra), it was observed: 

"23. Mr. Bharuka further submitted that In taxing 

statutes, provision of concessional rate of tax 'should be 

HpergHy ~9nstryed and In resp~{:t Qf the gQove 

submission, he cited the judgment of this Court in CST v. 
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Industrial Coal Enterprises [19 
'. I 92 (3) see 78] and 
In the case of Bajaj Tempo ltd eI 

. . ',. v. T. We are unable 
to cOwnt~ngrH;:e th~ gP9Y~ Swbmission In 0 I 

• • .- .. '._-,_ .. ! _ .• -wr Y.ew, the 
ProVIsIons of exemption clause should be strictly 

construed and if the condition under which the exemption 

was granted stood changed on account of any subsequent 

~vent the exemption W9Y!d not oper9te, 
24. In our view, an exception or an exempting provision 

in a taxing statute should be construed strictly and it is 

not open to the c~lUrt to ignore the conditions prescribed 

In the jrH~ystrjg.1 D9JiCY gnQ t.he e.~enwtJ9n .I19tJf.icgtJ9ns.. 

25. In our view, the failure to comply with the 

requirements renders the writ petition filed by the 

respondent liable to be dismissed. While mandatory rule 

must pe strIctly opservt;;!Q, s!:lpstantia! compliance might 

suffice In the case of a directory rule. 

26. Whenever the statute prescribes that a particular act 


is to be done in a particular manner and also lays down 


tngt fgHure to compJy with the sajd reQuJrement JegQs to 

severe consequences, such requirement would be 


mandatory. It is the cardinal rule of interpretation that 


where a statute provides that a particular thing should be 


gOne, Jt ~ho!JIQ .be Qone in the mgnner pres~ribeg gpg not 

In any other way. It is also settled rule of interpretation 


that where a statute is penal in character, it must be 


strictly construed and followed. Since the reqUirement, in 


the jnst~mt t:gse, of 9.btgjnJng prJor' permjssJoD is 
mandatory, therefore, non - compliance with the same 

must result in cancelling the concession made in favour of 

the grantee, the respondent herein. II 
" -. . . . 

g!! In view of the above judgments, we do not see any difference in 

the situation where the assessee, is not initially eligible or where 
r 
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the assessee though initially eliglble lose th ". 
r 'bTI . S e qualification of 

e Igi I I ty In subsequent assessment y 
'.. ..... . . ". ear.§. In both . such SitUations, 

prrnclple of mterpretation remains the same... 

~2. Thus, while there is no conflict with the principle that 

Interpretation has to be given to advance the object of law, in the 

present case, the assessee having not retained the character of 

'?mg!! ?<;gJe ingy?trjg! wndertgKing', Is not E;!igible to the incentive 
meant for that category. Permitting incentive in such case will be 

against the object of law. 1I (underline supplied) 

27. In Commissioner of Central Excise, Chandigarh v. 

Doaba Steel Rolling Mills [2011 {269} ELT 298], in the context of 

the provisions under Section 3A of the Central, Excise Act, 1944, the 

Apex Court held that/ the principle that a taxing statute should be strictly 

construed is well settled. It is equally trite that the intention of the 

Legislature is primarily to be gathered from the words used in the 

statJJte~ Once it is shown that an .assessee falls within the Jetter of th~ 

law, he must be taxed however great the hardship may appear to the 

judicial mind to be. Paragraphs 18 and 19 of the said decision reads 

thus; 

"18. As noted above/ Section 3A was inserted in the Act to enable 

the Central Government to levy Excise duty on manufacture or 

production of certain notified goods on the basis of annual capacity 

of production to be determined by the Commissioner of Central 

Excise in terms of the Rules to be framed by the Central 

Govern"!~nt. Section 3A of the Act is an exception to Section 3 of . 
, .' ~ , " . 

th~ .A{:t - the ~h~rging Se~tion ~mg being in ngtufe of 9 non obstgnte 
provision/ the proVisions contained in the said Section override those 
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of Section 3 of the Act. Rule 3 of 1997 
Section 3A(2) of the Act fa d Rules framed in terms of 

ys own the pro d 
~he ~nrHJ§J ~§Pfl~.itY O.f nroduction of tho ce ure for determining 

tt'. - -. _. -.. e factory S b 
Rule conta ins a specific formula- ;o~' ... - .":. -. ", - tJ_ -rtJJe (3) 9f thgt 
of production f h determinatIOn of annual capacity 

o ot rolled Products Th' , 
. IS IS the only formulahw ereunder the annual 't ' 

capaci y of production of the factory, for the 

PYrp9Se Qf c:h§rglng Qyty in term;? of Section JA of the Act is to be
det ' _. -". . . -./ .- -. -­

ermined, Second proviso to sub-section (2) of Section 3A of the 

Act contemplates re-determination of annual production in a case 

when there is alteration or modification in any factor relevant to the 

production of t.he sp.e~med 990g~ PtJt s!){.:h re-getermJm~tjon .l)g~ 
again to be as per the formula prescribed in Rule 3(3) of the 1997 

Rules. It is clear that sub-rule (2) of Rule 4/ which, in effect
l 

permits 

a manufacturer to make a change in the installed machinery or part 

thereof wni9n tenas to chgnge the vgJye Qf either Qf the pg(gmete(si 
referred to in sub-rule (3) of Rule 3/ on the basis whereof the annual 

capacity of production had already been determined, would 

obviously require re-determination of annual capacity of production 

9f the fg~tory/mjJJl for the p.!1rpo~e of .Ievy of dwty, It .is p}gjn thgt in 

the absence of any other Rule l providing for any alternative formula 

or mechanism for re-determination of production capacity of a 

factory, on furnishing of information to the Commissioner as 

contempigted in Rule 4(2) Qf the 1997 RwJe$( :,;uch determjm~tiQn 
has to be in terms of sub-rule (3) of Rule 3. That being sal It must 

logically fof/ow that Rule 5 cannot be ignored in relation to a 

situation arising on account of an intimation under Rule 4(2) of the 

1997 Ryles! .Moreover, the }?n9!jgge of R!.J.le 5 .be.ing ~.Iegr gnd 
unambiguous, in the sense that in a case where annual capacity is 

determined/re-determined by applying the formula prescribed in 

sub-rule (3.) of ~l!le 31 Rule. 5 springs. into action and has to be given 

full effect to, 
19. The principle that a taxing statute should be strictly construed ;s 

Scanned by CamScanner 

-~-.-~~---

http://itatonline.org



!iii' 11'/\ No.97/2016 & conn.cases 78 

well settled. It is e trite that the int . 
. "' entlon f th Lnman to be athered from the word e e islatur is 

" . '. . S Use i the 
is shown that an assessee falls Within th' statute.. Ooce.il;

~roftbel u'
be taxed, however, great the hardil!J.ULma aw, he m.... st 
mind to be." Yo appear to the judicial 

(underline SUpplied) 
28. In Doaba Steel· Rolling Mills' 

case (supra), the Apex 

Court held further that, merely because in some cas th R es, e evenue has 

not questioned the correctness of an order on the same issue, it would 

not operate as a bar for the' Revenue to chaJJenge the order in another 

case. Paragraph 24 of the said decision reads thus' , 

"24. As regards the argument of learned counsel for the 

respondents thet hgYing not 9?sgileg the ~orre~tne~~ of some of 
the orders passed by the Tribunal and a decision of the High Court 

of Karnataka, the revenue cannot be permitted to adopt the policy 

of pick and choose and challenge the orders passed in the cases 

before !J.$, Jt wO!JJg s!J.ff.i<;e t9 9Piterve thgt S!J~.tJ g proposJtion 
cannot be accepted as an absolute prInciple of Jaw, although we 

find some substance in the stated grievance of the assessees 

before us, because such situations tend to give rise to allegations 

of mgJg fides et~, Haying ~eiQ S9, we are unable to hold. that 

merely because in some cases revenue has not questioned the 

~orrectness of an order on the same issue, it would operate as a 

bar for the revenue to challenge the order in another case. There 

~Qn be ho~t of fg(;tors, J.i.k~ t.he amo!Jnt of revenue inyo}yed, 
divergent views of the Tribunals/High Courts on the issue, public 

interest etc. which may be a just cause, lmpelling the revenue to 

prefer an appeal on the same viewpoint of th~ Tribunal which had 

been gccepted' In the ~9stl WeI maY !1Qweve.r,· ha~ten to add thgt It 
Is high time when the Central Board of Direct and Indirect Taxes 

com~s out with a uniform pOlicy, laying down strict parameters for 

). 
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the guidance of the field staff for deciding h 
. . Wether or not a 

appeal In a particular case IS to be filed We n 
. . . .. '., are constrained to 

9PS~rye t,ngt ttJe e:>sJst,rng 9l,J.!{je.IJneS §re .fOllowed'mor . 'b"- .. ~ ....... e J.I1 reaCh 
resulting in avoidable allegations of mala fides etc' h -. --. .. I 

" on t e part of 
the officers concerned." (underline supplied) 

. 29. In Krishena Kumar v. Union of India [(1990) 4 see 

207], the Apex Court held that the doctrine of precedent, that is being 

bound by a previous decision, is limited to the decision itself and as to 

what is necess.arHy jnvoJved in jt. The. enunci§tion of the reason or 

principal upon which a question before a court has been decided is alone 

as a precedent. The ratio decidendi has to be ascertained by an analysiS 

of the facts of the case and the process of reasoning involvIng the major 

premise consisting of a pre existing rule of law, either statutory or judge 

made, and a mfnor premise consisting of the material facts of the case 

under immediate consideriJtiDn. If jt is not dearr it is nDt the duty of the 

court to spell it out with difficulty in order to be bound by it. 

29.1. ReJylng on the judgment of the Apex Court in Krishena 

Kumar's case (supra) the learned counsel for the assessee in ITA 

No. 22 of 2017 would contend that, as there Is no ratio deCidendi in 

PerinthaJmanna [363 ITR 268J the Division Bench went wrong in 

referring the matter to a Larger Bench on the ground that there is 

divergenc~ . o.f ,opinion expressed by. the two Division Benches in 

Perin!halinanna [363 ITR 26B] and Clijr~kkaJ [384 ITR 490]. 
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29.2. The Latin phrase 'ratio decidendi' lit II 
era Y means 'reason for 

deciding'. In Perinthaimanna [363' I'TR 268]' ..... ' .. '" . ..... . 
I as per records, it was 

apparent that the assessee is not a PACS since the . . lb' 
. ' pnnclpa usmess 

carried out was for non-agricultural purposes Howeve"" th A . . ", e. ssessmg 

Officer, without conducting i,lny enquiry on such aspects, all.owed the 

claim of deduction under Section 80P of the IT Act without proper r 

verification of the status of the assessee as a PACS. The Revisional 

Authority arrived at a conclusion that in.order t.o be eligible f.or deductjon 

under Section 80P of the IT Act, with effect from the Assessment Year 

2007-08 onwa'rds, a Co-operative Society,""irrespective of carrying on the 

business .of banking .or providing credit facility to its membersl should 

either be a PACS or a Primary Co-operative Agricultural or Rural 

Development Bank, which satisfy the condition prescribed under the BR 

Act. The Reyjsional Authority noticed that the bye-laws of the assessee 

authorises disbursement of loan for non-agricultural purposes also. 

Therefore, to verify the primary object of the Society, its action. plan and 

actiVIty shoyld be analysed. By Annexure..;B Qrder the Revisional 

Authority set· aside Annexure-A assessment orderr for making 

assessment afresh on the issues discussed in Annexure-B order, after 

. considering the aspects referred to therein and the Assessing Officer was 

directed to pass appropriate orde"~sas per laW, after giving sufficient 

opportunity to the assessee. AnnexO're:':B order was under challenge 
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before the Appellate Tribunal in an appeal filed under Section 263 of the 

IT Act/ which ended in dismissal by Annexure-C' order,declining 

interference. 

29.3. In Perinthalmanna (363 ITR 268], after perusing 

Annexure-A order of the Assessing Officer/ Annexure-B order of the 

Revisional Authority and Annexure-C order of the Appellate Tribunal/ the 

Division Bench noticed that, the entire controversy involved is with 

regard. to the exact status of the assessee, whether it is Co-operative 

Bank or a Primary Co-operative Credit Society and t~~t, this question 
'"-Ii" A 

arises in the light of the assessee claiming benefits un'der Section 80P of 

the IT Act. The Division Bench observed thijt, once a ciaimis made under 

Section 80P, necessarily the Assessing Officer has to consider the 

implication of sub-section (4) of Section SOP with reference to such claim 

depending upon the nature pr tr.ansactipns conducted by the assessee, 

irrespective of the nomenclature of the assessee. Before the ~ivision 

Bench, the assessee contended thatl its case has to be considered only 

by looking into the provisions of the KCS Act and nothing else, .as the 

certificate of registration would indicate their claim arid also decide what 

exactly the nature of business. The Division Bench held that the' 

ReyjsionaJ ALJthorjt~ wa,s j.ustjfjed in saying that, with the introduction of 

sub-section. (4) of Section BOP that, necessarily an enquiry has to be 

conducted into the factual situation whether a Co-operative Bank is 
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conductin the business as a PACS or a P . 
rrma Co-o erative A ricultural 

and Rural Development Bank, and· depend' .......... .:. . . c.. .' 


Ing Upon the transactIons, the 

AsseSSing Officer has to extent the benefits available, and not merely: 

. looking at the registration certificate under the KCS Act or the 

nomenclature. Thereforel we find no merit in the contention of the. 

learned counsel for the assessee that as there is no ratio decidendi in 

Perinthalmanna [363 ITR 268] the Division Bench went wrong In 

referring the matter to a Larger Bench on the ground that there Js 

divergence of opinion expressed by the two Division Benches in 

Perinthalmanna [363 ITR 268] and Chirakkal [384 ITR 490]. 

30. In Antony Pattukulaogara [2012 (3) KHC 726] in the 

context of clause (oa) of Section 2 of the KCS Act [which was later-- .­
renumbered as clause (oaa) by the Kerala Co-operative SOCieties-
(Amendment) ActJ 2013 with effect from 14,02.2013], .a Division Bench 

of this Court held that l going by the definition clause of 'Primary 

Agriculturaf Credit Society' in order to constitute the Society in that 

category, the principal activity should be to undertake f!~tl£!:!!!.~rpL~[ggJt 
-.'-~.-"~~.-..~-~"..~~"--"..• ~.~.~.-.~-,,..-.•.,--~....-~~.,..• -...••. ~•.-.,.,..... . . 

activities and provide loans and advances for agricultural purposes. It is 

further stated in the second proviso to the said definition clause that if 

the s.ociety does not .achieve its obje!:tive i.e" to function Hke .an 
... 

Agricultural Credit Society, it will lose its identity by virtue of the 

operation of the said proviso. What can be noticed from second proviso 
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to 	clause (oa) of Section 2 of the KCS Act 'IS that , as and when the 

Societyceqses to be a Primary Agricultural Credit Society~ 'it 'shall loose ' . 

that ·'d ft . .
I en I y Irrespective of whether the Registrar has made changes or 

not. 

0· In ThathamangaIam Service Co-operative Bank's case 

(supra) this Court held that Section 80P of the IT Act provides 

exemption only in respect of a Primary Agricultural Credit Society as 

me.ntioned in sub-sectIon (4) and as such, th'e status of the Society 

becomes more relevant, as defined under the Banking Regulation Act. 

~$lIch objective has already been brought about by amending the Kerala 

Statute as W~Il, jnc~rporating the 'second proviso' to the definition of the 

term Primary Agricultural Credit Society, as given under Section 2(oa) of 
- .......-­

the 	Kerala Co-operative Societies Act, as per Act 7 of 2010. But, by 

virtue of the .amendment to Section 2(oa) of the KeraJa .Co-operative 
~ 

Societies Act, 
, 

if the Society does not continue to fulfill the obligation, . it 
. . 

will lose the colour and characteristics of a Primary Agricultural Credit 

Society, except for the purpose of staff strength. Thus, it is very much 

obligatory for the petitioner societies, who claim the status and the 

, .tl ;;;~;;;:-:;::::;;,~:,~;;:~!;~: 

. 	 'such, they' have to obtain a certificate from the competent authority Qy 

producing the relevant facts and figures. including the balance sheet, 
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rofit and loss' accOunts et . 
c. satlsf the re uirements of the 

'second proviso' to Section 2(oa) of theAct~ to: claim the status of 

Primary Agricultural Credit Societies. 

33. In view of the law laid down by the Apex Court in Citizen 

Co-operative Society [397 ITR 1] it cannot be contended that, while 

considering the claim made by an assessee society for deduction under 

Section80P of the IT Act, after the introduction of sub-section (4) 

thereof, the Assessjng Offjcer has to extend the benefits avaiJabJe, 

merely looking at the class of the societY~,~>RE!,LJb~~,c;J~rt!f1g?~~§t,9f 

registration issued under the Central or State Co-operative Societies Act 

and the Rules made thereunder. gn such a claim fordeductioQ under 
, 

Section gOp of the IT Act, the Assessing Officer has. to conduct an 

enquiry into the factual situation as to the activities of the. assessee 

society and arrjve at a conclusion whether benefjts can be extended or 

not in the light of the provisions under sub-section {4} of Section 80P. 

33. In Chirakkal [384 ITR 490] the Division Bench held that 

the appellant societies having been classified as Primary Agricultural 

Credit Societies by the competent authority under the KCS Act, it has 

necessarily to be held that the principal object of such societies is to 

undertake agricuJtural credit activities and to provide loans and advances 

for agricultural purposes, the rate of interest on such loans and advances 

to be at the rate to be fixed by the Registrar of Co-operative Societies 
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under the KCS Act and having its area of operation confined to a Village, 

Panchayat or 'a Municipality and as :such
t 

they are entitled for the benefit 

of sub~section (4) of Section 80P of the IT Act to ease themselves out 

from the coverage of Section 80P and that 
t 

the authorities under the IT 

Act cannot probe into any issues Qr such matters relating to such 
~-'''''_>'J) 

societies and that, Primary Agricultural Credit Societies registered as 

such under the KCS Act and classified SOl under that Actl including the 

appellants are entitled to such exemption. 

, 
; 34. In Chirakkal [384 ITR 490] the Division Bench expressed a 

divergent without noticin.g the law 'laid down in Antony 

Pattukulangara [2012 (3) KHC 72.6] and Perinthalmanna [363ITR 

268] reove~ the law laid down by the Division Bench in Chirakkal 

[384 ITR 490] is not good law, since, in view of the law laid down by 
..... ~.. 	 - ­" 

the Apex Court in Cjtlzen Co-operative Society [397 ITR 1], on .a 

claim for deduction under Section 80P of the Income Tax Act, by reason.­
of sub-section (4) thereof, the Assessing Officer has to conduct an 

~ 

'- . 	 :,.~~'J!!!2' j~!~0'<ED~~c0,1~ftY/~1<~!t!:!9~jS}n as to the activities of the assessee 

society· and arrive .~~.~.~~"~~~~Sty§jJ2D...Xt~!b0~_~!l~!!!~_~anJt~L~1~t~!lQed or 
7""«"~''f'''~"E':$ 

not in the light of the provisions under sub-section of Section of 

the IT Act, In view of the taw laid down by the Apex Court jn Citizen Co­

operative SOciety [397 ITR 1] the law laid dow~ by the Division 

Bench Perintha 
ITR 268] has to be affirmed and we do 
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so. 

35. 
In view of th~ la~ laid dOl/mby the 'Apex Court in Ace Multi . , 

Axes Systems' case (supra), since each assessment year i5 a separate 
~ / __'_'_"~_~~'~"~~~~___O"_~__4_"'M~,,",,""'__~~~~_,"-~___~ 

unit, the intention of the legislature is in no manner defeated by not ,...., , 

aJJpwing deduction under Section BOP pf the IT A~t, by re.aSQn Qf .sub­

section (4) thereofl if the assessee society to be the specified 
;;1:!:. %- "'·i*;"';~j:;,*,'z~~~~~~~ 

~l,~giJ)f,.sQ<;:igtles for Which the deduction is provided, even if it was 

ejj,gjbJe 

The question referred to the Full Bench is answered as above. 
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