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paragraphs. It is the submission of the Ld. Counsel for the assessee that the
receipts are a mere reimbursement of expenses (including interest) and the trust
operates as a pass through entity for the welfare of the rural labour class and there
IS no business profit to be taxed. Further, the assessee has debited the interest
expenditure which is routed through the income and expenditure account on
account of loans being transferred to the assessee’s trust on behalf of the individual
borrowers. Such interest has been reimbursed by Shri Dnyaneshwar Sahakari
Sakhar Karkhana Ltd. It is also his submission that the allegation of the Revenue

that the bank has disbursed the loans to H & T Contractor and not to the assessee’s

trust is factually incorrect.

20.  We find some force in the above arguments of the Ld. Counsel for the
assessee. A perusal of some of the loans disbursed on account of H & T advances
to the assessee trust by Bank of Baroda are as under:
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21.  Similarly, we find the Indian Overseas Bank has also disbursed the loans to
the trust account on behalf of the labourers , the details of which are as under:
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22. We find the terms and conditions of IDBI Bank while sanctioning the

advances to H & T Contractor through the assessee’s trust, are as under:

! 7 ; m .DB. B

Industoial Davelopront S
July 19, 2010 L T,

APC Pune2010/ =87

In duplicate

The Chairman.

Shri Dnyaneshwar Sahakari Sakhar Karkhana Lid.

Dnyaneshwarnagar, Post — Bhende S. K. —-414 605,
Tatuka — Newasa_ Dist — Abhmednagar.
aharashoa

AN
And
The Chairman.

Shn Dnyaneshwar Trust,
Dayaneshwarnagar,

) Post — Bhende S. K. — 114 605,
Talika — Newasa_

Dist — Abmednagar (Maharashira)

Dear Sir.
Sanction of financial assistance of Rs. 15.00 Cr

o your application and the subsequent discussions
us regarding financial assistance/credit facilities.

your
The
to

Please refer
represeniative had with
proposal has been considered and TDBI Bank Ltd is agrecable, in Principle,

grant you Short Term lLoan of Rs. 15.00 crore (Rupees Fifteen crore only) for

advance payment to Harvesting and Transport contractors.
SL | Type ~ Limit Purpose
No. Sanctioned
— (Rs. crore)
; 12 | STL. - H & T loan 15.00 Advances to Harvest & Transport
Contractors for crushing season
of 2010-11.

2. The aforesaid financial assistance is subject to the normal terms and conditions
contained in the Loan/Facility Agreement and the terms and conditions set out in
Appendix-I hercto. This lerter shall form an integral part of thesy

o~

Agreement 1o be entered into by you with IDBT Bank I.td.

T Ty Y - by

THNe Zonal OMce  *ai. e =

T BrEawTgy aedt e TN-¥99030 iy - FEIINRIR / R0/ 39 Feowy +
> B - & = PLone-3*103a0 Prnene 24:)35.9‘9:‘20'21, =
WenDsite waansy uwbankingia.com

ZITm 3 D AN astie, com

= IR arr{:ﬁ-ﬂmt eTaY, mep ey HITETEE, W uya, gAY Yoo coi FRHAFZ W bl com
FECADMNCONDBE Tawmr. WIC Compilex. Cutte Parade. Mumbai 400 005. Website WL idbl Corr




www.taxguru.in

“ ITA Nos.1879 to 1884/PUN/2025

APPENDIX |
(Terms and conditjons of the financial assistance)
W
%
WM%‘M
| for crushing season 2010-11
%
i i | Nil : :

Margin
“F.  Tenure . 1 Upto June, 2011

G. Repayment On or before June 30, 2011

H. Security '
Primary - Nil
Collateral " Nil

' Guarantees : Default Paymeny Guarantee of SDSSKT..

Other ' Post dated cheques

L Processing fee Nil
J. Other charges Legal charges, documentation and out of pocket charges at actual 1o
- be bomne by the SSK.
K. . Liquidated * A charge of 29; P-a over and above the applicable interest rate by way
damages - of liquidared damages wil] be levied for defauts in principal, intereét :
.: and other moneys payable under the facility agreement. Arrears of
liquidared damages will also carry interest at the applicable rate for

loan
L. Additional Disbursements made pending creation of fina] security as stipulated,
Interest “herein below, shal] carry additional interest @ 1% per annum (plus

M. Pre- Documents -
disbursement 1) Accepted Sanction Letter

i) Execution of Loan Agreement

Sl e
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- dif)  Demand Promissory Note
iv)  Default payment guarantee agreement
V) Undenaking 1o utilize funds for the purpose specified.
» vi)  Board Resolution of Shri Dnyaneshwar Trust for availing the
loan
vii) Board Resolution of Shri Dnyaneshwar Sahakari Sakhar
4 Karkhana Ld for providing default payment guarantee
- viii) The list of H & T contractors and their agreement with Shri
; Dnyaneshwar Trust.
ix)  Agreement berween Shri Dnyaneshwar Sahakari Sakhar
Karkhana L1d and Shri Dnyaneshwar Trust
X) Stamped receipts
xi)  Post Dated Cheques

N. Modunsoperandi | > The H&T arrangement will be managed by Shri Dyneshwar
of the scheme | Trust, 2 no profit, no gain institution ;promoted ~for the |

243 “i»:_J.'.?»',L‘\\' nvolved in the

“I

There will be agreement between Shri Dnyaneshwar Sahakari

Sakhar Karkhana Ltd and Shri Dnyaneshwar trust wherein the

SSK will entrust work of engagement of groups, management

f of H&T arrangement; ensure payment, advances percolated up

to the labour by conducting surveys to trust on behalf of Shri
Dnyaneshwar Sahakari Sakhar Karkhana Ltd.

# The must will enter into agreement with individual contractor

for H & T and inform the Bank. The loan will be disbursed to

Shri Dnyaneshwar Trust on the basis of contracts executed

: berween twust & individual contractors under the DPG of Shri
| Dnyaneshwar Sahakari Sakhar Karkhana Ltd.

' The SSK/trust will recover the advance from the fortnightly

‘./

bills payable to the H & T contactor on priority basis and credit

to the loan account on ongoing basis or pay th




oy

2. ey

www.taxguru.in

” ITA Nos.1879 to 1884/PUN/2025

before due date. ]

: currency of the assistance:

- d) The SSK/rust is to recover the amount of advance from the bill

‘may be notified by IDBI from time to time in accordance with

the disclosure by the Lender all or any such information and data

1) The firm shall undertake to the satisfaction of IDBI, that during the

a) Not escrow its cash flows

b) The Karkhana to comply with all statutory permission for availing
the loan.

¢) Other normal terms and conditions as may be stipulated by the

payable o H & T contractors on priority basis and submit letter of
undentaking to do so by obtaining irrevocable letter of undertaking
from the H & T contractors.

1) The SSK/rust is to ensure the opening of the current/ saving
accounts of H & T contractors covered under the loan with IDBI Bank
Lid.

iii) In the event of default in performance of .any of the aforesaid
covenants, IDBI shall have the right to review the facilities including
stipulation of additional security and other terms and conditions.

iv) Interest, commission and other charges are subject to variations as

utilization level and IDBI's usual practices.

v) The Borrower understands that as a pre-condition, relating to grant
of the loans/advances/other non-fund-based credit facilities provided
1o the Borrower, the Lender requires the Borrower’s consent for the
disclosure by the Lender of, information and data relating to the
Borrower, of the credit facility availed of / to be availed of, by the
Borrower, obligations assumed / to be assumed, by the Borrower, in
relation thereto and default, if any, committed by the Borrower, in
discharge thereof.

vi) Accordingly, the Borrower hereby agrees and gives its consent for
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— -
' relating to the Borrower including the information or data relating to

| defaulr, if any. committed by the Borrower, in discharge of the
! Borrower's such obligation as the Lender may deem appropriate and
necessary. to disclose and furnish to Credit Information Bureau
t (India) Limited (CIBIL) or any other agency authorised in this behalf
. by RBI.

vu) The Borrower hereby declares that the information and data
’ furnished by the Borrower to the Lender are true and correct,

,' viii) The Borrower undertakes that:

| a) CIBIL and / or any other agency so authorised may use,
process the said information and data disclosed by the Lender
in the manner as deemed fit by it; and

b) CIBIL and / or any other agency so authorised may furnish
' for consideration, the processed information and data or
i products thereof prepared by them, to banks/financial

_ be specified by RBI in this behalf.

ix) Without prejudice to the end use of the said loan as stated herein,

! the Borrower shall not grant to its subsidiary/ associate company(s),

' without the Prior approval of the Board of Directors and IDB] Ltd.,

interest free loans or loans at the rate of interests lower than at which
the Borrower has borrowed funds from IDBI Ltd., or any other
bank/financial instmtion.




