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आदेश / O R D E R 

 
PER DUVVURU RL REDDY, JUDICIAL MEMBER: 
 

Both the appeals filed by the assessee are directed against different orders 

of the ld. Commissioner of Income Tax (Appeals)-11, Chennai both dated 

29.08.2017 for the assessment year 2010-11 passed under section 271B as well 

as 271F of the Income Tax Act, 1961 [“Act” in short]. First we shall take up the 

appeal filed against levy of penalty under section 271B of the Act for adjudication.  

 
2.  Brief facts of the case are that the assessee filed its return of income for 

the assessment year 2010-11 on 19.05.2011 declaring an income of 

₹.2,28,78,320/-. The assessment under section 143(3) of the Act was completed 
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on 24.01.2013 assessing the total income of 2,28,78,321/-. However, the 

Assessing Officer levied penalty under section 271B of the Act of ₹.1,00,000/- as 

the assessee has not got its accounts audited by an Accountant and furnished 

the tax audit report as per section 44AB of the Act before the specified date i.e., 

15.10.2010 as the turnover of the assessee during the relevant previous year was 

₹.260,70,26,450/-. On appeal against levy of penalty under section 271B of the 

Act, the ld. CIT(A) confirmed the penalty levied by the Assessing Officer.  

 
3.  On being aggrieved, the assessee is in appeal before the Tribunal. The ld. 

Counsel for the assessee has submitted that the reasonable cause for the delay 

in obtaining the tax audit report was explained before the authorities below, 

whereas, the Assessing Officer has mechanically levied penalty under section 

271B of the Act and prayed for deleting the same. The ld. DR relied on the orders 

of authorities below.  

 
4.  We have heard both the sides, perused the materials available on record 

and gone through the orders of authorities below. Since the total turnover of the 

assessee for the relevant previous year was ₹.260,70,26,450/- and the assessee 

failed to get its accounts audited by an Accountant and file the tax audit report as 

required under section 44AB of the Act, the Assessing Officer levied penalty of 

₹.1,00,000/- under section 271B of the Act. It was the submission of the ld. 

Counsel that the assessee is a corporation established by the Government of 

Tamil Nadu and for the assessment year under consideration, the assessee had 
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paid all the taxes due on the returned income including the demand raised in the 

assessment order before 30.09.2010 which could be apparent by the accepting 

the returned income of the assessee in toto in the assessment. However, the 

Assessing Officer mechanically levied penalty under section 271B of the Act for 

the reason that the assessee has not filed the tax audit report under section 44AB 

of the Act by ignoring the reasonable cause for the late filing of the tax audit 

report. It was emphasized that being a corporation functioning under the Govt. of 

Tamil Nadu, because of shifting of the office to the present location as well as 

belated conduct of the AGM, where high officials of the Government has to 

participate coupled with misplacement of some of the crucial records, the 

assessee was unable to obtain and file the tax audit report in time. By overlooking 

the provision of section 273B of the Act, where there is valid reasonable cause for 

delay in obtaining the tax audit report, it was submitted that the Assessing Officer 

was not justified in levying the penalty and prayed for deleting the penalty levied 

under section 271B of the Act. We find force in the argument of the ld. Counsel 

and of the considered opinion that the assessee was prevented by reasonable 

cause for the delay in obtaining and filing the tax audit report. The provision of 

section 273B of the Act provides that in case the assessee proves that there was 

some reasonable cause for the failure to deduct tax, then the penalty under 

section 271B of the Act is waived off. Section 273B - Penalty not to be imposed in 

certain cases, can be read as follows: 



:- 4 -: 
ITA No.2863 & 2864/Chny/2017 

 
273B. Notwithstanding anything contained in the provisions of clause (b) of 

sub-section (1) of section 271, section 271A, section 271AA, section 271B, 

section 271BA, section 271BB, section 271C, section 271CA, section 271D, 

section 271E, section 271F, section 271FA, section 271FB, section 271G, 

section 271H, clause (c) or clause (d) of sub section (1) or sub-section (2) of 

section 272A, sub-section (1) of section 272AA or section 272B or subsection 

(1) or subsection (1A) of section 272BB or sub-section (1) of section 272BBB 

or clause (b) of sub-section (1) or clause (b) or clause (c) of subsection (2) of 

section 273,no penalty shall be imposable on the person or the assessee, as 

the case may be, for any failure referred to in the said provisions if he 

proves that there was reasonable cause for the said failure. 

 
4.1 There is no definition for the term “reasonable cause” and it has to be 

decided upon the facts of each case. In this case, the assessee, being a 

corporation, has given valid reasons for the delay in obtaining and filing of the tax 

audit report. Moreover, the authorities below have not pointed out any continuous 

and repeated defaults justifying the penalty. Thus, in view of the provisions of 

section 273B of the Act and considering the facts and circumstances, we set 

aside the order of the authorities below and delete the penalty levied under 

section 271B of the Act. Thus, the appeal filed by the assessee stands allowed.  

 
5.  The assessee also preferred an appeal against levy of penalty of ₹.5,000/-

under section 271F of the Act. The Assessing Officer noticed that the assessee 

was required to file the return of income by 30.09.2010, which was extended upto 

15.10.2010, whereas, the assessee has filed the return of income only on 
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19.05.2011 i.e., even after the end of the assessment year. As per provisions of 

section 271F of the Act, if a person who was required to furnish a return of his 

income as required under section 139(1) of the Act or by the provisos to that sub-

section, fails to furnish such return before the end of the relevant assessment 

year, the Assessing Officer may direct that such person shall pay by way of 

penalty a sum of ₹.5,000/-, which was confirmed by the ld. CIT(A).  

 
5.1 It was the submission of the ld. Counsel that the assessee paid all the 

taxes due on the returned income including the demand raised in the assessment 

order before 30.09.2010 and repeated the same reasons as was submitted during 

271B penalty proceedings. Per contra, the ld. DR has submitted that once the 

assessee paid all the taxes due on the returned income including the demand 

raised in the assessment order before 30.09.2010, the assessee should have 

filed its return of income on or before the extended time of filing of the return, 

which is mandatory and thus pleaded for sustaining the penalty levied under 

section 271F of the Act.  

 
6.  We have heard the rival contentions. Once the assessee has paid all the 

taxes due on the returned income including the demand raised in the assessment 

order before 30.09.2010, the assessee is mandated to file the return of income 

within the prescribed time limit. Since the assessee failed files the return of 

income within the prescribed time limit, we are of the considered opinion that the 

penalty levied under section 271F of the Act was rightly confirmed by the ld. 
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CIT(A). We find no infirmity in the order passed by the ld. CIT(A) and thus, the 

ground raised by the assessee stands dismissed.  

 
7.   In the result, the appeal filed by the assessee in I.T.A. No. 2863/Chny/2017 

is allowed and the appeal in I.T.A. No. 2864/Chny/2017 is dismissed.  

   
Order pronounced on the 19th February, 2020 in Chennai. 
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