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Y /ORDER

PER V. DURGA RAO, JUDICIAL MEMBER:

This appeal filed by the assessee is against the order of the
learned Commissioner of Income Tax (Appeals)-16, Chennai in
|.T.A. N0.118/CIT(A)-18/2010-11 dated 24.09.2019 relevant to the

Assessment Year 2007 — 2008.
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2. Facts are in brief that the Assessee filed the return of income
on 01.11.2007 for the Assessment Year 2007 — 2008 admitting a
total loss of Rs.6,67,880/- . The Assessing Officer has completed
the assessment u/s.143(3) of the Income Tax Act, 1961 on
24.12.2009 determining the total income at Rs.10,79,956/-. In the
course of the assessment proceedings, the Assessing officer has
noted that the Assessee has debited an amount of Rs.17,47,836/- in
the Profit & Loss Account (P&L) for the year ended 31.03.2007 and
this was disallowed, as a result of which the total income was
assessed at Rs.10,79,956/-. Subsequently, the Assessing Officer
initiated the penalty proceedings u/s.271(1)(c) of the Act to issue

notice u/s,.274 of the Income Tax Act, 1961.

3. The Assessee had submitted before the Assessing Officer that
he has debited the speculative loss in the Profit & Loss Account was
an inadvertent mistake and submitted that he had either concealed
any income nor filed any inaccurate particulars and submitted that

Section 271(1)(c) of the Act has no application.

4. He also submitted before the Assessing Officer that as per the

decision of the Hon’ble Supreme Court in the case of the
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Commissioner of Income Tax Vs. Reliance Petro-products Private
Limited reported in 322 ITR 158 (SC), no penalty can be levied.
However, the Assessing Officer has not accepted the explanation of
the Assessee and he has observed that if the Assessee by an
inadvertent mistake debited this speculative loss in the Profit & Loss
Account, he ought to have filed a revised return of income to correct
the mistake. By observing the above, the Assessing Officer has

levied the penalty.

5. On appeal, the learned Commissioner of Income Tax

(Appeals) confirmed the order of the Assessing Officer.

6. None appeared on behalf of the Assessee.

7. We have heard the learned Departmental Representative and
perused the materials available on record and had gone through the
orders of the authorities below. The learned Departmental
Representative had strongly supported the order passed by the

authority below.

8. In this case, the Assessing Officer had levied penalty on the

ground that the speculative loss claimed in the Profit & Loss
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Account is not allowable and therefore penalty u/s.271(1)(c) of the
Income Tax Act, 1961 is levied. The case of the Assessee is that
the claim made by the Assessee was an inadvertent mistake and he
had prayed that the penalty may be deleted. However, both the
authorities below had not accepted the explanation given by the

Assessee.

9. We find, in the case of the Commissioner of Income Tax Vs.
Reliance Petro-products Private Limited (supra), the Hon’ble
Supreme Court has observed that merely because the Assessee
had claimed the expenditure, which claim was not accepted or was
not acceptable to the Revenue, that by itself would not attract the

penalty u/s.271(1)(c) of the Income Tax Act, 1961.

10. By considering the entire facts and circumstances of the case
and the explanation given by the Assessee and also by following the
judgment of the Hon’ble Supreme Court in the case of the
Commissioner of Income Tax Vs. Reliance Petro-products Private
Limited (supra), we find that the Assessee had neither concealed
the income nor filed any inaccurate particulars. Therefore, Section

271(1)(c) of the Income Tax Act, 1961 has no application.
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Accordingly, we reverse the order passed by the learned

Commissioner of Income Tax (Appeals) and the penalty levied is

deleted.

11. In the result, the appeal filed by the Assessee in L.T.A.

No0.3225/Chny/2019 is allowed.

Order pronounced on 4™ August, 2021 in Chennai.
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