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आदेश / O R D E R 
 

Per R.C.Sharma, AM 
 

This is an appeal filed by the assessee against the order of CIT(A), 

Mumbai, dated 31-8-2012, for the assessment year 2007-08, in the matter 

of imposition of penalty u/s.271(1)(c) of the IT Act, amounting to 

Rs.2,81,323/-. 

2. Rival contentions have been heard and record perused. Facts in 

brief are that the assessee is engaged in the business of real estate 

development and building construction activities. During the previous 

year, it had earned rental income from its own properties which have been 

disclosed as income from house property in its return of income. During 

the course of assessment proceedings, the income of house property was 
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computed after disallowing a claim for deduction being interest paid on 

loan of Rs.8,35,407/-. The AO held that the said interest is not deductible 

in computing the house property income as the loan was not utilized for 

the acquisition of the said property. The AO initiated penalty proceedings 

u/s.271(1)(c) of the Act  and imposed a penalty at 100% of the tax sought 

to be evaded amounting to Rs.2,81,323/-. 

3. By the impugned order the CIT(A) confirmed the action of the AO, 

against which the assessee is in further appeal before us. 

4. We have considered rival contentions and carefully gone through 

the orders of the authorities below. From the record we found that penalty 

was levied with respect to disallowance of assessee’s claim for interest 

against income from house property. The assessee has incurred interest 

expenditure and claimed the same while computing the income from 

house property. The AO found that interest was not pertaining to the 

amount borrowed for the purpose of purchase of house property, 

therefore, disallowed assessee’s claim while computing income from 

house property. However, incurring of interest expenditure is not in 

dispute, merely because it was not allowed while computing income from 

house property, the same cannot be made a reason for levying penalty 

u/s.271(1)(c) of the Act. The assessee has furnished all the particulars of 

income. Merely because assessee’s claim has been declined, the same 

cannot be made reason for imposing penalty as per the decision of 

Hon’ble Supreme Court in the case of Reliance Petroproducts Ltd., 322 

ITR 158. Accordingly, we do not find any merit for imposition of penalty 
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with regard to disallowance of claim of interest while computing income 

from house property.  

5. In the result, appeal of the assessee is allowed.  

 Order pronounced in the open court on this    30/10/2015.  

आदेश की घोषणा खुरे न्मामारम भें ददनािंकः     30/10/2015 को की गई । 
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