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In the absence of a bona fide claim and good faith, the penalty 
under Section 271(1)(c) of the Income-tax Act is to be levied 
for filing inaccurate particulars           
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Background 

Recently, the Mumbai Bench of the Income-tax 
Appellate Tribunal (the Tribunal) in the case of State 
Bank of Mauritius

1
 (the taxpayer) held that if the claim 

itself is not bona fide and it lacks good faith, then a 
penalty has to be imposed for filing inaccurate 
particulars. Information in the return was given to gain 
some tax advantage which was otherwise not due to the 
taxpayer and such an attempt has to be termed as filing 
of inaccurate particulars.  
 

Facts of the case 

 The taxpayer is engaged in the business of 
banking. During the year under consideration, the 
taxpayer had claimed expenditure on the acquisition 
of fixed assets. The taxpayer also claimed 
depreciation on the said assets. The taxpayer 
claimed that expenditure incurred for purchasing the 
said assets was allowable as revenue expenditure 
under Article 7(3) of the India-Mauritius tax treaty. 
 

 The Assessing Officer (AO) held that the taxpayer 
in addition to the claim of 100 per cent deduction on 
the capital expenditure, claimed depreciation on 
fixed assets. It amounted to double deduction to the 
extent of the depreciation on the fixed assets. 
Accordingly, the taxpayer levied a penalty under 
Section 271(1)(c) of the Income-tax Act, 1961 (the 
Act) holding that the taxpayer has furnished 
inaccurate particulars of income by claiming a 
deduction for capital expenditure. By making a 
claim of deduction of capital expenditure, for which 
it was not eligible, the taxpayer had furnished 
inaccurate particulars of income.  
 

________________________ 

1
 State Bank of Mauritius v. DDIT (ITA No. 3139/Mum/2008) – Taxsutra.com  

 The Commissioner of Income-tax (Appeals) 
[CIT(A)] upheld the order of the AO. 

Tribunal’s ruling  

 The object behind the enactment of Section 
271(1)(c) of the Act is to provide a remedy for 
the loss of revenue and it is a civil liability. 
Courts are of the opinion that the imposition of 
penalties under Section 271(1)(c) of the Act is 
not akin to criminal proceedings and the 
question of mens rea or mala fides on the part 
of the taxpayer need not be examined and is 
not relevant. In such cases, it has to be 
examined as to what was the explanation of 
the taxpayer during the penalty proceedings 
and whether the same could be treated as a 
bona fide explanation. 
 

 The words ‘particulars’ and ‘inaccurate’ under 
Section 271(1)(c) of the Act mean that 
particulars which are not accurate, not exact or 
correct or not according to truth or erroneous 
are to be considered inaccurate particulars. 
 

 Mere recording of the notes in the return 
cannot absolve and protect the taxpayer who 
had not furnished accurate particulars. If the 
explanation and the reasoning of the taxpayer 
are accepted, then in all cases where a note is 
made in a return, but a wrong claim of 
deduction is made, no penalty under Section 
271(1)(c) of the Act can be imposed. 
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 Merely because the taxpayer complies with the 
statutory procedural requirement of filing the 
prescribed form and certificate of the chartered 
accountant, the taxpayer cannot be absolved of 
its liability if the act or attempt in claiming the 
deduction is not bona fide. 
 

 If the taxpayer had anything in its favour in the 
form of a commentary, an opinion of a tax 
expert dealing with such issues at international 
level, or an order of any legal forum to hold that 
capital expenditure can be claimed as revenue 
expenditure and depreciation can be claimed for 
such an expenditure, stand taken by it would 
have been taken as bonafide belief. 
 

 In the present case, the taxpayer claims it 
interpreted the tax treaty and decided that it was 
eligible for a particular deduction. Thus, it has 
acted as an interpreter of the law and a judicial 
authority. As per the judicial procedure, only the 
Courts are authorised to interpret the law. The 
taxpayers, AOs, CIT(A) and even the Tribunal 
cannot interpret the law. The taxpayer had 
interpreted the tax treaty for its own benefit 
resulting in the payment of less tax. 
 

 It is not a case where the taxpayer makes a 
claim during the assessment proceedings after 
paying taxes about the claims for which it had 
some doubt. If the taxpayer interprets the 
provisions of law without any legal basis and 
resultantly deprives the state of its due taxes it 
is a case of the filing of inaccurate particulars. 
 

 With reference to the facts of the present case, 
it indicates that no judgment or opinion was 
brought to the notice of the tax authorities. It 
indicates that the stand taken by the taxpayer 
was based on some reasonable basis. In our 
opinion, the claim made by it falls under the 
category of a ‘fanciful claims under the garb of 
interpretation’, and the same is not bona fide. 
 

 The decisions
2 
relied on by the taxpayer are 

distinguishable on the facts of the present case. 
However, facts of the present are similar to the 
facts of N.G. Technologies

3
. Therefore, the High 

Court upheld the order of CIT(A). 
 

 
 
_________________ 
2
 CIT v. Infosys Technologies Ltd [2014] 360 ITR 714 (Kar), Rucha 

Engineers Pvt. Ltd. Ltd.(90CCH232) 
3
 N.G. Technologies v. CIT [2016] 240 Taxman 6 (SC) 

 

Our comments 

In the case of Sambhav Media Ltd.
4
 the taxpayer 

made a claim of statutory deduction under Section 
24 as well as for depreciation. At the time of 
assessment, all relevant material facts were 
disclosed by the taxpayer and depreciation was 
also claimed on its business assets. Both the AO 
and the CIT(A) found that the taxpayer was 
disentitled to claim a double deduction of 
depreciation as well as a deduction under Section 
24 of the Act. The Tribunal held that there was no 
concealment of income nor was there any filing of 
inaccurate particulars of income. The Gujarat High 
Court held that the conduct of the taxpayer was 
bona fide and this being a matter of bona fide 
difference of opinion between the taxpayer and the 
tax department regarding allowability of the claim, 
the Tribunal was justified in deleting the penalty 
imposed upon the taxpayer.  
 
However, the Mumbai Tribunal in the present case 
has held that if the claim itself is not bona fide and 
it lacks good faith, then a penalty has to be 
imposed for filing inaccurate particulars. 
Information in the return was given to gain some 
tax advantage which was otherwise not due to the 
taxpayer and such an attempt has to be termed as 
the filing of inaccurate particulars. The claim made 
by it falls under the category of a ‘fanciful claims 
under the garb of interpretation’, and the same is 
not bona fide. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
______________ 
 
4
 CIT v. Sambhav Media Ltd. [2013] 32 taxmann.com 371 (Guj) 
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