To,
The Assessing Officer,
Income Tax Department,
[Office Address],
[City, State].
Subject: Response to Penalty Notice under Section 271AAC of the Income Tax Act, 1961
Respected Sir,
I, [Your Name], representing [Your Company Name or Individual Name], PAN [Your PAN], in response to the penalty notice issued under Section 271AAC of the Income Tax Act, 1961, regarding the addition made under Section 115BBE for the assessment year [Assessment Year], would like to submit the following clarifications and request the department to reconsider the penalty:
1. Explanation Regarding the Addition under Section 115BBE:
· The addition made under Section 115BBE arises due to the disallowance of certain income/expenses. The additional income was offered as a result of discrepancies identified during the assessment.
· The discrepancy was due to a genuine error or misunderstanding related to the tax treatment of certain transactions, which was promptly rectified upon being pointed out. There was no intention to conceal income or evade tax on the part of the taxpayer.
2. Absence of Willful Evasion or Fraud:
· The penalty under Section 271AAC applies when there is an addition to income under Section 115BBE. However, this section does not automatically impose a penalty unless the addition is due to willful concealment or deliberate misstatement of income.
· In this case, the addition was due to a genuine mistake or misinterpretation and not due to any willful concealment of income. We have fully disclosed all income and paid the tax on the same.
3. Legal Provisions for Penalty under Section 271AAC:
· Section 271AAC applies where a taxpayer fails to disclose or conceals income, and a penalty is imposed at the rate of 10% of the tax payable on the income added under Section 115BBE.
· However, the section provides discretionary powers to the Assessing Officer regarding the imposition of penalties. The penalty is not automatic and can be waived if the addition is due to a genuine mistake or clerical error.
· Supreme Court ruling in Reliance Petroproducts Pvt. Ltd. [2010] (2010) clarified that penalties under Section 271 cannot be levied in cases where there is no willful concealment of facts and the taxpayer has made full disclosure.
4. Request for Waiver of Penalty:
· We respectfully request that the penalty under Section 271AAC be waived or reduced to the extent possible. The tax payable was duly paid after the addition was made, and the disallowance was due to a genuine error and misinterpretation.
· The amount of tax payable is the additional tax arising from the disallowance, and we request that the penalty be reconsidered in light of the circumstances, including the absence of fraudulent intent and the payment of tax due.
5. Supporting Documents:
· We are attaching the following supporting documents for your review:
· Tax computation for the relevant assessment year.
· Detailed explanation for the disallowance or addition made under Section 115BBE.
· Proof of payment of taxes related to the addition.
6. Conclusion:
We respectfully submit that the penalty under Section 271AAC should not apply due to the genuine nature of the error and the fact that the income was disclosed voluntarily and taxes were paid. We request your office to waive or reduce the penalty imposed and allow the matter to be closed.
We remain available for any further clarifications or documentation that may be required.
Yours sincerely,
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