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In brief 

In a recent decision,1 the Delhi High Court (HC) following the decision of the Supreme Court (SC)2 
held that the voluntary disclosure of additional income in a revised return of income filed after survey 
proceedings would not absolve the taxpayer from levy of penalty under section 271(1)(c) of the 
Income-tax Act, 1961 (the Act). 

 

In detail 

Facts  

 A survey was conducted at 
the business premises of a 
taxpayer who had disclosed 
certain additional income 
during the survey 
proceedings and 
subsequently, filed a revised 
return of income (ROI) 
declaring the additional 
income.  

 The tax officer (TO) 
completed the assessment 
proceedings on the revised 
ROI and levied the penalty 
under section 271(1)(c) of 
the Act stating that the 
taxpayer had concealed the 
income and filed inaccurate 
particulars.  

 The aggrieved taxpayer 
appealed before the 
Commissioner of Income-

                                                             
1 ITA 219/2017 order dated 20 February, 2018 
2 MAK Data Private Limited v. CIT [2013] 358 ITR 593 (SC)  
3 CIT v. SAS Pharmaceuticals [2011] 335 ITR 259 (Delhi) 
4 CIT v. SAS Pharmaceuticals (2011) 335 ITR 259 (Delhi); CIT v. Mohandas Hassanand (1983) 141 ITR 203 (Delhi);  

tax (Appeals) [CIT(A)] 
contending that the TO had 
not gathered any 
incriminating documents or 
evidences during the survey 
proceedings, and to avoid 
further proceedings, the 
taxpayer disclosed the 
income.  

 The CIT(A) rejected the 
taxpayer’s contentions. 
However, the Income-tax 
Appellate Tribunal 
(Tribunal) provided relief to 
the taxpayer relying on 
Delhi HC decision3. 

 Aggrieved by the Tribunal’s 
order, the Revenue 
preferred an appeal before 
the HC. 

Issue before the High Court 

Whether the Tribunal was 
right in holding that the 
penalty imposed by the TO 

under section 271(1)(c) of the 
Act was not leviable? 

Taxpayer’s contention 

Mere disclosure of additional 
income consequent to survey 
proceedings by filing a revised 
ROI could not be a ground for 
the Revenue to levy penalty for 
concealment of income. No 
material evidence or 
information was gathered 
during the survey proceedings 
in respect of additional income 
disclosed in the revised ROI. In 
support of its contentions, 
reliance was placed on various 
judicial precedents.4 

Revenue’s contention 

The taxpayer had not disclosed 
the additional income in its 
ROI until the completion of 
survey proceedings. Additional 
income was admitted by 
taxpayer only in its revised  
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ROI, and not in the original. In 
support of its contentions, 
reliance was placed on various 
judicial precedents.5 

High Court’s decision 

 HC observed that the position 
of law laid down by the Delhi 
HC in the case of SAS 
Pharmaceuticals3, relied by the 
Tribunal, had been reversed by 
the ruling of the SC in the case 
of MAK Data2. 

 HC observed that the plea of 
the taxpayer regarding 
voluntary disclosure of income 
and not providing any 
explanation regarding the 
nature of income or its source 
would no longer hold good 
pursuant to the SC’s7 decision. 

                                                             
5 ACIT v. Jeevan Lal Sah [1994] 205 ITR 
244 (SC), CIT v. Mussadilal Ram Bharose 
[1987] 165 ITR 14 (SC) and CIT v. Zoom 

 HC observed that the Revenue 
should not be really concerned 
with the statement of the 
taxpayer like “voluntary 
disclosure”, “buy peace”, 
“avoid litigation”, “amicable 
settlement”, etc. 

 HC reinforced the views of the 
TO and the CIT(A) that filing 
of the revised ROI was an 
afterthought of the taxpayer, 
influenced by the admission 
made during the course of 
survey proceedings. 

 Therefore, the HC held that 
the taxpayer could not be 
absolved from the levy of 
penalty as the taxpayer had 
failed to substantiate its bona 
fide in disclosing all the facts 
material.  

Communication (P.) Limited [2010] 327 
ITR 510 (Delhi) 

The takeaways 

 The HC reaffirmed the SC’s 
decision that the plea of the 
taxpayer like “voluntary 
disclosure”, “buy peace”, 
“avoid litigation”, “amicable 
settlement”, etc. need not be 
considered by Revenue. 

 Voluntary disclosure of 
additional income during the 
course of survey proceedings 
to buy peace of mind or to 
avoid further proceedings 
would not immune the 
taxpayer from the levy of 
penalty.  

Let’s talk 

For a deeper discussion of how 
this issue might affect your 
business, please contact your 
local PwC advisor 
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