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आदेश /O R D E R 

 
PER N.R.S. GANESAN, JUDICIAL MEMBER: 

 
   This appeal of the assessee is directed against the order of 

the Assessing Officer, dated 30.10.2017, subsequent to the 

direction of the Dispute Resolution Panel dated 14.09.2017 and 

pertaining to assessment year 2013-14.  
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2. The first issue arises for consideration is computation of 

deduction under Section 10AA of the Income-tax Act, 1961 (in short 

'the Act').   

 
3. When the appeal was taken up for hearing, the Ld. 

representative for the assessee submitted that he is not pressing 

this issue.  In view of the above, the first ground of appeal, which 

relates to deduction under Section 10AA of the Act, is dismissed as 

not pressed.   

 
4. The next issue arises for consideration is reduction of 

insurance and telecommunication expenditure incurred by the 

assessee in foreign currency from the total turnover also.   

 
5. Shri Nikhil Mutha, the Ld. representative for the assessee, 

submitted that the Assessing Officer reduced the expenditure 

incurred by the assessee towards insurance and telecommunication 

from the export turnover.  However, the same was not reduced from 

total turnover.  Placing reliance on the judgment of Apex Court in 

CIT v. M/s HCL Technologies Ltd. in CA No.8489-8490 of 2013 

dated 24.04.2018, the Ld. representative submitted that the Apex 

Court found that the expenditure incurred by the assessee also 
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needs to be reduced from the total turnover.  Referring to circular 

issued by the CBDT in Circular No.4/2018 dated 14th August, 2018, 

the Ld. representative submitted that the CBDT instructed its 

officers that telecommunication charges and insurance expenses 

are to be excluded both from export turnover and total turnover.  In 

view of this circular, according to the Ld. representative, the DRP is 

not justified in directing the Assessing Officer not to exclude the 

expenditure incurred by the assessee in foreign currency from the 

total turnover.   

 
6. We heard Dr. M. Srinivasa Rao, the Ld. Departmental 

Representative also.  The denominator and numerator shall be of 

same factor for the purpose of deduction under Section 10AA of the 

Act.  The expenditure incurred by the assessee in foreign currency 

towards insurance and telecommunication charges was excluded by 

the Assessing Officer from the export turnover.  Therefore, this 

Tribunal is of the considered opinion that such an expenditure shall 

also be excluded from the total turnover.  Moreover,  the CBDT in 

Circular No.4/2018 dated 14th August, 2018 instructed its officers to 

exclude the expenditure incurred by the assessee both from export 

turnover and total turnover.  The CBDT further instructed its officers 
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not to file appeal before this Tribunal and also instructed to withdraw 

the appeals already filed.  In view of the above, this Tribunal is of 

the considered opinion that the Assessing Officer has to exclude the 

expenditure incurred by the assessee in foreign currency from total 

turnover also.  In view of the above, orders of all the lower 

authorities are set aside and the Assessing Officer is directed to 

exclude the expenditure incurred by the assessee not only from 

export turnover but also from total turnover.    

 
7. The next issue arises for consideration is expenditure said to 

be incurred by the assessee in respect of employee severance 

payments under Section 40(a)(ia) of the Act.   

 
8. Shri Nikhil Mutha, the Ld. representative for the assessee 

submitted that the assessee has made provision in respect of 

certain employees who are terminated from service.  The payment 

was made in the subsequent year.  Referring to Section 192 of the 

Act, the Ld. representative submitted that the payment of 

compensation for employees whose services were terminated, is 

nothing but salary.  Therefore, according to the Ld. D.R., the 

assessee is not liable to deduct tax, hence, the disallowance made 

by the Assessing Officer is not justified.   
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9. We heard Dr. M. Srinivasa Rao, the Ld. Departmental 

Representative also.  The assessee, in fact, has not incurred any 

expenditure and the assessee admittedly made a provision.  This 

Tribunal is of the considered opinion that only actual expenditure 

incurred by the assessee has to be allowed.  Mere provision made 

in the accounts to meet the expenditure in future cannot be allowed 

as expenditure while computing the taxable income.  It is open to 

the assessee to claim the actual amount spent.  Therefore, this 

assessment year is concerned, it cannot be disallowed.   

 
10. In the result, the appeal filed by the assessee is partly 

allowed.   

 
  Order pronounced in the court on 5th October, 2018 at 

Chennai. 

 
   sd/-       sd/- 

     (ए. मोहन अलंकामणी)          (एन.आर.एस. गणेशन) 
  (A. Mohan Alankamony)        (N.R.S. Ganesan) 

लेखा सद�य/Accountant Member    �या�यक सद�य/Judicial Member 

 

चे�नई/Chennai, 

5दनांक/Dated, the 5th October, 2018. 

 
Kri. 
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