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ICA/ORDER

PER I.P.BANSAL,J.M:

This is an appeal filed by the revenue. It is directed against the order
passed by Ld. CIT(A) -8, Mumbai dated 17/10/2011 for assessment year 2007-

08. The grounds of appeal read as under:

1. “On the facts and in the circumstances of the case and in law, the Ld. CIT(A)
erred in allowing the disallowance of loss of Rs.24,86,355/- made by the Assessing

Officer on account of Foreign Exchange difference.”

2. On the facts and in the circumstances of the case, the impugned order of the
Ld.CIT(A) is contrary to law to be set aside and that of the Assessing Officer be

restored.”

3. “The appellant craves leave to amend or alter any ground or add a new ground

which may be necessary.”
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2. A sum of Rs.24,86,355/- was claimed by the assessee on account of
revaluation of foreign exchange receivable/payable at the prevailing rate. The
AO asked the assessee to explain the same. It was submitted that during the
year under consideration there is a net loss of Rs.24,86,355/- on valuation of
foreign exchange liabilities. It was submitted that during the financial year
ended 31/3/2010 there was a profit of Rs.5,80,82,458/- on account of exchange
rate fluctuation which was offered to tax in A.Y 2010-11. Such accounting
policy was consistently followed by the assessee, therefore, loss should be
allowed. The AO did not accept such submission. According to AO such liability
is only contingent/notional liability which does not crystallize till payment. The
assessee did not incur such expenditure, therefore, the same is not allowable.
Accordingly, the addition is made. Ld. CIT(A) has deleted the disallowance
following the decision of Hon’ble Supreme Court in the case of Woodward
Governor India Pvt. Ltd. 312 ITR 254(SC), wherein it has been held that loss
suffered by the assessee in respect of revenue liability on account of exchange
difference as on the date of the balance sheet is an item of expenditure allowable

under section 37(1) of the Income Tax Act, 1961(the Act) in the year of accrual.

3. The accountant of the assessee firm had submitted an adjournment
application on the ground that Counsel of the assessee is out of station.
However, it was found that the issue is covered by the aforementioned decision of
Hon’ble Supreme Court. Therefore, the Accountant of the assessee firm has
withdrawn the application for adjournment. In this manner we proceed to decide

the present appeal.

4. Ld. D.R relied upon the order passed by A.O.

S. We have carefully gone through the assessment order as well as order
passed by Ld. CIT(A). The facts have already been narrated. Ld. CIT(A) has
decided the issue in accordance with the aforementioned decision of Hon’ble

Supreme Court. Therefore, we find no infirmity in the order passed by Ld. CIT(A)
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and we decline to interfere. The appeal filed by the revenue being devoid of

merits is dismissed.

6. In the result, the appeal filed by the revenue is dismissed.

Order pronounced in the open court on 13/06/2013
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