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This Appeal is against a Judgnent dated 2nd July, 2001 passed
by the Bombay Hi gh Court-

Briefly stated the facts are as foll ows:
The Appellants are a Export House. They hold a certificate issued by
the Chief Controller of Inports and Exports. For the Assessnent Year
1996-97 the Appellants filed a return of income declaring Ni|l incone.
It is an adnitted position that the taxable incone, before the
deductions under Chapter VIA was Rs. 4.39 crores. However, against
this taxabl e incone the Appellants claimed various deductions. One
such deduction was under_ Section 80 HHC for Rs. 3.78 crores. During
the assessnent proceedings it was found that the Appellants were
exporting goods which were self manufactured as well as goods
manuf actured by supporting manufacturers i.e. trading goods. It was
found that the sumof Rs. 3.78 crores, which had been clainmed as a
deduction, was the profit fromexports of self manufactured goods. It
was found that fromthe exports of trading goods there was a | oss of
Rs. 6.86 crores. It was found that the Appellants had issued
certificates of disclainer in favour of the supporting manufacturers in
respect of the entire export of trading goods. The Assessing Oficer
therefore held that there was a net | oss fromexport of goods and
di sal | owed the deduction of Rs. 3.78 crores. The Comm ssioner
(Appeal s) dism ssed the Appeal filed by the Appellants on 11th Cctober
1999. On 29th Decenber, 2000 the Incone Tax Appellate Tribuna
di smi ssed the Second Appeal. By the inpugned Judgnent the
Bonbay Hi gh Court has dismi ssed the Appeal filed under Section 260A
of the Incone Tax Act.
The question for consideration is whether the Appellants are
entitled to deduction under Section 80HHC in respect of the sum of Rs.
3.78 crores by ignoring the loss of Rs. 6.86 crores. It therefore
beconmes necessary to | ook at Section 80HHC of the Inconme Tax Act.
The rel evant portions of Section 80HHC reads as follows:
"80HHC. DEDUCTI ON I N RESPECT OF PROFI TS
RETAI NED FOR EXPORT BUSINESS. (1) Where an
assessee, being an Indian conpany or a person (other
than a conpany) resident in India, is engaged in the
busi ness of export out of India of any goods or
mer chandi se to which this section applies, there shall, in
accordance with and subject to the provisions of this
section, be allowed, in computing the total incone of the
assessee, [a deduction to the extent of profits, referred to
in sub-section (1B)] derived by the assessee fromthe
export of such goods or nmerchandi se
Provided that if the assessee, being a hol der of an
Export House Certificate or a Trading House Certificate
(hereafter in this section referred to as an Export House or




http://JUDIS.NIC IN SUPREME COURT OF | NDI A Page 2 of 9

a Tradi ng House, as the case may be,) issues a certificate
referred to in clause (b) of sub-section (4A), that in
respect of the amount of the export turnover specified
therein, the deduction under this sub-section is to be
allowed to a supporting manufacturer, then the amount of
deduction in the case of the assessee shall be reduced by
such anpbunt which bears to the [total profits derived by
the assessee fromthe export of trading goods, the sane
proportion as the amount of export turnover specified in
the said certificate bears to the total export turnover of the
assessee in respect of such tradi ng goods.]

(1A) Where the assessee, being a supporting

manuf acturer, has during the previous year, sold goods or
ner chandi se to any Export House or Tradi ng House in
respect of which the Export House or Tradi ng House has

i ssued a certificate under the proviso to sub-section (1),
there shall, in accordance wth and subject to the

provi si.ons of this section, be allowed in conputing the
total income of the assessee, [a deduction to the extent of
profits, referred to in sub-section (1B)], derived by the
assessee fromthe sale of goods or merchandise to the
Export House or Tradi ng House in respect of which the
certificate has been issued by the Export House or Trading
House.

XXX XXX XXX
XXX XXX XXX

(3) For the purposes of sub-section (1), -

(a) where the export out of India is of goods or

mer chandi se manuf actured or processed by the

assessee, the profits derived from such export

shal | be the anpbunt which bears to the profits of

the business, the sanme proportion as the export

turnover in respect of such goods bears to the

total turnover of the business carried on by the

assessee;

(b) where the export out of India’is of tradi ng goods,

the profits derived fromsuch export shall be the

export turnover in respect of such tradi ng goods

as reduced by the direct costs and indirect costs

attributable to such export;

(c) where the export out of India is of goods or

nmer chandi se manufactured [or processed] by the

assessee and of trading goods, the profits derived

fromsuch export shall, -

(i) in respect of the goods or nerchandise

manuf actured [or processed] by the assessee,

be the ampbunt which bears to the adjusted

profits of the business, the sane proportion as

the adjusted export turnover in respect of such

goods bears to the adjusted total turnover of

the business carried on by the assessee; and

(ii) in respect of trading goods, be the export

turnover in respect of such trading goods as

reduced by the direct and indirect costs

attributable to export of such tradi ng goods :

Provided that the profits conputed under clause (a) or

clause (b) or clause (c) of this sub-section shall be further

i ncreased by the anobunt which bears to ninety per cent of

any sumreferred to in clause (iiia) (not being profits on

sale of a licence acquired fromany other person), and

clauses (iiib) and (iiic), of section 28, the sane proportion

as the export turnover bears to the total turnover of

busi ness carried on by the assessee.

Expl anation : For the purposes of this sub-section, -
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(a) "adjusted export turnover" means the export
turnover as reduced by the export turnover in

respect of trading goods;

(b) "adjusted profits of the business" means the
profits of the business as reduced by the profits
derived fromthe business of export out of India of
tradi ng goods as conputed in the manner provided

in clause (b) of sub-section (3);

(c) "adjusted total turnover" neans the tota

turnover of the business as reduced by the export
turnover in respect of tradi ng goods;

(d) "direct costs" means costs directly attributable to
the tradi ng goods exported out of India including the
purchase price of such goods;

(e) "indirect costs" nmeans costs, not being direct
costs, allocated in the ratio of the export turnover in
respect of trading goods'to the total turnover;

(f) "trading goods" means goods which are not

manuf actured or processed by the assessee.

(3A) For the purposes of sub-section (1A), profits derived
by a supporting manufacturer fromthe sale of goods or
mer chandi se shall be, -

(a) in a case where the business carried on by the
supporting manufacturer consists exclusively of

sal e of goods or nerchandise to one or nore

Export Houses or Tradi ng Houses, the profits of

t he busi ness;

(b) in a case where the business carried on by the
supporting manufacturer does not consi st

exclusively of sale of goods or merchandi se to one

or nore Export Houses or Trading Houses, the

amount which bears to the profits of the business

the sane proportion as the turnover in respect of

sale to the respective Export House or Trading

House bears to the total turnover of the business
carried on by the assessee.

(4) The deduction under sub-section (1) shall not be
adnmi ssi bl e unl ess the assessee furnishes in the prescribed
form along with the return of income, the report of an
accountant, as defined in the Expl anation bel ow sub-
section (2) of section 288, certifying that the deduction
has been correctly clained in accordance w th the
provi sions of this section."

M. Dastur subnmitted that Section 80 HHC appears in Chapter
VI A of the Income Tax Act. He submitted that Chapter VIA provides
for deduction to be made in computing the total incorme. He took us
through the various provisions of Chapter VIA and submtted that
these provisions were enacted for encouragi ng busi ness out of India so
that foreign exchange i s earned. He submitted that these provisions
are meant to be an incentive for earning foreign exchange. He
submitted that with this aimin mnd deductions were given (a) under
Section 80 HHB for profits from projects outside India; (b) under
Section 80 HHC for profits fromexports; (c) under Section 80 HHD for
hotel s and tour operators; (d) under Section 80 HHE fromexports of
conputer software; (e) under Section 80 HHF from exports or transfer
of filmsoftware; (f) under Section 80-O for royalties etc. fromforeign
enterprises; (g) under Section 80R for deduction of renuneration from
forei gn sources of professors, teachers etc.; (h) under Section 80RR
for deduction of professional incone fromforeign sources and (i)
under Section 80RRA for renuneration received for services rendered
out si de | ndi a. He subnmitted that these incentives were given as the
Par| i ament consi dered earning of foreign exchange to be in nationa
interest and in the interest of our society. M. Dastur subnitted that
as the Appellants were exporting goods manufactured by them as well
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as tradi ng goods the deduction under Section 80HHC had to be

conputed in the manner set out in Sub-section (3)(c). He submtted
that the provision having been enacted to give an incentive for earning
forei gn exchange the Section nust be given an interpretation which
woul d further that object. He pointed out that fromthe export trade
the Appellants had brought in foreign exchange to the tune of
approximately Rs. 81, 62,49, 276/ -.

M. Dastur relied upon the case of Sea Pearl |ndustries vs.
Comm ssi oner of Income Tax reported in (2001) Vol. 247 ITR 578. In
this case the Appellant (therein) was not an export house and

therefore could not avail of special facilities granted to export houses.

The Appel | ant however entered into an agreenent with an export

house under which the Appellant exported sea food in the nane of the
export house agai nst Purchase Orders placed on the export house by
foreign buyers. The question was whether the Appellant (therein)
coul d cl ai m deducti on under Section 80HHC in respect of exports nade
by them on account of the export house. This Court held that the
obj ect of Section 80HHC was to grant an incentive to the earners of
forei gn exchange and that the matter therefore had to be considered
with reference to this object. Section 80HHC at the relevant tine
read as follows:

"80HHC. (1) Were the assessee, being an Indian

conpany or a person (other than a conpany), who is

resident in India, exports out of India during the previous

year relevant to an assessment year any goods or

ner chandi se to which this section applies, there shall, in
accordance with and subject to the provisions of this

section, be allowed, in computing thetotal incone of the

assessee, the follow ng deductions, nanely: -

(a) a deduction of an-anobunt equal to one per cent
of the export turnover of such goods or merchandi se
during the previous year; and

(b) a deduction of an anpbunt equal to five per cent
of the ampunt by which the export turnover of such goods
or nerchandi se during the previous year exceeds the
export turnover of such goods or nerchandi se during the
i medi ately precedi ng previous year

(2)(a) This section applies to all goods or
mer chandi se (other than those specified in clause (b)) if
the sal e proceeds of such goods or nerchandi se exported
out of India are receivable by the assessee in convertible
f orei gn exchange."

This Court negatived the argunent that, because the Appell ant

(therein) received comm ssion on the sales, the words "sal e proceeds

of such goods" were to be construed to nmean sal e proceeds ultimately
received. On a construction of Section 80HHC this Court held that if
the contention of the Appellant (therein) were to be upheld, it would
mean that not only the export house but al so the Appellant could claim
deduction under Section 80HHC in respect of sane anount. It was

hel d that such an outcone would be contrary to the | anguage of the
Section itself. This Court therefore dism ssed the claimof the
Appel l ant (therein) and held that the Appellant was not entitled to the
benefits of Section 80HHC. In our view, far fromassisting the
Appel l ants, this case is against them It shows that even though
Section 80HHC has to be construed in the |ight of the object of giving
incentives, it still has to be interpreted as per its |anguage. An
interpretation which leads to an absurd result or a result not

contenpl ated by its | anguage cannot be given.

M. Dastur also relied upon the case of Conm ssioner of |ncone

Tax vs. Shirke Construction Equi pnents Ltd. reported in (2000) Vol.

246 | TR 429. In this case the Bonbay H gh Court has hel d that
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Section 80HHC is a conplete code in itself and that it is not controlled
by Section 80AB. It was held that profits had to be conputed under
Section 29 and Section 72 was not applicable. It was held that carry
forward | osses could not be set off for conputing profits for the
pur pose of Section 80HHC. |In this case it was also noticed that the
obj ect was to encourage exports.
M. Dastur also relied upon the case of Bajaj Tenpo Ltd. vs.
Conmi ssi oner of Incone Tax reported in (1992) Vol. 196 | TR 188. In
this case it has been held that provisions granting incentive should be
construed liberally and that if a literal construction would defeat the
purpose of the section then it becomes necessary to resort to a
construction which is reasonabl e and purposeful to nake the provision
meani ngf ul .
M. Dastur also relied upon. a Circular issued by the Board
bearing No. 421 dated 12th June, 1985 wherein it has been nentioned
that Section 80HHC is a provision relating to incentives for exporters
and has been incorporated with a viewto providing its exporters with
requi site resources for nodernization, technol ogical upgradation
product devel opnent and ot her activities.

M. Dastur also relied upon.a Judgnent in the case of
Comm ssi oner _of Income-tax-vs. Snt. T.C. Usha, reported in
2003(137) Taxman 297. In this case the Kerala H gh Court was
consi dering an identical question i.e. whether the profits earned from
export of self manufactured goods were to be set off against |oss
incurred in export of trading goods. The Kerala H gh Court has
accepted argunents simlar to those nade by M. Dastur and has
concl uded that the | osses were not to be set off against the profits
earned from export of own manufactured goods. . In coming to this
concl usi on the Kerala H gh Court has proceeded on the footing that
Section 80HHC is a self contained code and the proceeds have to be
wor ked out strictly in accordance with the provisions.
M. Dastur submitted that a readi ng of Section 80HHC woul d
show t hat where the assessee exports goods nanufactured by him he
woul d be covered by sub-clause (3)(a) and only the profits of such
busi ness woul d be taken into account. ~He submitted that where the
assessee exports only tradi ng goods-then the profits of those goods
only woul d be taken into account in sub-clause (3)(b). He submtted
that sub-clause (3)(c) dealt with a case where the assessee exported
goods manufactured by himas well as trading goods. He submitted
that in such a case profits from export of goods manufactured by the
assessee were to be considered separately and the profits from
exports of trading goods were to be considered separately. He
submitted that if there were profits fromboth then both the profits
woul d be taken into consideration. He submitted that if there were
profits only in respect of one type of exports then those profits could
not be negatived or set off against the | oss fromthe other export. He
submitted that the word "and" in Section 80HHC(3)(c) has to be
liberally construed and cannot to be taken to mean that both the
profits have to be cl ubbed or considered together. He submitted that
persons who earn val uabl e forei gn exchange cannot be deprived of the
benefits of his export by adopting a construction which woul d def eat
the very purpose for which the provision has been enacted. He
submitted that the fact that the word "and" does not nean that sub-
clauses 3(c)(i) and (ii) have to be taken together is clear fromthe fact
that in other Sections, such as Section 80HHD, the Legislature has
used the words "aggregate of". He submitted that wherever the
Legi sl ature intended that both were to be taken together it has used
words |ike "aggregate of". He submitted that when the Legislature has
not used such words it necessarily meant that the intention of the
Legi slature was that the two are not to be taken together, but that
each has to be considered separately and on its own. He submtted
that the aimbeing to give an incentive for earning foreign exchange,
so long as there was a profit fromexport either of self manufactured
goods or from export of trading goods deduction has to be given for
that profit by ignoring a loss in respect of other export. He submitted
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that a party who has earned val uabl e forei gn exchange cannot be

deprived of the benefit on an interpretation which defeats the very

pur pose of the enactnent.

We are unable to accept the subm ssion of M. Dastur.

Undoubt edl y Secti on 80HHC has been incorporated with a viewto

providing incentive to export houses. Even though a |libera
interpretation has to be given to such a provision the interpretation
has to be as per the wordings of this Section. |f the wordings of the
Section are clear then benefits, which are not avail able under the
Section, cannot be conferred by ignoring or misinterpreting words in

the Section. 1In this case we are concerned with the wordi ngs of sub-
section 3(c) of Section 80HHC. As noted earlier sub-Section 3(a) deals
with the case where the export is only of self manufactured goods.
Sub-section 3(b) deals with the case where the export is only of

tradi ng goods. Thus when the Legislature wanted to take exports from
sel f manufactured goods or tradi ng goods separately, it has already so
provided in sub-section (3)(a) and (3)(b). It would not be denied that
the word "profit” in Section 80HHC(1) and Sections 80HHC (3)(a) and

3(b) means a positive profit. In other words if there is a |loss then no
deduction woul d be avail abl e under Section 80HHC (1) or (3)(a) or

(3)(b). In arriving at the figure of positive profit, both the profits and
the losses will have to be considered. |If the net figure is a positive
profit then the assessee will be entitled to a deduction. |If the net
figure is a loss then the assessee will not be entitled to a deduction
Sub-section 3(c) deals with cases where the export is of both self
manuf act ured goods as well as tradi ng goods.. The opening part of
sub-section 3(c) states "profits derived from such export shall". Then
follows (i) and (ii). Between (i) and (ii) the word "and" appears. A
pl ai n readi ng of sub-section (c) shows that "profits from such exports”
has to be profits of exports of self manufactured goods plus profits of
exports of trading goods. The profit is to be calculated in the manner
laid down in 3(c)(i) and (ii). The opening words "profit derived from
such exports" together with the word "and" clearly indicate that the
profits have to be cal cul ated by counting both the exports. It is clear
froma reading of Sub-section (1) of Section 80HHC(3) that a

deduction can be permtted only if there is a positive profit in the
exports of both self manufactured goods as well as trading goods. |If
there is aloss in either of the two then that |oss has to be taken into
account for the purposes of conputing profits.

Under Section 80HHC(1) the deduction is to be-given. in

conputing the total income of the assessee. |In conputing the tota
incone of the assessee both profits as well as |osses will have to be
taken into consideration. Section 80AB is relevant. 1t reads as
fol | ows:

"80AB. Wiere any deduction is required to be nade or

al |l owed under any section included in this Chapter under
the heading "C-Deductions in respect of certain incomes”
in respect of any income of the nature specified in that
section which is included in the gross total incone of the
assessee, then, notwi thstandi ng anything contained in that
section, for the purpose of conputing the deduction under
that section, the anmount of incone of that nature as
conputed in accordance with the provisions of this Act
(before maki ng any deduction under this Chapter) shal

al one be deenmed to be the anmpbunt of income of that

nature which is derived or received by the assessee and
which is included in his gross total incone."

Section 80B(5) is also relevant. Section 80B(5) provides that "gross
total income"” means total income computed in accordance with the
provi sions of the Income Tax Act.

Section 80AB is also in Chapter VI-A. It starts with the words
"where any deduction is required to be nmade or allowed under any
Section of this Chapter". This would include Section 80HHC. Section
80AB further provides that "notw thstandi ng anything contained in that
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Section". Thus Section 80AB has been given an overriding effect over
all other Sections in Chapter VIA. Section 80HHC does not provide

that its provisions are to prevail over Section 80AB or over any ot her
provision of the Act. Section 80HHC woul d thus be governed by

Section 80AB. Decisions of the Bonmbay Hi gh Court and the Keral a

Hi gh Court to the contrary cannot be said to be the correct |aw

Section 80AB nmakes it clear that the conputation of incone has to be

in accordance with the provisions of the Act. If the income has to be
conputed in accordance with the provisions of the Act, then not only
profits but also | osses have to be taken into consideration

Anot her reason why the argunent of M. Dastur cannot be

accepted is that even under Section 80HHC (3)(c)(i) the profit is to be
adjusted profit of business. The adjusted profit of the business neans
a profit as reduced by the profit derived from busi ness of exports out
of India of trading goods. Thus in calculating the profits, under Section
3(c)(i), one necessarily has to reduce by profits under 3(c)(ii). As
seen above the term"profit" neans positive profit. Thus if there is

| oss then those losses in export of trading goods have to be adjusted.
They cannot be ignored. We, therefore, hold that a plain reading
of Section 80HHC nakes it clear that in arriving at profits earned from
export of both self nmanufactured goods and tradi ng goods, the profits

and | osses in both the trades have to be taken into consideration. |If
after such adjustnents there is a positive profit the assessee would be
entitled to deducti on under Section 80HHC(i). |If there is a loss he wll

not be entitled to any deduction
M. Dastur submitted that the word "profit" in Section 80 HHC

nmust have the same neaning in the entire Section. He subnmitted
that as the word profit in Section 80HHC (1) neans only positive
profit, it will have the same meaning in Section 80HHC (3)(c). He

submtted that thus the word profit in Section 80HHC (3)(c) woul d not
include losses and if there are any |osses they are to be ignored. W
are unable to accept this subm ssion for nore than one reason. Firstly
it is not necessary that the word "profit" nust have the same neani ng.
The neaning that the word "profit" will depend on the context in which
it is used. In Section 80HHC (1) it is adnmittedly used to indicate
positive "profit" because the deduction will only be of a positive profit.
Section 80HHC(3) is the sub-section which provides how profits are to
be worked out in conmputing total income. For purposes of such
conputation both profit and | osses have to be taken into account.
Thus the word "profit" in Section 80HHC(3) will nean profits after
taking into account losses, if any. Mirre inportantly, in our view the
term"profit" in Section 80HHC both in Sub-section (1) and in-sub-
section (3) nmeans a positive profit worked out after taking into
consideration the | osses, if any. Thus the word "profit" has the sane
meani ng in Section 80HHC (1) and (3).

It was next submitted that even when the profits are to be
reduced by the | osses in cases where an export house has di sclai med
its turn over in favour of a supporting manufacturer, the turn over of
the exporter gets reduced to the extent disclained. It is submtted
that as the turnover, which is disclaimed, is reduced it cannot then be
taken into consideration for the purposes of conputing profits under
sub-section 3(c)(ii). In our viewthis is an argunent which nerely
needs to be stated to be rejected. |If such an argunent is accepted it
woul d lead to an absurd result. It would nean when if there was no
di scl ai ner the export house would not be entitled to any deduction in
cases where there is a | oss but because disclainer has been nmade
both the export house and the supporting nmanufacturer woul d becone
entitled to deductions. The proviso to sub-section (i) of Section
80HHC enabl es a disclainer only to enabl e the export house to pass
on deductions. It in no way reduces the turnover of the export house.
In conputing total income, the entire turnover is taken into account
even though there is a disclainer. Thus even though the disclainer
is made the taxable income of Rs. 4.39 crores has been arrived at by
the Appellants after taking into account the entire turnover from
export of trading goods. In arriving at the figure of Rs. 4.39 crores
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admttedly the loss of Rs. 6.86 crores has been taken into account.
Even after disclainmer the turnover has remai ned the turnover of the
Export House i.e. the Appellants. The disclainer is only for purposes
of enabling the export house to pass on the deduction which it would
have got to the supporting manufacturer. It follows that if no
deduction is avail abl e, because there is a |loss, then the export house
cannot pass on or give credit of such non-existing deduction to a
supporting manufacturer.

Faced with this situation, it was submitted that even a loss is a
negative profit. |In support of the submission, reliance was placed
upon the authority of this Court in the case of Conm ssioner of
I ncome- Tax(Central ), Del hi vs. Harprasad & Co. P. Ltd. reported in
1975 (Vol. 99) ITR 118. 'In this case the nmeaning of |oss was being
considered in the context of capital gains nade fromsale of shares.
The question was whether the |l oss could be carried forward and set off
agai nst capital gains in a subsequent year. Wile considering this
question, it was held as foll ows:

"Fromthe charging provision of the Act, it is
di scernible that the words "inconme" or "profits and gains"
shoul d be understood as including |osses also, so that, in
one sense "profits and gains" represent "plus inconme"
whereas | osses represent "mnus inconme". In other words,
|l oss is negative profit. ~ Both positive and negative profits
are of a revenue character. Both nmust enter into
conput ati on, wherever it becones naterial, in the sane
node of the taxable incone of the assessee.”

In our view, the above observations are against the Appellants.
They show that in conmputing incone profits and gains, |osses nust
al so be taken into consideration
M. Dastur relied on a format-of Form No. 10CCAC and a Circul ar
of the Board wherein it is stated as follows:
"Wth the adoption of the dual systemfor conputing
export profit, the computation of the disclaimed export
turnover also required nodification. The Finance Act has
theref ore anended secti on 80HHC in order to provide that,
where the Export or Tradi ng House disclains the tax
concession in favour of the supporting manufacturer, the
concession to the Export or Trading House will be reduced
by the ampbunt which bears to the total export profits of
tradi ng goods the sanme proportion as the disclained
export turnover bears to the total export turnover of
tradi ng goods. The formula in such cases will now be -

80HHC concessi on = export profit
- [export profits on trading goods x

di scl ai ned export turnover ]
total export turnover

M. Dastur submtted that if even both profits and | osses are to be

taken into account the, on a disclaimer the |losses will also have to be

consi dered as negative profits and as per the Board Circular the

cal cul ati on woul d be as foll ows:

"80HHC Concession =

*Export Profits - [Export Profits on Tradi ng Goods x Di sclai med Export Turnover]
Total Export Turnover of Tradi ng Goods

* (-3,07,84,867) - (-6,86,65 804) x 18,5353, 371
18, 53, 53, 371

(-3,07,84,867) - (-6, 86,65, 804)
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(-3,07,84,867) + 6,86, 65, 804

3,78, 80, 937"

He submitted that even on this calculation the Appellants are entitled
to deduction of Rs. 3,78,80,937/-. We are unable to accept this
submi ssion. The calculation as per the Board Circular would not be as
claimed. The Board Circul ar nowhere provides for negative profits.
The Board Circul ar al so shows that only positive profits can be
consi dered for purposes of deduction.

We, therefore, see no substance in the Appeal. The sane stands
di sm ssed. There shall be no order as to costs.




