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Taxpayer is eligible to claim depreciation on an asset not registered in its name, but under its dominion control, and utilised

for its business purposes

In brief

In the case of Swagat Infrastructure Ltd." (the taxpayer), the Ahmedabad Income-
tax Appellate Tribunal (Tribunal) held that depreciation on assets cannot be
denied to the taxpayer as long as it is proved that the asset is under its dominion
control, and is being utilised for business purposes, even though the taxpayer is not
a registered owner of the asset.

' Swagat Infrastructure Ltd. v. JCIT [TS-287-ITAT-2013(Ahd)]

Facts

The taxpayer was engaged in the business of construction and property
developers.

The taxpayer claimed depreciation on vehicles registered in the name of the
director of the company. The consideration of the vehicle was paid by the
taxpayer.

The Tax Officer (TO) disallowed the claim of depreciation on the grounds that
the taxpayer was not the owner of these vehicles.
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e The Commissioner of Income Tax (Appeals) confirmed this view of the TO.
Issues before the Tribunal

Whether the taxpayer is entitled to claim depreciation on vehicles registered in the
name of its Director?

Assessee’s contentions

e A resolution was passed by the company to purchase and register these
vehicles in the name of the Director of the company.

e The vehicles were utilised for business purposes and had been shown in the
block of assets.

Revenue’s contentions

e The taxpayer was not the owner of the vehicles, and hence was not entitled to
claim depreciation on the same.

e The taxpayer was unable to provide details to substantiate that the vehicles
were utilised for business purposes.

Tribunal Ruling

e The Tribunal observed that Supreme Court® (SC) has enlarged the scope of the
word ‘own’ and held that the words used in the Act should be assigned such
meaning as would enable the taxpayer to secure the benefit intended to be
given by the legislature. The SC further observed that the benefit of
depreciation legitimately belongs to one who has invested in the capital asset,
was utilising the capital asset and would need to replace the same by having
lost its value fully over a period of time.

2 Mysore Minerals Ltd. v. CIT [1999] 239 ITR 775 (SC)

e The taxpayer in this case, has to be entitled to depreciation since the vehicles
are under the dominion control of the taxpayer and are being utilised for
business purposes.

Conclusion

The Tribunal reaffirmed the principle that taxpayers shall be entitled to claim
depreciation on assets which are not registered in its name, but are used for its
business purposes.
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