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Brief Introduction
1. Two friends met each other outside income-tax office, 
after a long time. 

One asked: “Where are you staying?” 

The friend replied: “I am living in a block of assets.” 

The first guy shouted: “What?” 

The second one explained: “The block of assets concept has 
hit all my buildings.” 

Recently, Sonu Nigam, the famous Bollywood singer, witnessed 
three of his buildings being sucked into the vortex of block 
of assets. One building was slapped with short-term capital 
gains tax. The income from second was removed from block 
income saying that it was income from house property. And 
the third, his residence, was shunted out of block for being 
a self-occupied property.

2. Case of Sonu Nigam v. Asstt. CIT [2019] 105  
taxmann.com 331 (Mumbai - Trib.)
2.1 Facts of the case - The assessee, Sonu Nigam, had sold 
flat Nos. 1203 and 1204 in Amarnath Towers for a sum of 
` 161,75,480, out of which the appellant’s 50% share was 
` 80,87,740. This was noted by the AO during the course 
of assessment proceedings. 

In the block of depreciable assets the WDV of those assets 
was only ` 3,81,661. Therefore, as per section 50 of the Act 
short-term capital gains of ` 67,06,074 were assessable. 
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The assessee objected to the proposed addition 
on the grounds that the said block was 
not extinguished as during the year he 
had purchased property worth ` 1,24,68,460 
in Lakhani Centrium’. Moreover, it was 
submitted that the assessee was using a part 
of his residential premises (Namah building) 
for office purposes, which was purchased 
in the earlier years for ` 1,02,49,0407, and 
the cost of the said building was also part 
of the depreciable block. The AO, however, 
rejected the explanation saying that both the 
properties were not part of the depreciable 
block. The AO noted that the income from 
‘Lakhani Centrium” was being offered under 
the head ‘Income from house property’ and 
on the ‘Namah’ building the assessee had 
not claimed any depreciation in the past or 
in the present. In the circumstances, the AO 
concluded that the provisions of section 50 
were attracted as the block of assets ceased 
to exist. 

On appeal, the CIT(A) referred to the provisions 
of section 2(11), section 43 and section 50. 
Thereafter learned CIT(A) confirmed the 
action of the Assessing Officer. 

To appreciate the issue the provisions of 
section 50 and section 2(11) of the Act and 
section 43 need to be reproduced:

“Section 2(11)

2(11) “block of assets” means a group 
of assets falling within a class of assets 
comprising—

 (a) tangible assets being buildings, ma-
chinery, plant or furniture;

 (b) intangible assets, being Know-how, 
patents, copyrights, trade-marks, 
licences, franchises or any other 
business or commercial rights of 
similar nature, 

  in respect of which the same percentage 
of depreciation is prescribed;”

“Section 43

(6) ‘written down value’ means—

 (a) in the case of assets acquired in the 
previous year, the actual cost to the 
assessee;

 (b) in the case of assets acquired before 
the previous year, the actual cost 
to the assessee less all depreciation 
actually allowed to him under this 
Act or under the Indian Income-tax 
Act, 1922 (11 of 1922), or any Act 
repealed by that’ Act, or under any 
executive orders issued when the 
Indian Income-tax Act 1886 (2 of 
1886), was in force;

Provided that in determining the written 
down value in respect of buildings, 
machinery or plant for the purposes of 
clause (ii) of subsection (1) of section 
32, ‘depreciation actually allowed’ shall 
not include depreciation allowed under 
sub-clauses (a), (b) and (c) of clause 
(vi) of sub-section (2) of section 10 of 
the Indian Income-tax Act, 1922 (11 of 
1922), where such depreciation was not 
deductible in determining the written 
down value for the purposes of the 
said clause (vi)."

“Section 50

Notwithstanding anything contained in 
clause (42A) of section 2, where the 
capital asset is an asset forming part 
of a block of assets in respect of which 
depreciation has been allowed under this 
Act or under the Indian Income- tax 
Act, 1922 (11 of 1922), the provisions 
of sections 48 and 49 shall be subject 
to the following modifications:—

(1) where the full value of the consideration 
received or accruing as a result of the 
transfer of the asset together with the full 
value of such consideration received or 
accruing as a result of the transfer of any 
other capital asset falling within the block 
of the assets during the previous year, 
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exceeds the aggregate of the following 
amounts, namely:-

 (i) expenditure incurred wholly and ex-
clusively in connection with such 
transfer or transfers;

 (ii) the written down value of the block 
of assets at the beginning of the 
previous year; and

 (iii) the actual cost of any asset falling 
within the block of assets acquired 
during the previous year,

  such excess shall be deemed to be the 
capital gains arising from the transfer 
of short- term capital assets.

(2) where any block of assets ceases to 
exist as such, for the reason that all 
the assets in that block are transferred 
during the previous year, the cost of 
acquisition of the block of assets shall be 
the written down value of the block of 
assets at the beginning of the previous 
year, as increased by the actual cost of 
any asset falling within that block of 
assets, acquired by the assessee during 
the previous year and the income received 
or accruing as a result of such transfer 
or transfers shall be deemed to be the 
capital gains arising from the transfer 
of short-term capital assets.”

The CIT(A) further said as under:-

“…Section 50 clearly stipulates that where 
the consideration received on transfer 
of an asset exceeds WDV of the block 
then the excess shall be deemed to be 
capital gains from transfer of short-term 
capital assets. The section begins with 
the non-obstante clause that the capital 
asset should form part of a block of 
assets in respect of which depreciation 
has been allowed. In other words, section 
50 would not apply to non-depreciable 
assets. Likewise section 2(11) defines 
block of assets, being assets having the 
same percentage rate of depreciation. 
Section 43(6) defines the written down 

value of a block of assets. Thus, what is 
common between all the three sections, 
i.e., 2(11), 43(6) & 50 is that the asset 
should be depreciable: If an asset is not 
depreciable, it would not come within 
the definition of block of assets, as it 
would not have any rate of depreciation. 
By that logic it would not be hit by the 
provisions of section 50 as there would 
be no written down value and the 
machinery provision of section 50 would 
fail. Now, it is appellant’s contention 
that the properties at Namah bungalow 
and Lakhani Centrium, even though 
they are not depreciable, would still 
form part of the depreciable block of 
assets and by that contention even after 
the sale of the Amarnath Property the 
block would have a WDV. Hence, it is 
sought to be argued that the provisions 
of section 50 would fail. I am afraid the 
arguments of the appellant are incorrect. 
The very fact that the Namah bunglow 
and the Lakhani Centrium properties were 
never depreciated by the appellant, the 
same being claimed as SOP and rented 
property, their values could never have 
formed part of the block of assets, as 
defined in section 2(11). The depreciable 
block gets extinguished after the sale 
of the Amarnath properties. Hence, I 
am in agreement with the AO that the 
excess sale consideration of the Amarnath 
Properties is hit by the provisions of 
section 50. This ground of appeal is 
therefore dismissed.”

Against the above order, the assessee went in 
appeal before the Mumbai Tribunal. Assessee’s 
counsel submitted that assessee has sold a 
depreciable asset and purchased commercial 
property. He further stated that the flat 
purchased enters the block on acquisition, and 
it is not dependent upon the user. In this 
regard, he referred to following case laws:

 u  CIT v. GR Shipping [IT Appeal No. 822 
(Mum.) of 2005, dated 17-7-2008]
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