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Ponds specially designed for breeding of prawns are treated as plant 
which are eligible for depreciation under the Income-tax Act – Supreme 
Court      

Background 

 

Recently, the Supreme Court in the case of Victory Aqua 
Farm Ltd.

1
 (the taxpayer) held that ponds which are 

specially designed for rearing/breeding of prawns are 
treated as tools of the business of the taxpayer. 
Therefore, such ponds are plant which are eligible for 
depreciation under Section 32 of the Income-tax Act, 
1961 (the Act). 
 

 Facts of the case 

 The taxpayer, a company doing a business of 'Aqua 
Culture', grows prawns in specially designed ponds. 

 In the return of income, the taxpayer had claimed 
depreciation in respect of these ponds by raising a 
plea that these prawn ponds are tools to the 
business of the taxpayer and, therefore, they 
constitute as a 'plant' within the meaning of Section 
32 of the Act. However, the Assessing Officer (AO) 
disallowed the claim of the taxpayer.  

 Earlier, the Division Bench of the Kerala High Court 
in the taxpayer’s own case had held that it is not a 
'plant'. However, another Division Bench did not 
agree with the earlier decision and had rendered a 
contrary decision.  

 In the present case, the Supreme Court observed 
that the Division Bench of the High Court of Kerala 
which had given the latter decision should have 
referred the matter to a larger Bench, as otherwise it 
was bound by the earlier decision of the Co-ordinate 
Bench. 

 

 

__________________ 
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 ACIT v. Victory Aqua Farm Ltd. [2015] 61 taxmann.com 166 (SC) 

 

 Appeals were filed against both the decisions and 
the validity of the decision rendered in the first 
case was also questioned by the taxpayer. 
Therefore, the Supreme Court considered it 
necessary to decide these appeals on merits, 
rather than remanding the case back to the High 
Court to be considered by a larger Bench. 

 The question before the Supreme Court was 
whether a 'natural pond', which as per the 
taxpayer is specially designed for rearing prawns, 
would be treated as a 'plant' within Section 32 of 
the Act for the purposes of allowing depreciation 
thereon. 

Supreme Court’s ruling 

 If ponds are 'plants', then they are eligible for 
depreciation at the rates applicable to plant and 
machinery and the case would be covered by the 
provisions of Section 32 of the Act. The decision 
of the Supreme Court in the case of Karnataka 
Power Corporation

2
 decided this issue wherein 

the Court had taken into consideration the earlier 
judgments and suitably dealt with them.  

 The tax department had contended that the pond 
in question was natural and not constructed/ 
specially designed by the taxpayer. The Supreme 
Court did not agree with the same. The Kerala 
High Court decision which was in favour of the 
taxpayer had specifically mentioned that the 
prawns are grown in specially designed ponds, 
which are not natural ponds.  

 The Kerala High Court decision rightly rests this 
case on a 'functional test' and since the ponds 
were specially designed for rearing/breeding of  

__________ 
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 CIT v. Karnataka Power Corporation [2002(9) SCC 571] 
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  the prawns, they have to be treated as tools of the 

business of the taxpayer and depreciation was 
admissible on these ponds. 

Our comments 

 
The meaning of the term ‘plant’ and allowability of 
depreciation on the same has been a subject matter of 
debate from a long time. The courts have held that plant, 
in its ordinary sense, includes whatever apparatus is 
used by a businessman for carrying on his business; not 
his stock-in-trade which he buys or makes for sale, but 
all goods and chattels, fixed and movable, which he 
keeps for employment in his business with some degree 
of durability. 
 
The Delhi High Court in the case of Pure Ice Cream

3
 

held that cold storage room, platform for machinery, 
observation tower and cooling tower are ‘plant’ and 
hence are eligible for depreciation. The Supreme Court 
in the case of Gwalior Rayon Silk Mfg. Co. Ltd.

4
 held that 

the roads laid within the factory premises as links for 
providing an approach to the buildings, are necessary 
adjuncts to the factory buildings to carry on the business 
activity of the taxpayer and would be considered as 
building within the meaning of Section 32 of the Act. In 
the case of Gwalior Rayon Silk, the Supreme Court has, 
inter alia, considered the function performed by ‘roads’ to 
categorise them as ‘buildings’. 
 
The Supreme Court in this decision applied functional 
tests and held that ponds which are specially designed 
for rearing/breeding of prawns are treated as 'plant' 
under the Act. As these ponds are 'plants', they are 
eligible for depreciation under the provisions of Section 
32 of the Act at the rates applicable to ‘Plant and 
Machinery’. 
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 CIT v. Gwalior Rayon Silk Mfg. Co. Ltd. [1992] 62 Taxman 471 (SC) 

 

 

 

 

 



 
 

 
© 2015 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 

 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we 
endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will 
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the 
particular situation. 
 
© 2015 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 
 
The KPMG name, logo and "cutting through complexity" are registered trademarks or trademarks of KPMG International Cooperative ("KPMG International"). 
 
This document is meant for e-communications only. 

Mumbai 

Lodha Excelus, Apollo Mills 

N. M. Joshi Marg 

Mahalaxmi, Mumbai 400 011 

Tel: +91 22 3989 6000 

Fax: +91 22 3983 6000 

 

Noida 

6th Floor, Tower A 

Advant Navis Business Park 

Plot No. 07, Sector 142 

Noida Express Way 

Noida 201 305 

Tel: +91 0120 386 8000 

Fax: +91 0120 386 8999 

 

Pune 

703, Godrej Castlemaine 

Bund Garden 

Pune 411 001 

Tel: +91 20 3050 4000 

Fax: +91 20 3050 4010 

 

 

 

 

Delhi 

Building No.10, 8th Floor 

DLF Cyber City, Phase II 

Gurgaon, Haryana 122 002 

Tel: +91 124 307 4000 

Fax: +91 124 254 9101 

 

Hyderabad 

8-2-618/2 

Reliance Humsafar, 4th Floor 

Road No.11, Banjara Hills 

Hyderabad 500 034 

Tel: +91 40 3046 5000 

Fax: +91 40 3046 5299 

 

Kochi 

Syama Business Center  

3rd Floor, NH By Pass Road,  

Vytilla, Kochi – 682019  

Tel: +91 484 302 7000  

Fax: +91 484 302 7001 

 

Kolkata 

Unit No. 603 – 604,  

6th Floor, Tower – 1,  

Godrej Waterside,  

Sector – V, Salt Lake,  

Kolkata 700 091  

Tel: +91 33 44034000  

Fax: +91 33 44034199 

 

 

www.kpmg.com/in 

 

Ahmedabad 

Commerce House V, 9th Floor,  

902 & 903, Near Vodafone House, 

Corporate Road, 

Prahlad Nagar, 

 Ahmedabad – 380 051 

Tel: +91 79 4040 2200 

Fax: +91 79 4040 2244 

 

Bengaluru 

Maruthi Info-Tech Centre 

11-12/1, Inner Ring Road 

Koramangala, Bangalore 560 071 

Tel: +91 80 3980 6000 

Fax: +91 80 3980 6999 

 

Chandigarh 

SCO 22-23 (Ist Floor)  

Sector 8C, Madhya Marg  

Chandigarh 160 009 

Tel: +91 172 393 5777/781  

Fax: +91 172 393 5780 

 

Chennai 

No.10, Mahatma Gandhi Road 

Nungambakkam 

Chennai 600 034 

Tel: +91 44 3914 5000 

Fax: +91 44 3914 5999 

 

 

 

 

 

 

 


