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Executive summary

Business workforce acquired through slump 

sale qualifies as intangible asset eligible for 

depreciation

In the case of T.V. Today Network,1 the Delhi Bench of the 
Income-tax Appellate Tribunal (‘the Tribunal’) held that 
consideration attributed to the acquired workforce under a 
slump sale constituted a depreciable intangible asset, 
qualifying as “business or commercial rights of similar nature” 
under section 32 of the Income-tax Act, 1961 (‘the 1961 Act’). 

Relying on the Delhi High Court ruling in the case of 
Areva T&D,2  the Tribunal recognised the acquired workforce 
as ‘tool of trade’ facilitating smooth conduct of the digital 
business purchased under the slump sale and upheld the 
taxpayer’s depreciation claim. 

The Tribunal also noted that the Revenue failed to substantiate 
any allegation of inflated valuation or colourable arrangement, 
thereby weakening the basis of its contention to recharacterise 
the aforesaid asset as non-depreciable goodwill in the absence 
of supporting evidence.
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1 T.V. Today Network Limited v. ACIT (ITA No. 1449/Del/2024) – Cross appeals
2  Areva T & D India Ltd. v. DCIT [2012] 345 ITR 421(Delhi)
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The taxpayer, an Indian company, was engaged in 
the business of broadcasting news channels. 

During the financial year (‘FY’) 2017-18, it acquired 
the Digital Business from its Indian holding company 
(‘the Seller entity’) as a going concern on slump sale 
basis. 

As per the business transfer agreement, all 
employees of the Seller entity were transferred to the 
taxpayer on the same employment terms as were 
offered by the Seller entity on continuity in service 
basis.

The total consideration paid by the taxpayer included 
consideration paid for intangible assets. 

The taxpayer contended that the intangible assets 
represented the value of the transferred ‘workforce’ 
connected with the digital business which was valued 
by an independent Chartered Accountant and 
accordingly, claimed depreciation at the rate of 25 per 
cent on the said intangible assets under section 32 of 
the 1961 Act. 

© 2026 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability Partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

___________________________  
3 Other grounds of appeal have not been covered in this note

However, the Revenue disallowed depreciation on the 
ground that the value attributed to intangible assets 
was essentially the difference between consideration 
paid and net assets, indicating creation of ‘goodwill’ 
rather than acquisition of a specific identifiable asset. 
Further, as the taxpayer failed to demonstrate that the 
intangible asset qualified within the specified 
intangibles under section 32(1)(ii), the depreciation 
claim was held to be inadmissible.

Fact of the case3

Relevant Provisions

Section 32(1)(ii) allows depreciation on intangible 
assets being know-how, patents, copyrights, 
trademarks, licences, franchises or any other business 
or commercial rights of similar nature, subject to the  
prescribed conditions.4

Sixth proviso to section 32(1) provides that in case of 
succession, amalgamation, or demerger, the total 
depreciation allowable on tangible and intangible 
assets shall not exceed the amount that would have 
been allowable had such reorganisation not occurred.

_________________________________  
4 Specific exclusion of goodwill from the ambit of intangible assets eligible for 
depreciation was inserted by the Finance Act, 2021 – not applicable in the 
instant case.
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The taxpayer had inflated the valuation of intangible 
assets to create goodwill and thereby reduced taxable 
profits over the years through depreciation claim.

Relied on the Tribunal’s ruling in Aptara Technologies5  
wherein goodwill created on account of amalgamation 
between group entities was held to be a colourable 
transaction and depreciation was disallowed.

Relied upon the sixth proviso to section 32(1) to 
contend that in case of succession, amalgamation, 
merger, or demerger, depreciation available to the 
successor cannot exceed the depreciation allowable 
to the predecessor had such reorganisation not 
occurred.

If any asset was not appearing in the books of the 
predecessor, the successor would not be eligible to 
claim any depreciation on any new asset which is 
claimed to have been acquired as a result of business 
succession. Accordingly, in the instant case, since the 
intangible asset (i.e. goodwill) did not exist in the 
books of the Seller entity, and the written down value 
of the intangible block of assets was unascertained, 
the actual cost in the hands of the successor (i.e. the 
taxpayer) would remain nil and no depreciation could 
be allowed.

The taxpayer failed to demonstrate that the intangible 
assets acquired as business or commercial rights, in 
the facts and circumstances of this case, were akin to 
any of the intangible assets being knowhow, patents, 
copyrights, trademarks, licences, and franchises as 
contemplated under section 32(1)(ii). 

_________________________________  
 5  Aptara Technologies (P.) Ltd. v. DCIT [2026] 183 taxmann.com 571 (Pune Tribunal)

Revenue’s contentions

Taxpayer’s contentions

The Revenue incorrectly treated the claim as 
depreciation on goodwill, whereas the claim was on 
intangible asset in the form of workforce acquired 
under the slump sale. In case of digital business, the 
employees, including the content creators, are the 
‘heart and soul’ of the business and were, therefore, 
valued separately and formed part of the slump sale 
agreement. 

Reliance placed by the Revenue on Aptara 
Technologies ruling was distinguishable on facts as in 
the instant case the valuation report determining the 
value of acquired workforce was not challenged by 
the Revenue.
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Without prejudice, goodwill is a depreciable asset 
whether acquired on amalgamation or slump sale 
provided it is backed by proper valuations.6

Tribunal’s decision

The Delhi Bench of the Tribunal ruled in favour of the 
taxpayer and held that acquisition of the intangible 
assets (i.e. digital business workforce) under slump 
sale would fall under the category of “other business 
or commercial rights of similar nature” as provided 
under section 32(1) and hence, eligible for 
depreciation. 

Key observations of the Tribunal included:

The sixth proviso to section 32(1) was not applicable 
in the instant case as it was a case of slump sale and 
not a case of amalgamation to which the said proviso 
applies.

Relied on the Delhi High Court ruling in the case of 
Areva T&D, which, on similar facts, held that the 
specific categories of intangible assets referred in 
section 32(1)(ii) viz., knowhow, patents, trademarks, 
copyrights, licenses or franchises, preceding the 
expression "any other business or commercial rights 

of similar nature", are not of the same kind and are 
clearly distinct from one another. The Court clarified 
that the nature of "business or commercial rights" 
cannot be restricted to only the specified six 
categories and the inclusion of the phrase “of similar 
nature” reflects the legislative intent to extend 
depreciation to other intangible assets, which were 
neither feasible nor possible to exhaustively 
enumerate. 

Applied the principles laid down in Areva T&D and 
concluded that the transferred workforce formed part 
of the ‘tool of trade’ of the taxpayer facilitating smooth 
conduct of the business and therefore qualified as 
“business or commercial rights of similar nature” 
eligible for depreciation under section 32(1) of the 
1961 Act. 

The Revenue failed to establish that the value of the 
said intangible asset was inflated by the taxpayer to 
claim higher depreciation and was therefore, a 
colourable transaction as the valuation report 
submitted by the taxpayer, was not challenged by the 
Revenue with any tangible adverse finding.

_________________________________  
6 CIT v. Smifs Securities Ltd. [2012] 348 ITR 302 (SC); Areva T&D (supra); Brembo 
Brake India (P.) Ltd. v. DCIT [2015] 68 SOT 263 (Pune Tribunal)
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Tribunal’s Decisions

© 2026 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability Partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

Our comments

This ruling reaffirms that, in a slump sale transaction, 
the acquired workforce may qualify as a “business or 
commercial right” and accordingly, be eligible for 
depreciation under section 32. It further affirms that 
the sixth proviso to section 32(1) is confined to 
restructuring arrangements such as amalgamation/ 
demerger and does not extend to slump sale 
transactions. 

The ruling also emphasises the importance of robust 
valuation support and comprehensive documentation 
to substantiate the nature and value of intangible 
assets in business transfers.

Distinguished the Pune Bench ruling in Aptara 
Technologies by observing that the said case recorded 
a specific finding that the creation of goodwill was not 
a genuine transaction, whereas no such finding 
supported by evidence existed in the instant case.
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