Deductions in Respect of Royalty on Patents
The IT department has taken the benefit of deduction to another level. Deductions in respect royalties on patents are also provided these days. For the purpose of this section, ‘royalty’ in respect of a patent means consi9deration (including any lump sum consideration but excluding any consideration which would be the income of the recipient chargeable under the head ‘Capital Gains’ or consideration for sale of product manufactured with the use of patented process or the patented article for a commercial use) for-

· The transfer of all or any right (including the grant of a license) in respect of a patent; or

· The imparting of any information concerning the working of, or the use of, a patent ; or

· The use of any patent; or

· The rendering of any services in connection with the activities referred to in points (i) or (iii) above.

This deduction is available to a resident individual, who may be an ordinarily or non-ordinarily resident, who is a patentee and is in receipt of any income by way of royalty in respect of a patent registered on or after 1st April, 2003 under the Patents Act, 1970.

Conditions to be fulfilled: The deduction under this section shall be available if the following conditions are satisfied:

· The gross total income of the assessee includes royalty in respect of a patent mentioned above.

· The assessee furnishes a certificate in Form No. 10CCE duly signed by the prescribed authority [i.e., the Controller under section 1(b) of the Patents Act] along with the return of income.

· If the income is earned outside India, the assessee furnishes a certificate in Form No. 10H, from the authority or authorities, as may be prescribed, along with the return of income.

Deduction available in such respect: 100% of such loyalty income or Rs. 3, 00, 000, whichever is less, will be allowed as deduction. However, the following points are to be kept in mind for the purpose of deduction under this section:

1. Where a compulsory license is granted in respect of any patent under the Patents Act, 1970, the income by way of royalty for the purpose of allowing deduction under this section shall not exceed the amount of royalty under the terms and conditions of a license settled by the Controller under the Act.

2. In respect of royalty income earned outside India, so much of the income, shall be taken into account, for the purpose of this section as is brought into India by, or on behalf of, the assessee in convertible foreign exchange within a period of six months from the end  the previous year in which such income is earned or within such further period  as the competent party (i.e., RBI such other authority as is authorized under any law for the time being in force for regulating payments and dealings in foreign exchange) may allow in this behalf.

Double deduction not allowed: Where a deduction for any previous year has been claimed and allowed in respect of such royalty income shall be allowed under any provision of this Act in any assessment year.

