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Payment received for providing access to Computer Software does not fall 
within the ambit of the term “Royalty” 

 
 
 

In the recent case of EY Global Services Limited vs Assistant Commissioner of Income, the 

Hon’ble High Court has reversed the ruling given by Authority of Advance Ruling (AAR) and held that the 

payment received by company located in the UK for providing access to computer software to Indian Member 

firms doesn’t amount to Royalty, liable to be taxed.  

 

Facts of the case  

Indian company engaged in providing back-office support and data processing services had an agreement 

with UK based group company, whereby it received the right to use the software procured by the UK 

company from third-party vendors. 

 

Hon’ble High Court Decision  
 
The rights acquired by the UK company from the third-party software vendors are not relevant. What is 

relevant is the Agreement between the UK company and the the assessee. Since the agreement entered 

between Indian company and UK company does not create any right to transfer the copyright in the software, 

the same would not fall within the ambit of the term “royalty in India under the provisions of the Income Tax 

Act, 1961 and the India-UK DTAA.  

Hence the division bench Hon’ble High Court held that the consideration received for providing access to 

computer software does not amount to royalty liable to be taxed in India under the provisions of the Income 

Tax Act, 1961 and the India-UK DTAA. 

 

Comments 
 
The issue with respect to the taxability of software payment as a royalty has always been a matter of debate 

before various courts in India. There have been various divergent rulings on the subject matter wherein the 

key issue under consideration is interpretation of the term Royalty under the Income tax act and the relevant 

tax treaty, The above-mentioned judgement will surely add to the ongoing controversy on the taxability of 

software especially in case of transfer of the right to use of third-party software.   
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