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CENTRAL BOARD OF DIRECT TAXES

NEW DELHI thegMarch, 1998

(E} In exercise of the powers conferred by section 295 of (he Income-tax

Act, 196] (43 of 1961), the Central Board of Direct Taxes,ii hereby makes the

following rule :-

(@)

'!

(1 These rules may be called the Income-tax (E_:@),Am(,ndmenl Rules,
1998.

(2) They shalt come into force with effect from the st day of Apnl 1998.

In the Tncome-tax rules, 1962,
(A) inrule6,-

after sub-rule (1A), the following sub-rule shall be inset U,d namely :-

. . || ,
"(IB) For the purposes of sub-section (2A13) of section 35, the prescribed
authority shall be the Secretary, Depactment of Smenlihc and Industrial
Research.";

(b) after sub-rule (3), the following sub-rule shall be inserted, hamely :-

(c)

A%

|
. h
"(4) The application required to be furnished by ja company under
sub-section (2AB) of section 35 shall be in Form No. 3CK.";

after sub-rule (5), the following sub-ruie shall be insel’tecij, namely :-

“(5A) The prescribed authority shall, if he is satistied jthat the conditions
provided in tliis rule and in sub-section (2AR) of sectton 35 of the Act are
fulfilled, pass an order in writing in form No.3CM : ||
Provided that a reasonable oppaortunitly of being hcalch shall be granted to
the company before rejecting an application :

Provided further that an order under this rule shall by passuwd within two
months of the receipt of application under sub-rule (4).
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o S : !
(a) The facility should not relate purely to market research, sales
promotion, quality control, testing, commercial produgtion, style changes,
routine data collection or activities of a hike nature; |

(b) The prescribed authority shall submit its 1'ép01ft in relation to the

approval of in-house Research and Development facility in Form No. 3CL
to the Director General (Income Tax Exemptions) wit}lhin sixty days of its
granting approval;. |

i
|
(c) The company shall maintain a separate accoun{ for each approved

facility ; which shall be audited annually and a cofpy-i]’lereof shall be
furnished to the Secretary, Department of Scientific an¢d Industrial Research

by 31st day of October of each succeeding year; |
Explanation-For the purposes of this sub-rule the eéxpression "audited"
means the audit of accounts by an accountant, as defined in the Explanation
below sub-section (2) of section 288 of the Income-tax Act, 1961.

i
(d) Assets acquired in respect of development of sciientiﬁc research and
development facility shall not be disposed off without the approval of the

Secretary, Department of Scientific and Industrial 'Reseqin‘ch" ;
. I
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- (B) in Appendix 11, after From 3CJ the following Forms shall be inserted,

namely :- j

" FORM NO. 3CK ‘
|
Anplication form for entering into an agreement with the Defiartment of Scientific
and Industiial Research for cooperation in in-house Research and Development
- facility and for audit of the accounts maintained for that facility.
'!»
 PARTA |
I Name and Address of the registered office of the company including
Telex/Fax/Phone numbers

2 Permanent Account Number (PAN) of the company

Please specify the nature and Business/activity of the company-
Manufacture/production of -

Drugs
Pharmaceuticals
Eiectronic Equipments
Cowmputers
- Telecominunications Equipments
Chemicals
Any other article or thing notified under sub- sectlon (2AB) of
section 35
(please specify)
4 Annual production of the eligible products of the c0mpanv during the
past three years-
5 Annual expenditure on scientific research of the comnpany during the
past three years, giving break-up of expendituve on Jand and buildings.
6 Please give details of the nature of existing in-house Research and

Development facilities including the address of the in- house Research
and Development facility.

7 Registration number, date and validity of recognition granted by
Department of Scientific and Industrial Research to the in-house
research and Development centre of the company.

Propased objectives of scientific research contemplated by the company.
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PART B
AGREEMENT

Whereas,....c.ocoveeeeiiinn, (hereinafler referred to as Fil;st Party) and the
Departruent Of Scientific and Industrial Research (hereinafter referred to as
Second Party), have decided to enter info an agrecment, thatj

(i)  the First Party shall maintain an in-house Research and Development
facility to be approved by the Second Party,

(i)  the above Research and Dcvelopment facifity shall be exclusively used by
the First Party to carry oul scientific research relaiitlj!g to manufacture or
production of any drugs, pharmaceuticals, elebtronic equipments,
computers, telecommunication equipments, chemicals br any other article or
thing notified by the Central Board of Direcl Taxe”s, under sub-section
(2AB) of section 35. ] i

(it) the First Party shall provide full co-operation to the Secend Party in

carrying out the Rescarch and Development worlc Jeiatmg to manulacture or

production of any drugs. pharmaceuticals, E':leilrtIOHIL gquipments,
compuiers, telecommunication equipments, chemicals or any other article or
thing notified by the Central Board of Direct Taxes under sub-section (2AB)

of section 35. ,

(iv) the First Party shail maintain separate accounts for both revenue and capital
~expenditure on scientific research including that on inthouse Research and
Development facility, which shall be annuaily ']udllcclqby an accountant as
defined in section 288(2) of the Incame-tax Act, 1961 ,land a copy of which

. has to be attached with the return of income under sub-section (1) of section
139 to claim deduction under section 35(2AB), i

(v) subject to the First Party meeting the conditions specified under
sub-section(2AB) of section 35, and on being satisﬁeci“ of the feasibility of
the said in-house Research and Development facility in terms of its
objectives and of the genuinencss of the expenditure u::n said Rescarch and
Development facility by the First Party, the Second Parly shall submit its
report in telation ta the approval of the said facility to the Director General
of Income-tax (Exemptions) within a pertod of sixty d%ys from the date on
which the First Party makes application in the Form No“SCK

Agreed on the ..o, day of o monthhof .................. ycar.

First Party

e . . #
Signature of the Principal Officer of the company of the company



witness

signature-
(Name and address)

Signature of/fon behalf of the Secretary, Department of Stienctific & Indnetrial
Research '

‘signature
(Name and address)
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PART C

Certified that the above information is true to the best ot our knowledge and

belief.

We undertake to: ) .

(1)

maintain separate accounts for both revenue arid capital expenditure
on scientific research including that on in-:house Research and

~ Development facility, which shatl be annu:a\!y audited by an

(i)

(iii)

_______________

accountant as defined in sub-section (2) of; section 288 of the
Income-tax Act, 1961, and a copy of which hais to be attached with
the return of income under sub-section (1) of";seclion 139 to claim
deduction under sub-section (2AB) of section 35I

submit annual progress reports to the Secretary, Department of

Scientific and Industrial Research; E
i

render full co-operation to the in carrying o:ut the Research and
Development work relating to  manufacture br production of any
drugs, pharmaceuticals, electronic 'equil_%)ments, computers,
telecommunication equipments, chemicals or;@any other article or
thing notified by the Central Board of Direct Taxes under sub-section
(2AB) of section 35; and ! -
assets acquired by the approved facility will b¢ utilised only for the
approved purpose and shall not be disposed off*;without the approval
of the Secretary, Department of Scientific and Infdustrial Research.

Signature of the Principal Officer of the company

(Name, Desi

gnation and address)

1 Six sets of duly filled applications are to be submitled to the 'Secrel‘ary. Department of
Science & Industrial Research. i

2. Copy of the latest Annual Report along with Balance Sheet has to be enclosel.

. .. k3 " !
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" FORM No. 3CL
Report to be submitted by the prescribed authority to the D;;iifCCtO]‘ General
(Income-tax Exemptions) under section 35(2AB) ol the [ncome-tax Act, 1961

1 Name and Address of the registered office of the company including
Telex/Fax/Phone numbers

2 Permanent Account Number {PAN) of the company |

i
Name and designation of the Principal Officer of the conipany

3 Nature and Business/activity of the company
Manufacture/production of -

Drugs
Pharmaceuticals
Electronic Equipments

Computers

Telecommunications Equipments

Chemicals )

Any other article or thing notified under sub-section (2AB) of
section 35. ' I

(please specify) ' |

r
4 Annual production of the eligible products of the campany during the
past three years- |

N . |
Proposed objectives of scientific research contemplated by the company.

6  Whether the nature of the business is related to the proposed objeclives

of the scientific research contemplated by the company. j
|
7 Details of the nature of existing in-house Research ard Development

Ly oo . |
facilities specifying whether the in-house Research and Development

facility is adequate for carrying out scientific research. |

8  Whether recognition granted to the in-house resgarch anid Development
centre of the company by Department of Sciencel and Industrial
Research. i

9 Total cost of in-house research facility, giving break-up of expenditure
on land and buildings.(ASSESSMENT YEAR )

10 Whether agréement for co-operation and Research and Development
facility and for audit of the accounts maintained for that facility entered
into.

I
1
1
|
I
!

Certified that the above information is true to the best ofiour knowledee and

belief, I
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FORM NOQO. 3CM

rder of approval of in-house research and deg_ivel ment
facility under section 35(2AB) of (he Income-tax Act, 196}

I Name; Address and PAN of the company

Nature of the business of the company - Manufacture/production of
article or thing  ~ kt
3 Objectives of the scientific research to be conducted by in-house Research
and Development facility
4 Address at which such Research & Development facility is located
5 Ref. No. and Date of the application

~ The above Research & Development facility is approved for the purpose
of section 35(2AB), subject to the conditions underhne& therein.

Place....... Tl e
Date............. (Signature}
: (Name)
Secretary, DSIR
© (Seal)".
" File No..........
Order No..........
Copy to:

{) . ‘Company
(2) The Director General { Income-tax Exeinption)

Jeepa bufa/l@

{ Deepa Krishan )

Director {TPL-1)
F.No.142/23/97-TPL

Notification No. ZO% lf

Note :- The principal rules were published vide notification mfmbe; S O 269 {’Q,
dated 26-3-1962 ana’ were last amended =N dE

5,070 (Hated £, 51958
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