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Foreword by the Chairman, CBDT

The Income Tax Department has undergone significant changes in recent times. One of the most
significant steps taken by the Department is moving from the earlier assessment regime to the
faceless assessment regime. There was a long-standing demand from the Faceless Assessing
Officers to improve their capacity regarding the application of the provisions related to charitable
and religious trusts and institutions. It is in the interest of all the stakeholders that the FAOs carrying
out the assessment work comprehend the law with clarity so that they can frame assessments with
sound reasoning. This will not only protect the interest of the revenue but also result in the
avoidance of inconvenience to the genuine trusts and institutions and minimize the cost of

litigation.

| compliment Exemptions Division to conceptualize and come out with an informative booklet that
will help our FAOs to understand the latest position of law on different provisions related to
charitable trusts and institutions. | feel that this will be quite helpful to the FAOs in making
assessments with sound reasoning which can better test the appeal, if any. | wish all the best to the

Assessing Officers and lam quite sure that they will make the best use of this endeavor.

Nitin Gupta
Chairman, CBDT



P\l Foreword by the Member (IT&R)

Non Profit Organizations (NPOs) act as a significant partner of the Government in their endeavor to
deliver public services. The Income-tax Act has historically recognized the contribution of the NPOs
in the growth of India and, therefore, exempted theirincome subject to certain conditions. Income-
tax Act, 1961 contains specific provisions related to NPOs working in the fields of education, medical
relief, yoga, relief to the poor, preservation of environment and monuments, and other public
utilities.

Provisions related to exemptions have always occupied a special significance. The last three Finance
Acts have brought about fundamental changes in these provisions. Hon’ble Supreme Court has also
delivered afew landmark decisions in the last few years. FATF is also undertaking a review of India at
present and recommendation no. 8 of the FATF specifically focuses on NPOs. Comptroller & Auditor
General of India in its recent report no. 12 of 2022 has made specific recommendations on the
assessmentof charitable and religious institutions.

Since the rollout of the faceless assessment scheme, the assessment of the NPOs has been carried
out by the FAOs. Since the FAOs are carrying out a wide variety of assessments and the provisions
related to exempt institutions are fundamentally different from the provisions related to the rest of
the taxpayers, there was a long-felt need to educate and train the FAOs on the provisions related to
NPOs. Though regular training programmes for the FAOs are being conducted by the NADT, RTls,
and Pr. CCIT (Exemptions), there was a need to document the provisions with the latest updates.

| am glad to see the booklet prepared by the Exemptions charge under the guidance of the Pr.
CCIT(Exemptions). | hope this booklet will help the FAOs to be well-versed with the latest laws and
legal pronouncements on the provisions related to NPOs. | compliment the Exemptions Division for
putting in efforts to prepare a comprehensive guide for the Assessing Officers. | am really happy to
see the points of verification on most of the topics which would be very helpful for the FAOs in
understanding the issues and deciding the points of verification in cases assigned to them. Iwish all
the Assessing Officers all the best and hope that they will make the best use of this booklet.

Best wishes.

Pravin Kumar
Member (IT&R), CBDT

_—_———— h—



Foreword by the Pr. CCIT (Exemptions)

A Non Profit Organization (NPO) is one that is not driven by profit but by dedication to a charitable or
religious purpose. NPOs work as an extended arm of the Government sharing the responsibility of
the delivery of the public services. To promote and strengthen the NPOs, the Income-tax Act, 1961

provides exemption fromincome taxontheirincome subject to certain conditions.

The exemptions charge is a niche charge that is responsible for the supervision and monitoring of
the NPOs. Provisions of the Act related to exemptions are quite different from the regular concepts of
Income-tax like capital/revenue expenditure, application of income, deemed application,
accumulation of income, etc. The interpretation of transactions appearing in the Income and
Expenditure Statements of NPOs is counter-intuitive to the way financial transactions are
interpreted in cases of business organizations. For example, in the case of a business entity, capital
receipts get accounted directly to the Balance Sheet. In contrast, in the case of an NPQ, it is to be
reflected in the Income Statement with the qualification that it does not form part of the corpus.
Similarly, on the expenditure side, all capital expenditures in the case of the business organization
get reflected directly to the Balance Sheet with only depreciation being taken to the Profit & Loss
Account whereas in the case of the NPOs, all the capital expenditures are part of the Expenditure

Statement provided they are spent for the charitable purposes as perits objects.

Itis difficult to expect an AQ, looking after all classes of normal assesses, to suddenly change the way
he examines financial statements while encountering the case of an NPO. It increases the chances of
critical issues being missed while conducting assessments in the cases of NPOs by regular AOs in the
current regime. Since the assessment of the NPOs is undertaken by the FAOs, this booklet is an
endeavor to help the FAOs to understand the intricacies of the provisions related to charitable and

religious trusts and institutions.

India’s Mutual Evaluation by FATF is presently underway and India is committed to complying with
the standards of the FATF. Income-tax Department is one of the key agencies to regulate and
monitor charitable trusts and institutions. The Income Tax Department carries out scrutiny
assessment of selected cases of charitable trusts and institutions based on a risk assessment

framework. This scrutiny assessment comprises a significant part of the supervision and monitoring

—————————ee | e



of the NPO sector. The income-tax department carries out the in-depth monitoring and supervision
of the charitable trusts and institutions to ensure that only those trusts and institutions that carry out

genuine activities getan exemption.

The C&AG inits Report No. 12 of 2022 on NPO sector has noted at many places in its report that the
charitable and religious institutions are required to be effectively monitored. Due to the exemption
from tax and allowability of deduction u/s 80G, many fake organizations also try to get the benefitin
the guise of charitable institutions and therefore there is a need for more effective monitoring of this
sector, as highlighted by the C&AG. Given these recent developments, it is all the more necessary

thatthe FAOs become well versed with the provisions related to charitable trusts and institutions.

Recently, Hon’ble Supreme Courtin CIT (Exemptions) Vs. Ahmedabad Development Authority & Ors.
has rendered a landmark judgment regarding charitable trusts and institutions. There have been
many more such decisions from the Apex Court in the last 2 years which are required to be uniformly

implemented throughoutIndia.

Further, successive Finance Acts, especially the Finance Acts 2021, 2022, and 2023 have brought
about significant changes in the provisions related to charitable and religious institutions. The
Assessing Officers is required to refer the matter to the jurisdictional commissioner, in cases of
specified violation, who is required to decide whether to cancel the registration of the trust or

institution.

This booklet is an endeavor to provide a quick reference to the AOs of the latest position of law and
also afew of the mostimportant judicial pronouncementsin the recent past. While all situations may
not have been captured, an effort has been made to provide guidelines to the FAO's to arrive at the
best possible understanding of law, and minimizing any errors. Fair assessments are in the interest of

all stakeholders.

| will compliment and appreciate the contribution of Vipul Agarwal, CIT(Hgrs.)(Exemptions)

alongwith his team of officers in compiling this publication.

I hope thatall officials will be able to make the best use of this booklet.

Mohanish Verma
Pr. CCIT (E)



THE ECOSYSTEM OF NPOs IN INDIA AND WORLDWIDE

1.1

1.2

INTRODUCTION

Non Profit Organizations (NPOs), whether public trusts, societies, or other non-profit entities
(including non-profit companies), perform a vital role in supplementing governmental
efforts of promoting economic development and social welfare. There is a need for such
organizations, not only because the resources at the command of the government are
insufficient relative to need, but also because of their outreach and the wealth of local
knowledge they possess, all of which can fruitfully be utilized for the benefit of society. NPOs
exist in all countries, whether developed or developing. Tax administrations the world over
recognize their voluntary efforts and provide incentives to genuine charitable organizations.
Most often, this is done by either partially or fully exempting theirincomes from tax, and also
by providing tax incentives to donors to encourage them to contribute resources to such
organizations.The Indian Income Tax Act, 1961 (the Act) also incorporates several provisions

to extend tax breaks and incentives to such organizations and theirdonors.

The NPOs in India are regulated by different agencies and the regulatory framework may be

understood with the help of the following diagram:

AUTHORITIES ENGAGED IN INCOPORATION/REGISTRATION/REGULATION OF NPOs IN INDIA

CHARITABLE & REGISTERED SE;;'TOF':,:—
RELIGIOUS TRUSTS SOCIETY B FIT COMPARTS

Charity
Commissioners/jJ] Registrar of MHA — NITI Aayog —

State Companies FCRA 2010 DARPAN

Authorities PORTAL




1.3 Broadly, the NPOs have three different types of constitution:
a) Trustsregistered underthelndianTrust Act, 1882/ various state trust Acts, etc.

b) Societies registered under the Society Registration Act, 1860/ various state registration

acts, etc.
c) Section8companiesregistered underthe CompaniesAct,2013.

14  While the Ministry of Corporate Affairs regulates section 8 companies, the societies and

trusts areregistered with the state registrars.

1.5 Foreign Contributions Regulation Act, 2010 (FCRA) administered by the Ministry of Home
Affairs (MHA) regulates the foreign contributions received by charitable entities for social,

religious, or philanthropic purposes,and maintains data regarding the same.

1.6 DARPAN Portal administered by the NITI Aayog administers and regulates the disbursement
of government grants to the NPO sector and registration on the portal is a mandatory

condition for eligibility to avail government grants.

1.7 There are charity commissioners in a few states and the charitable or religious institutions

must be registered with them to carry out charitable or religious activities.

2. AVAILABILITY OF INFORMATION WITH THE REGULATORS

2.1 Availability of Information with Ministry of Corporate Affairs

Registrar of Companies (RoC) under the Ministry of Corporate Affairs maintains registration
/incorporation details and also annual filing by the Non-Profit companies. Specifically, the

following details are available:
A. One-TimeCompliancesforSection 8 Company
a) Receiptofshareapplication money
b) Allotmentofshares.
c) Transferofshares.
d) Appointment/Resignation of Directors.
e) Appointment/Resignation of Managing Director/WholeTime Director.
f)  Executingagreements withrelated parties.

g) AnychangeintheBanksignatories.

h) Anychangeinthestatutoryauditor.
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B. AnnualCompliance
a) FormAOC-4(within30daysof AGM) Annual Financial Statement & CSR

b) MGT-15 (within 30 days of AGM) (Applicable for public companies only)
FilingReporton AGM

Various information is to be displayed in the report which consists of the day, date,
venue, and time of the AGM, components of the appointment of the chairman,
information about the attendees of the meeting, confirmation of the quorum,
business transacted at the meeting, and the decisions made thereof, details of any
adjournment/postponement of the meeting, a fair summary of the proceedings of

the meeting, etc.
¢) FormMGT -7 (within 60 days of AGM)

I.  The registered office, principal business activities, particulars of its holding,

subsidiary,and associate companies;

ll. The shares, debentures, other securities, and shareholding pattern of the

company;
lll. Indebtednessofthecompany;

IV. The members and debenture-holders along with alterations connected to them

sincethe end of the previous financial year;

V. The promoters, directors, and key managerial personnel along with alterations

connectedtothem since the close of the previous financial year;

VI. Meetings of members or a class thereof, Board and its various committees along

with attendance details;
VIl. Remuneration of directors and key managerial personnel;

VIII. Penalty or punishment imposed on the company, its directors or officers and
details of compounding of offenses and appeals made against such penalty or

punishment;

IX. The matters relating to certification of compliances and disclosures as may be

prescribed;
X. Itsshareholding pattern;and

XI. Such othermattersasrequiredintheform.
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2.2  Availability of Information with State Governments/Charity Commissioners

There is a great deal of divergence in the procedure as well as information requirement

between various state governments. Predominantly the data available with the state

governmentsisinthe manual mode and offline. The state-wise details and availability of data

areenclosed as Annexure to thisreport (Annexure A).

2.3  Availability of Information with FCRA, MHA

(i) The annual return form under FCRA, Form FC-4 contains data about the registered

NPOs.The details captured under Form FC-4 are as under:

1.

7.

8.

(@) Nameand address of person/association
(b) FCRAregistration/ prior permission numberand date
Details of receipt of foreign contribution:
(@) ForeignContributionreceivedin cash/kind (value)
(b) Broughtforwardforeign contribution atthe beginning of the year
(c) Incomeduringtheyear:
() Interest
(i) Otherreceiptsfrom projects/activities
Donor wise details of foreign contributions received

Cumulative purpose-wise (social, cultural, educational, economic, religious,

amount of all foreign contribution received)
Details of the utilization of foreign contribution

Administrative expenses as provided in Rule 5 of the Foreign Contribution

(Regulation)Rules, 2011
Details of purchase of fresh assets

Details of unutilized foreign contribution

(ii) Theotherinformation of relevance within the domain of FCRA authorities are as under:

1.

2.

FCRA Registration Forms containing basic details

DarpanID
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3. Dataaboutcancellation/any other punitive action on the NPO pertaining to FCRA
4. Designated FCRA bankaccounts
2.4  Availability ofInformation with the DARPAN portal
a) NPOsenrolled with Unique Darpan IDs &their basic registration details
b) NPO contact person mobile, e-mail & PAN of NPO, FCRA registration of NPQ, if available
c) Aadhardetails of the key Member (President/ & Gen Secretary) of the NPO
d) Details of government grants received by participating NPOs
e) Utilization & monitoring of grants spent (workin progress)
f)  Detailsof NPOs blacklisted by DARPAN
2.5 Availability of Information with Banks
a) Dataonfinancial transactions, credit &debits, cash deposits, etc
b) KYCofkeyfunctionaries &their mobile numbers
¢) Outward foreign remittances
d) Receiptsinforeigncurrency

2.6 Availability of Information with theIncomeTax Department

ITD has the most comprehensive database on the NPOs. The details are briefly mentioned as

under:
a) PANdatabase, capturing basic details of the NPO
b) ApplicationforRegistrationin Form 10A/Form 10AB, as the case may be

c¢) URN (Unique Registration Number) of the NPOs approved/registered under section
10(23C)/12AB, and the order of PCIT/CIT in Form 10AC/10AD registering the NPO

d) Databaseofapplicationsrejected by PCIT/CITin Form 10AC/10AD
e) Mandatory Annual Audit Reportfiled by the NPOin Form 10B/10BB
f)  Annual Accumulation Report filed by the NPO in Form 9A/Form 10

g) Annual Statement of Donation in Form 10BD filed by donee NPO approved under
section 80G

h) AnnuallncomeTaxReturninITR7

i) Quarterly TDS Statements filed by the NPOs

L —————



j) Form 15CA/15CB filed by the NPOs for outward foreign remittance

k) Form 15CC received from banks & other authorized institutions for outward foreign

remittances

)  Suspicious Transactions Reports (STRs) received from the Financial Intelligence Unit
(FIU)

m) Information shared by other Law Enforcement Agencies (LEAs)

3. PREVENTION OF MONEY-LAUNDERING (MAINTENANCE OF
RECORDS) AMENDMENT RULES, 2023 NOTIFICATION DATED
7th MARCH 2023

3.1.  Recently, Prevention of Money-laundering (Maintenance of Records) Amendment Rules

have been amended to provide the following:-

“(9A) Every Banking Company or Financial Institution or intermediary, as the case may be,
shall register the details of a client, in case of the client being a non-profit organization, on
the DARPAN Portal of NITI Aayog, if not already registered, and maintain such registration
records for a period of five years after the business relationship between a client and a

reporting entity has ended or the account has been closed, whichever is later".

3.2.  The definition of a Non-Profit organization has also been aligned with the definition under

the Act

“(cf) "Non-profit organization” means any entity or organization, constituted for religious or
charitable purposes referred to in clause (15) of section 2 of the Income-tax Act, 1961 (43 of
1961), that s registered as a trust or a society under the Societies Registration Act, 1860 (21
of 1860) or any similar State legislation or a Company registered under the section 8 of the
CompaniesAct,2013(180f2013),”

Verificationfrom Darpan Portal

The amendment has a huge impact as now the information related to all the bank accounts
of the NPOs shall be available on the DARPAN portal and such information is freely accessible.
Therefore, the Assessing Officers may verify whether the NPO being assessed by them has
any bank account that is not disclosed in the ITR or receipts whereof have not been

accounted forin the books of account.
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4. THEFATFRECOMMENDATIONS ONNPOs

4.1 The Financial Action Task Force (FATF) is the global money laundering and terror financing
watchdog. It sets international standards that aim to prevent these illegal activities and the
harm they cause to society. The objectives of FATF are to set standards and promote effective
implementation of legal, regulatory, and operational measures for combating money
laundering, terror financing, and other related threats to ensure the integrity of the
international financial system. FATF is a policy-making body that works to generate the
necessary political will to bring about national legislative and regulatory reforms in these
areas. FATF monitors progress in implementing its Recommendations through "peer

reviews" ("mutual evaluations") of member countries.

4.2  The risk of terror abuse in non-profit organizations (NPOs) is incorporated in the FATF
Recommendation 8 which requires that countries to review their laws and regulations to
ensure that NPOs cannot be abused for the terror financing. The FATF Recommendation 8
focuses on the non-profit organization (NPOs) sector and the potential use of the NPOs as

vehiclesfor Money Laundering (ML) and Terror Financing (TF).

“Countries should review the adequacy of laws and regulations that relate to Non-Profit
Organisations which the country has identified as being vulnerable to terrorist financing abuse.
Countries should apply focused and proportionate measures, in line with the risk-based
approach, to such non-profit organizations to protect them from terror financing abuse,

including:
a) Byterroristorganizations posing as legitimate entities;

b) Byexploiting legitimate entities as conduits for terror financing, including for the purpose of

escaping asset-freezing measures, and

¢) By concealing or obscuring the clandestine diversion of funds intended for legitimate

purposes toterroristorganizations”.

4.3  TheFATF hasestablished best practices, aimed at preventing the misuse of NPOs for TF while,
at the same time, respecting legitimate actions of the NPOs. In Para 12 of the Best Practices

Document on Combating the Abuse of NPOs, itis mentioned as under:

“12.Whileitis possible that NPOs, like their for-profit counterparts, may face numerous other risks
relating to money laundering, fraud, corruption, and tax evasion. Recommendation 8 is only

intended to address the particular vulnerability of NPOs to terrorist abuse. Yet risk mitigation
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measures to protect against other illicit financial threats, including money laundering, can be

helpfulin mitigating terror financingrisks”.

44  Recommendation 8 encourages countries to identify the risk of misuse of NPOs for TF
purposes. The Best Practices Paper does not prescribe a single methodology for assessing
the risks of misuse of NPOs. It is recommended that countries should undertake a domestic
review of their NPO sector or have the capacity to obtain timely information on its activities,
size or other relevant features. Countries should also periodically reassess the sector by
reviewing new information on the sector’s potential vulnerabilities to terrorist activities. An
effective approach in identifying, preventing, and combating the misuse of NPO sector may

involve all four of the following elements:

a) Outreachtothesector

b) Supervision or monitoring

c) Effectiveinvestigationandinformation gathering

d) Effective mechanism forinternational cooperation

FATF Report: Best Practices Combating the Abuse of Non-Profit Organizations (R. 8)

Effective Effective
Outreach Supervision or investigation mechanism

to the sector monitoring and information ] for international
gathering cooperation

( RISK BASED APPROACH ]

45 Therelevantissues undereach of these four elements are mentioned hereunder:
a. OutreachtotheNPOsectorconcerning TFissues

(i) Countries should have clear policies to promote transparency, integrity and public

confidence inthe administrationand management of all NPOs.

(ii) Countries should encourage or undertake outreach programmes to raise
awareness in the NPO sector about the vulnerabilities of NPOs to terrorist abuse
and TF risks, and the measures that NPOs can take to protect themselves against

such abuse.
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(iii)

(iv)

Countries should work with the NPO sector to develop and refine best practices to

address TF risks and vulnerabilities and thus protect the sector from terrorist abuse.

Countries should encourage NPOs to conduct transactions via regulated financial
channels, wherever feasible, keeping in mind the varying capacities of financial
sectors in different countries and in different areas of urgent charitable and

humanitarian concerns.

b. Supervision ormonitoring of the NPO sector

Countries should take steps to promote effective supervision or monitoring of their NPO

sector. In practice, countries should be able to demonstrate that the following standards

apply toNPOswhich accountfor a significant portion of the financial resources under

control of the sectorand a substantial share of the sector’sinternational activities:

(i)

(if)

(iii)

(vi)

NPOs should maintain information on: (1) the purpose and objectives of their
stated activities; and (2) the identity of the persons who own, control, or direct their
activities, including senior officers, board members, and trustees. This information
should be publicly available either directly from the NPO or through appropriate

authorities.

NPOs should issue annual financial statements that provide detailed breakdowns

ofincomes and expenditures.

NPOs should be licensed or registered. This information should be available to

competentauthorities.

NPOs should have appropriate control in place to ensure that all funds are fully
accounted for, and are spent in a manner that is consistent with the purpose and

objectives of the NPQO's stated activities.

NPOs should follow a “know your beneficiaries and associate NPOs” rule, which
means that the NPO should make the best efforts to confirm the identity,
credentials, and good standing of their beneficiaries and associate NPOs. NPOs
should also undertake best efforts to document the identity of their significant

donorsandto respect donor confidentiality.

NPOs should maintain, for at least five years, records of domestic and international

transactions that are sufficiently detailed to verify that funds have been spentina
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manner consistent with the purpose and objectives of the organization, and
should make these available to competent authorities upon appropriate authority.

This also applies toinformation mentioned in paragraphs (i) and (ii) above.

(vii) Appropriate authorities should monitor the compliance of NPOs with the

requirements of this Recommendation. Appropriate authorities should be able to
apply effective, proportionate, and dissuasive sanctions for violations by NPOs or

personsacting on behalf of these NPOs.

c. Effectiveinformationgatheringandinvestigation

()

(if)

(iii)

(iv)

Countries should ensure effective cooperation, coordination, and information-
sharing to the extent possible among all levels of appropriate authorities or

organizations that hold relevantinformation on NPOs.

Countries should have investigative expertise and capability to examine those
NPOs suspected of either being exploited by or actively supporting, terrorist

activity orterrorist organizations.

Countries should ensure that full access to information on the administration and
management of a particular NPO (including financial and programmatic

information) may be obtained during the course of aninvestigation.

Countries should establish appropriate mechanisms to ensure that when there is

suspicion or reasonable grounds to suspect thata particular NPO:
(a) isafrontforfundraising by aterrorist organisation;

(b) is being exploited as a conduit for TF, including for the purpose of escaping

asset-freezing measures; or

(c) is concealing or obscuring the clandestine diversion of funds intended for
legitimate purposes, but redirected for the benefit of terrorists or terrorist
organizations, this information is promptly shared with relevant competent

authorities, in order to take preventive orinvestigative action.



Effective mechanism forinternational cooperation

In the Best Practices Guidance, it has been stated that effective capacity to respond to
international requests for information about an NPO of concern, consistent with
recommendations on international cooperation, countries should identify appropriate
points of contact and procedures to respond to international requests for information

regarding NPOs suspected of TF or other forms of terrorist support.



ADMINISTRATIVE STRUCTURE

5. ADMINISTRATIVESTRUCTUREAND AUTHORITIES

5.1 The provisions relating to the trusts or institutions and entities claiming exemption under
the direct tax laws are administered mainly by Pr. Chief Commissioner of Income Tax
(Exemptions) and the Commissioner of Income Tax (Exemptions) in 14 charges, namely,
Ahmedabad, Bengaluru, Bhopal, Chandigarh, Chennai, Delhi, Hyderabad, Jaipur, Kochi,

Kolkata, Lucknow, Mumbai, Patnaand Pune.

5.2 The hierarchy of central government authorities dealing with charitable and religious trusts

andinstitutions underthe I-T Actis briefly as follows:

() TheCentral Government;

(i) TheCentral Board of DirectTaxes;

(iii) ThePr.Chief Commissioner of IncomeTax (Exemptions);

(iv) The Commissionerof IncomeTax (Exemptions);

(v) TheAdditional/Joint Commissioner of IncomeTax (Exemptions);
(vi) The Deputy/Assistant Commissioner of Income Tax (Exemptions);
(vii) The IncomeTax Officer (Exemptions);and

(viii) The Inspector of Income Tax.



REGISTRATION RELATED PROVISIONS

6.1

6.2

6.3

REGISTRATION OF CHARITABLE/RELIGIOUSTRUSTORINSTITUTION

One of the key conditions for charitable/religious trusts or institutions seeking to claim
exemption under Sections 11 and 12 of the Act is that such trust or institution should be
registered under the Act. The firstand second proviso to clause (23C) of section 10 as well as
section 12A provide that the provisions of sub-clause (iv), (v), (vi), and (via) of clause (23C) of
section 10 and section 11 and section 12, which provide for exemption of income to such
trusts and institutions, will not be applicable unless such trust or institution has made an

applicationinthe prescribed form for registration and it has been registered.

With the advent of technology, to improve the registration process, and keeping in mind the
practical difficulties in obtaining registration, the Finance Act, 2020, inter alia, amended
several provisions relating to the registration of charitable/religious trusts or institutions

referred toin clause (23C) of section 10, 12A,35and 80G of the Act to provide:
a) Approvalshallbe granted fora period notexceeding five years atatime.
b) Re-registration of the existing charitable institutions.

c) Provisional registration of the first-time applicants for a period of 3 years or

commencement of activities.
d) Statementofdonationsto befiled by the entities registered u/s 80G/35.
e) Issueofcertificate by the donee tothe donorforsuch donation.

The above amendments were to come into effect from 1st June 2020. However, given the
crisis presented by the outbreak of the COVID-19 pandemic, vide Press Release dated 9th
May 2020, the Ministry of Finance deferred the applicability of the new process of
registration to 1st October 2020. Subsequently, given the persisting pandemic, the Taxation
and Other Laws (Relaxation and Amendment of Certain Provisions) Act, 2020 further

deferred the applicability to 1st April 2021.
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6.4  Given the above, a notification was issued to provide a new procedure for the
registration/approval/notification of the exempt entities covered under sections 10(23C),
12A,35,and 80G of the Act by amending the Income-tax Rules, 1962 (the Rules). Rule 2C, 5C,
5F, 11AA and 17A have been amended and new rules 5CA and 18AB have been inserted

providingfor:

a) Online processforfiling of the application

b) Instantregistrationin case of provisional registration and re-registration
¢) Instantgeneration of the Unique Registration Number (URN)

d) Cancellation of the registration, in case the same is procured by filing incomplete or

wrong form ordocuments
e) Documentstobesubmittedalongwiththeform
f)  On-line processing of the applications and passing of the registration orders

g) Process for the online filing of the donation statements by the donee starting from the

financial year2021-22.

h)  Process for furnishing the certificate of donation by the donee to the donor as per the

procedure facilitated by the DG (Systems).

6.5 Further, old forms 10A, 10G, 56, 3CF-1, 3CF-Il, and 3CF-lll have been replaced with three new
forms 10A, 10AB, and 3CF to reduce the compliance burden and improve the quality of the

database.

First proviso to clause (23C) to section 10 and First proviso to sub-section (5)
of section 80G

- Provisional
Every 5 Provisional Common
 PoIcEy ears to regular QEProvey approval:
Type of of the old Y ] 9 j 10A . 1
approval trusts: 10A forrove forrovel [sub-clause N
"8 10AB 10AB [sub-clause (B)
[clause D18 Brera e i)l Biclause (iii] (A) of Sl WBEc|-1 e (il
clause (iv)]
Nature of Jurisdictional Jurisdictional Jurisdictional
enquiries No enquiries: CIT after CIT after No enquiries: CIT after
and time Form 10AC by enquiries enquiries Form 10AC by enquiries
line for CPC within within within CPC within within
ap-prova_ll 3 month 6 months in 6 months in 1 month 6 months in
registration Form 10AD Form 10AD Form 10AD




Type of
approval

Nature of
enquiries
and time
line for
approval/
registration

6.6
a)
b)

6.7

Clause (ac) of sub-section (1) of section 12A

4 Y4 N [ Y4 Change N N N N
- Provisional . || Provisional || Common
Re-egitration| |~ By oftegime || Modifcaion || i [ S EEE
trusts: || registraion 18AB N tosecond: 1048 el e
10Afsub- || 10ABIsub- S0 1 e ] e (| M@ | Jem®
el || causeli] || | e || g ofst- |- ofsub
] Clause ]} || clause (]
N\ U\ AN VAN YA L L )
f Y urisictondl /J - |\ (J - I\ /J . |V ) ”J o I\
Nognquiies; || CTTafter urisaictional || Jurisaictional || Juriscictiona Ak urisdlictiona
eom 104G B enauies (Mafter || CTafter || CTafter || Noenquiries: ||  CITafter
by CRC wi?hin6 enquiries {| enquiries || enquiries || Form10AC || enquiries
P S witing || it || it |ty | wiin
month it monthsin || monthsin || monthsin || Tmonth || monthsin
104D Form10AD || Form10AD || Form 10AD Form 10AD
" J J U JAQ L L )

The objects of the trust orinstitution,and

The genuineness of its activities.

registration:-

While granting the registration, the PCIT/CIT satisfies himself with the following:-

There should be alegally existent entity which can be registered;

The following points are ordinarily verified by the PCIT/CIT at the time of granting

It should have a written instrument of creation or written document evidencing its

creation;

Allits objects should be charitable orreligious;

Its income and assets should be applied exclusively to the objects mentioned in the

objectclauses,and the rulesand by-laws;

No part of its income should be distributable or distributed, directly or indirectly, to its

members, directors or founders, related persons or relatives, etc. claiming through

them;



f)

In case of dissolution, its net assets after meeting all its liabilities, should not be revertible
or reverted to its founder, members, directors donors etc., but used for the objects by

transferto another trust/institution having objects of charitable/religious purpose.

Verification of registration:

a)

The AO may examine whether a valid approval under section 12AB or second proviso to

clause (23C) of section 10is available with the trust orinstitution.

The AO may examine whether the approval is valid as on date. There is a possibility that
the approval has been withdrawn by the competent authority at a later date after the
grant of the approval. The updated list of such registrations/withdrawals is available on

the ITBA platform.

The AO may examine whether the registration/ approval is valid for the assessment year
under consideration. The registration certificate issued by the competent authority is

valid w.e.f.assessmentyear mentioned in the certificate.

The AO may examine whether any modification has taken place in the objects of the

trust orinstitutions registered with the Income-tax Department.

In case any modification has taken place, whether application as per the provision of

section 12A(1)(ac) has been filed by the assesee.

The AO may examine whether the trust or institution has received registration u/s 12AB

forthe modified objects.

The AO may keep in mind that provisional registration/re-registration is granted by the
CPCwithout detailed verification. CPCissues the certificates of registration in form 10AC
while the CIT (Exemptions) issues the registration certificates in form 10AD. Therefore, if
the trust or institution has only form 10AC till the date of scrutiny and no form 10AD has
beenissued, the AO needs to verify further whether the activities carried out by the trust

orinstitution are within the scope of clause (15) of section 2.

There is a possibility that some ingenuine trust or institution has got the provisional
registration/re-registration from CPC-based on false documents or by furnishing
inaccurate particulars. The AO may examine to ensure that only genuine trusts or

institutions get the benefit of exemption.




7. COMMENCEMENT OF ACTIVITIES IN CASE OF PROVISIONAL
REGISTRATION

7.1 The trust or institution which gets provisional registration from CPC, needs to apply within
six months of the commencement of the activities or at least six months prior to the expiry of
period of provisional registration, whichever is earlier. The CIT(E) grants fresh approval/
registration after verification. If the trust or institution does not apply within the time limits
for the regular registration, provision of section 115TD will be attracted and the trust or
institution will have to pay tax on its accreted income. If the CIT(E) denies the regular
registration and cancels the provisional registration, then tax has to be paid on the accreted
income as per the provisions of section 115TD.

7.2 Trust orinstitutions registered under the old regime were required to furnish form 10AB by
30.09.2023 and the trust or institutions having provisional registration were also required to
apply for regular registration by 30.09.2023 or within 6 months of commencement of
activities, whichever is later. Where such application has not been received by 30.09.2023 or
within 6 months from the commencement of activities and the trust or institution has
claimed exemption for the previous year under scrutiny, it needs to be examined whether
the trust orinstitution has a valid registration for the year.

7.3 The Finance Act, 2023, with effect from AY 2023-24, has amended the provisions of sub-
section (3) of section 115TD by providing that if a trust or institution fails to make an
application for registration or re-registration within timelines, it shall pay taxes on its
accreted income as per the provisions of section 115TD. Therefore, the following trusts or
institutions-

a) whichwereregistered/approved before 01.04.2021; or

b) which got provisional registration or approval and commenced their activities by
31.03.2023

but have not applied for registration in Form 10AB by 30.09.2023, will be subject to the
provisions of section 115TD, and fair market value of their assets as on 30.09.2023 shall be
taxable as perthe provisions of section 115TD.

Verification of commencement of activities:

a) TheAO may verify whetherregular registration has been granted by the CIT(E) and if not,
whether the provisions of section 115TD are applicable.

b) The AO may also verify the date of commencement of activities. If the activities of the
trust or institution have commenced but it has not applied for regular registration
within 6 months of commencement of activities in form 10AB (or up to 30.09.23 as per

Circular06/23), provisions of section 115TD shall be attracted.
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8. APPROVALUNDERSECTIONS80G

8.1 Apart from the exemption of income of the trust or institution itself under clause (23C) of
section 10 orsection 11 or 12 asdescribed in the earlier paragraphs, adonor to such entities is
also entitled to benefit of deduction from his own income on account of the donations made

by him.The extent of deduction allowable s prescribed in Section 80G.

8.2  While contributions to certain funds/entities such as the Prime Minister’s National Relief
Fund, contributions to a university or educational institution of national eminence, and to
specified funds set up by state governments for disaster relief, etc. are entitled to 100 percent
deduction, others are eligible for an exemption to the extent of 50 percent of the amount

donated.

8.3 It may be noted here that donations exceeding Rs.2,000/- must be made otherthanin cash to
be eligible for deduction. Section 80G(5) lays down the preconditions that must be satisfied
cumulatively before a trust or institution can qualify for approval under Section 80G. These

conditions are summarized as under:-

a) The income of the trust or institution should not be includible in its total income by

provisions containedin clause (23AA) or clause (23C) of section 10 or section 11 0r 12

b) As per the instrument under which the trust or institution was created and as per rules
governing it, no part of its income or assets is transferable, or to be applied for any
purpose other than charitable purposes.The charitable purpose here would notinclude
religious purpose in view of Explanation 3 to Section 80G. However, sub-section (5B) of
Section 80G permits the application of up to 5 per cent of the income for the year

towards religious purposes;

c) Thetrust orinstitution is not expressed to be for the benefit of any particular religious

community or caste;
d) Itmaintainsregularbooksofaccountregardingits receipts and expenditures;

e) The trust or institution is either constituted as a public charitable trust, a society
registered under the Societies Registration Act (or its equivalent legislation), a company
registered under Section 8 of the Companies Act, or a statutory university or recognized

educationalinstitution, oraninstitution financed by the central or state government;

f)  Thetrustorinstitutionisapproved by the PCIT/CITin accordance with the rulesmade on
this behalf.

8.4  Therequirementforapproval by the PCIT/CIT thus stems from the condition mentioned in (f)

above.
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9. RELIGIOUS ACTIVITY BY TRUST OR INSTITUTION APPROVED
U/S 80G

9.1 As per the provisions of sub-section (5) of section 80G, the benefits u/s 80G are available to
the trust or institutions that are not religious. However, as per the provisions of sub-section
(5B) of the section, any trust or institution that incurs expenditure, during any previous year,
which is of a religious nature for an amount not exceeding five percent of its total income in
that previous year shall be deemed to be an institution or fund to which the provisions of this

sectionapply.

Verification of registration u/s 80G:

a) The AO shall verify whether the approval under section 80G needs to be withdrawn if as

per the auditreport expenditure onreligious activity exceeds 5 %.

b) If expenditure on religious activities exceeds 5%, an intimation in this regard may be

senttothe PCIT/CITto cancelthe approval u/s 80G.

10. TRUSTORINSTITUTION UNDERSECTION 80G (2)(b)

10.1  As per the provisions of explanation 3A and 3B to sub-section (1) of section 11 and
explanation 1A and 1B to the 3rd proviso to clause (23C) of section 10, in case of any temple,
mosque, gurdwara, church or other place notified under clause (b) of sub-section (2) of
section 80G, any sum received by such trust or institution as a voluntary contribution for the
purpose of renovation or repair of such temple, mosque, gurdwara, church or other place,
may, at its option, be treated by such trust or institution as forming part of the corpus of the

trustortheinstitution, subject to the condition that the trust or the institution-

(@) applies such corpus only for the purpose for which the voluntary contribution was

made;
(b) doesnotapply such corpusformaking contribution or donationto any person;
(c) maintainssuch corpus as separately identifiable;and

(d) invests or deposits such corpus in the forms and modes specified under sub-section (5)

of section 11.

10.2  If the trust or institution violated any of these conditions then such sum shall be deemed to

beincome of the trust orinstitution.
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Verification of section 80G(2)(b):

a) The AO may examine whether a notification has been issued by the Board and such

notificationis valid for the assessment year under consideration.

b) Itis also required to be examined whether the notification was for specific repair and

renovation and a specific period and whether the sameis valid for the AY under scrutiny.

c) The details of such corpus are furnished separately in Schedule J of the ITR-7. The AO
may verify whether all the conditions referred to above have been met by the trust or
institution and if any of these conditions has been violated, it shall be deemed to be the

income of the trust orinstitution.




PROVISIONS RELATED TO TAXABILITY OF INCOME

11.

CONDITIONS FORCLAIMING EXEMPTION

Any trust or institution carrying out activities for charitable/religious purposes may claim
exemption under sections 11 and 12 or under clause (23C) of section 10 of the Act. The trust
or institution, to claim an exemption under these sections need to satisfy the following

conditions:

a) It should be a public trust or society or a company registered under section 8 of the

Companies Act, 2013 orany other entity specifically provided in the relevant provisions.
b) Itshould beformedwith any one or more charitable orreligious purposes.

c) It should be registered with the Income Tax Department. The authority competent to
grant registration u/s 12AB (for claiming exemption u/s 11 and 12) and the second
provisoto clause (23C) of section 10is the PCIT/CIT or CPC.

d) It should fulfill the conditions laid down under clause (23C) of section 10 (referred to as

firstregime) orsections 11, 12,and 13 (referred to as second regime), as the case may be.

Trust/
society/
section 8
company

85% of Charitable - ol
income is - aritable
a;l?lpli.ed 79 o religious g religious
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purposes institution
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/approved



General Points of Verification-

General points of verification for the assessment of charitable or religious institutions are

summarised here & have been explained in detail in the subsequent paragraphs:

a)

Whether the trust or institution is registered/approved as per the provisions of section
10(23C)/12AB. (Para6)

Whether the registrationis valid for the AY under consideration. (Para 6)

Where the trust or institution gets provisional registration, it needs to apply for regular
registration within 6 months of the commencement of activities or at least six months
prior to expiry of period of provisional registration, whichever is earlier. Such provisional

registrationisvalid fora maximum period of 3 years. (Para 7)

The AO needs to verify whether the registration has been canceled by the PCIT/CIT. (Para
34.4)

Where the trust or institution has received donations, whether all the donations are

voluntary. (Para 18)
Whetherthe donationsin kind have been duly accounted for. (Para 18)

Whether the anonymous donations have been offered for taxation as per the provisions

of section 115BBC. (Para 20)

Whether the trust or institution is carrying out commercial activities and if so, whether
the commercial activities are incidental to the objects of the trust and separate accounts
are maintained. In case of any of these two violations, viz. carrying out non-incidental
activities or carrying out incidental activities without separate books of account, it will
be a specified violation, and a reference is required to be made to the PCIT/CIT for the

cancellation of registration. (Para 14)

In case of GPU, whether the incidental commercial activities are within the range of 20%
failing which the exemption is denied and the net income computed as per the
provisions of 22nd and 23rd proviso to clause (23C) of section 10 or sub-section (10) and
(11) of section 13 of the Act becomes taxable with effect from AY 2023-24 (upto AY 2022-
23, exemption will be denied in such cases as per the provisions of 18th proviso to clause

(23C) of section 10 or sub-section (8) of section 13 of the Act). (Para 14.3)

As per the decision of the Hon'ble Supreme Court in AUDA, any activity is a commercial

activity, ifthe markup on the activity is above the nominal markup. (Para 14.2)
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Hon’ble Supreme Court has also ruled in the AUDA case that the facts of each year are to
be examined separately and therefore even if for a particular year, the courts have
decided that the activities are not commercial, the facts of each of the year are to be

examined separately. (Para 14.2)

Whether 85% of the income has been applied during the year for charitable or religious

purposesinIndiaas perthe objects of the trust orinstitution. (Para 23)

Corpus donations given by the donors with a specific instruction that such donations
shall form part of the corpus, need not be applied. If any application is made by the trust
or institution out of corpus, such application should not be considered for the
computation of the mandatory 85% application out of current years’income (other than

corpus).(Para21)
Interest and other regularincome on corpus is not corpus and needs to be applied. (Para 21)

Sometimes, anincome received by the trust orinstitution is directly taken to the balance
sheet and the trust or institution never applies such income. The AO needs to examine
whether such funds are in the nature of the corpus. The same is required to be applied if

found nottobeinthe nature of corpus.(Para21)

The application ofincome needs to satisfy the following conditions (similar provisionsin

firstregime are elaborated in subsequent paragraphs) (Para 23)
i.  ApplicationshouldbeinIndia[section11(1)(a)and 11(1)(b)]

ii.  Donation towards corpus not allowed [Explanation 2 to sub-section (1) of section
11]Finance Act,2017 (wef AY 18-19)

iii. Donation to other trusts or institutions: only 85% allowed [Clause (iii) of
Explanation 4 to sub-section (1) of section 11] Finance Act, 2023 (wef AY 24-25)
(upto AY 2023-24,100 % application shall be allowed).

iv. Section 40(a)(ia) (No TDS-30% application is disallowed) [Explanation 3 to sub-
section (1) of section 11] Finance Act, 2018 (wef AY 19-20)

v. Section 40A(3)/(3A): application in cash is disallowed >Rs.10,000 [Explanation 3 to
sub-section (1) of section 11] Finance Act, 2018 (wef AY 19-20)

vi. Nocarryforward is allowed [Explanation 5 to sub-section (1) of section 11] Finance
Act, 2021 (wef AY 22-23)

vii. Actual paymentbasis (Explanationto section 11) Finance Act, 2022 (wef AY 22-23)

viii. Nobenefitto specified persons[section 13(1)( c)]
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Donation to any trust or institution which is not registered under clause (23C) of section
10 or section 12AB, or to a trust or institution which has different objectives shall not

qualify as application. (Para 23)

No part of the income of the trust or institution shall be applied beyond the objects of
the trust or institution. That is a specified violation and reference is required to be made
tothe PCIT/CIT. (Para 23)

No part of the income should be applied outside India except with the specificapproval
ofthe CBDT [clause (c) of sub-section 1 of section 11]. (Para 23)

If the trust or institution can not apply 85% of its income, it may accumulate for 1 year by
filing form 9A or for 5 years by filing form 10. Form 9A does not apply to the first regime.
(Para27)

Such accumulated income (Form 10) is required to be applied in 5 years and if not applied

within 5 years, the sameis taxable as per the provisions of section 115BBI. (Para 34.2)
Donations can not be made out of the accumulatedincome. (Para 27)

The trust or institution shall not pass on any benefit to the related persons and if that is
done, such amount is taxable as per the provisions of section 115BBI, and a penalty is
required to be levied as per the provisions of section 271AAE with effect from AY
2023-24 [Upto AY 2022-23 exemption is not allowed in such cases as per the provisions
of section 13(1)© )]. (Para 33)

The trust or institution should invest all the funds in the modes prescribed u/s 11(5) and
any violation will make such amount taxable as per the provision of section 115BBI with
effect from AY 2023-24 [up to AY 2022-23 exemptions is not allowed in such cases as per
the provisions of section 13(1)(d)]. (Para 29)

The trust or institution should maintain the books of account prescribed under rule
17AA, failing which the exemption is denied and the net income computed as per the
22nd and 23rd proviso to clause (23C) of section 10 and sub-section (10) and (11) of
section 13 of the Act becomes taxable with effect from AY 2023-24 [upto AY 2022-23

there was no specific provision to maintain books of account]. (Para 30)

The trust orinstitution should furnish the return of income within time, failing which the
exemption is denied and the netincome computed as per the 22nd and 23rd proviso to
clause (23C) of section 10 and sub-section (10) and (11) of section 13 of the Act becomes
taxable with effect from AY 2023-24 [upto AY 2022-23 exemptionsis notallowed in such
cases as per the provisions of clause (ba) of sub-section (1) of section 12A of the Act].
(Para31)
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aa) The trust or institution should get its accounts audited within time, failing which the
exemption is denied and the netincome computed as per the 22nd and 23rd proviso to
clause (23C) of section 10 and sub-section (10) and (11) of section 13 of the Act becomes
taxable with effect from AY 2023-24 [upto AY 2022-23 exemptionsis not allowed in such
cases as per the 10th proviso to clause (23C) of section 10 or clause (b) of sub-section (1)

of section 12A of the Act]. (Para32)

bb) Thetrustorinstitution approved under section 80G(5) also needs to furnish a statement
of donation each yearin form no 10BD as per clause (vii) of sub section (5) of section 80G

ofthe Act. (Para 18)

cc) The trust or institutions are allowed to claim either the depreciation or cost of

acquisition of the capital assetas application. (Para 24)

dd) The C&AG in its report on NPO sector in 2022 has given certain crucial findings.

Executive summary of these findingsis reproduced in Annexure-B.

12. CHARITABLE PURPOSE

12.1  Asperclause (15) of section 2 of the Act, "charitable purpose” includes:-
a) reliefofthe poor
b) education
c) yoga
d) medicalrelief
e) preservationof the environment (including watersheds, forests, and wildlife)
f)  preservation of monumentsor places orobjects of artistic or historicinterest,and

g) theadvancementofanyotherobjectof General Public Utility (GPU).

12.2  Trusts of institutions can be formed with one or more of the charitable or religious purposes.
Where a trust or institution has not been established under an instrument, the Assessing
Officer should verify the objects for which the trust or institution has been created and
whether those objects have been adhered to by the trust or institution. If the trust or
institution carries out any activity beyond its objects, it will become a specified violation, and
areferenceis required to be sent to the PCIT/CIT for the cancellation of the registration of the
trust or institution as per the provisions of sub-section (4) of section 12AB or the 15th proviso

to clause (23C) of section 10 of the Act.
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12.3  Reference to the PCIT/CIT is required to be made as per the provisions of the 2nd proviso to

sub-section (3) of section 143 of the Act. Once such reference is made, time barring date for

assessment will get covered under exclusion provisions as per clause (xiii) of the Explanation

(1) to section 153 of the Act by a period commencing from the date on which the Assessing

Officer makes a reference to the Principal Commissioner or Commissioner under the second

proviso to sub-section (3) of section 143 and ending with the date on which the copy of the

order under clause (i) or clause (iii) of the 15th proviso to clause (23C) of section 10 or clause

(ii) or clause (iii) of sub-section (4) of section 12AB, as the case may be, is received by the AO.

Verification of charitable purpose(s):-

a.

Theincome of the trust or institution shall not be applied for the benefit of any particular

religious community or caste.

If the income of the trust or institution is applied for the benefit of only those who are
members of the trust or institution or to a select group of people, that may not be a

public charitable orreligious trust orinstitution.

Charitable or religious trusts or institutions are different from mutual benefit
organizations that act for the benefit of their members. The income of mutual benefit
organizations is not exempt as per the provisions of clause (23C) of section 10 or section
11/12.

The AO should examine whether the activities carried out by the trust or institution fall
within clause (15) of section 2 of the Act, as well as the objects of the trust that have been
approved or registered by the CPC/CIT as per the registration certificate in form
10AC/10AD.

Evenif a particular activity carried out by the trust or institution is covered under clause
(15) of section 2 of the Act but the same is not covered under the object clause of the
registered trust deed/memorandum of the society/company, carrying out of such
activity shall result in a specified violation and a reference for the cancellation of

registration/approval is required to be made to the PCIT/CIT.

Hon’ble Supreme Court in Sole Trustee Loka Shikshana Trust vs Commissioner Of
Income Tax has held that education means formal education and therefore, the AO
should verify whether the courses conducted by the education institutions are
approved by theregulators such as UGC/AICTE/CBSE/State Boards, etc.

AO should verify whether the trust or institution claiming exemption as GPU is a
commercial enterprise running on the commercial lines. In such cases, the benefit of

exemption shall not be allowed.
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13. HON'BLE SUPREME COURT DECISION IN NEW NOBLE
EDUCATIONAL SOCIETY

13.1  Sub-clause (vi) and (via) of clause (23C) contain a specific condition that it should exist solely
for educational purposes/ philanthropic purposes and not for purposes of profit. The

relevant sub-clauses are reproduced below:

“(vi) any university or other educational institution existing solely for educational
purposes and not for purposes of profit, other than those mentioned in sub-clause (iiiab)
or sub-clause (iiiad) and which may be approved by the Principal Commissioner or

Commissioneror

(via) any hospital or other institution for the reception and treatment of persons suffering
from illness or mental defectiveness or for the reception and treatment of persons during
convalescence or of persons requiring medical attention or rehabilitation, existing solely
for philanthropic purposes and not for purposes of profit, other than those mentioned
in sub-clause (iiiac) or sub-clause (iiiae) and which may be approved by the Principal

Commissioneror Commissioner”

13.2  Recently Hon'ble Supreme Court in the case of M/S NEW NOBLE EDUCATIONAL SOCIETY
(civil appellate jurisdiction civil appeal no. 3795 of 2014 in the case of M/s New Noble

Educational Society versus the Chief Commissioner of Income Tax) held as follows:

a. Therequirement of the charitable institution, society trust or institution, etc., to‘solely’
engage itself in education or educational activities, and not engage in any activity of
profit, meansthat suchinstitutions cannot have objects that are unrelated to education.
In other words, all objects of the society, trust, etc., must relate to imparting education

or be about educational activities.

b. Where the objective of the institution appears to be profit-oriented, such institutions
would not be entitled to claim exemption under Section 10(23C) of the Act. At the same
time, where surplus accrues in a given year or set of years per se, it is not a bar, provided

such surplusis generated in the course of providing education or educational activities.

13.3 Therefore, in case of an educational or medical institution referred to under sub-clause (vi)
and (via) of clause (23C) of section 10, the AO shall verify whether the activities of the trust or
institution are being carried out solely for the purposes for which the trust or institution is

approved and whetheritis profit oriented.
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14. COMMERCIALACTIVITIES

14.1  Thereare 3 different provisions related to commercial activities:-
a) Commercial activities by GPU.

b) Incidental commercial activities (7th proviso to clause (23C) of section 10 or sub-

section(4A) or section 11.
c¢) Commercialactivities as persub-section (4) of section 11.

14.2  Where the trust or institution is carrying out commercial activities, the following aspects are

required to be examined:

a) As per the decision of the Hon’ble Supreme Court in AUDA [civil appeal no. 21762 of
2017 in the case of Assistant Commissioner of Income Tax (Exemptions) versus
Ahmedabad Urban Development Authority], an activity is a commercial activity if the

markup on the activity isabove the nominal markup.

b) The Hon’ble Supreme Court has also ruled in the AUDA case that the facts of each year
are to be examined separately and therefore, even if for a particular year, the courts have
decided that the activities are not commercial, the facts of each of the year are to be

examined separately.
14.3 Commercial activities by GPU

14.3.1 Provisoto clause (15) of section 2 provides that the advancement of any other object of a GPU

shall not be a charitable purpose, if:

a) itinvolvesthe carrying on of any activity in the nature of trade, commerce, or business,

orany activity of rendering any service about any trade, commerce, or business; and

b) such activity is for a cess or fee or any other consideration, irrespective of the nature of

use orapplication, or retention, of theincome from such activity, unless—

i. such activity is undertaken in the course of actual carrying out of such

advancementof any other object of GPU; and

ii. theaggregate receipts from such activity or activities during the previous year, do
not exceed twenty percent of the total receipts of the trust or institution

undertaking such activity or activities, of that previous year;

14.3.2 Proviso to section 2(15) is also applicable in the cases of trust or institution registered under

clause (23C) of section 10, as per 18th proviso to clause (23C) of section 10.

e fr—



14.3.3

14.4

14.4.1

14.4.2

14.5

14.5.1

In the case of GPU, it needs to be examined whether the incidental commercial activities are
within the range of 20%, failing which the exemption is denied and the net income
computed as perthe 22nd and 23rd proviso to clause (23C) of section 10 and sub-section (10)
and (11) of section 13 of the Act becomes taxable. (up to AY 2022-23, exemption will be
denied in such case as per the 18th proviso to clause (23C) of section 10 or sub-section (8) of
section 13 of the Act).

Incidental commercial activities (7th proviso to clause (23C) of section 10 or sub-

section(4A) of section 11

Where the trust or institution (whether GPU or any other trust or institution) carries out any
business activity and such businessis notincidental to the attainment of the objectives of the
trust or institution business activity is incidental but or separate books of account are not
maintained by such trust or institution, it shall be a specified violation as per the provisions of
sub-section (4) of section 12AB or the 15th proviso to clause (23C) of section 10 of the Actand
areferenceis required to be sent to the PCIT/CIT for the cancellation of the registration of the

Trustorinstitution.

Reference to the PCIT/CIT is required to be made as per the provisions of the 2nd proviso to
sub-section (3) of section 143 of the Income-tax Act. Once such reference is made, time
barring date for assessment will get covered under exclusion provision as per clause (xiii)of
the Explanation (1) to section 153 of the Act by a period commencing from the date on which
the Assessing Officer makes a reference to the Principal Commissioner or Commissioner
under the second proviso to sub-section (3) of section 143 and ending with the date on which
the copy of the order under clause (ii) or clause (iii) of the 15th proviso to clause (23C) of
section 10 or clause (ii) or clause (iii) of sub-section (4) of section 12AB, as the case may be, is
received by the AO.

Commercial activities as per sub-section (4) of section 11

Where the“property held under trust”includes a business undertaking so held, income from
such business undertaking shall also be exempt subject to the conditions as per the
provisions of sub-section (4) of section 11 of the Act. In such cases, the AO needs to compute
theincome of the business undertaking as per the provisions of the Act and where income so
computed exceeds the income shown in the books of accounts of the trust or institution,
such excess shall be taxable.The AO shall also verify whether separate books of account have

been maintained by the trust orinstitution.

Verification of commercial activities:

a) The Assessing Officer may examine whether any TDS u/s 194C/J/H of the Act has been
deducted in the case of the trust or institution. This information is available to the AO as
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15.

15.1

per the AlS statement. TDS u/s 194C is deducted for carrying out contractual work and
TDS u/s 194) is deducted for rendering professional services. If the trust or institution
has disclosed certain receipts on which TDS under any of these sections has been
deducted, then it needs to be verified whether these receipts are from any business
activity or not and secondly, whether such business activity is incidental to the main

activities of the trust orinstitution or not.

The Assessing Officer may examine whether separate books of accounts are maintained
by the trust or institution for trade or business activities claimed to be incidental as

required by section 11(4A) or 7th proviso to clause(23C) of section 10..

The Assessing Officer may examine whether the business activities carried out by the
trust or institution are incidental to carrying out the main activities and are emanating

from the main activities.

The Assessing Officer may examine whether the trust or institution is carrying out any
activity like GPU.The AO should carefully examine the objects of trust or institution and
whether charitable activities are actually being undertaken. Whether the activities are
in the nature of the first six limbs of section 2(15) may also be examined by information
available in the public domain, physical verifications, verifications from third parties
such as the District Authorities where charitable activities were carried out or from
different government agencies for whom projects were carried out by the trust or

institution.

The PCIT/CIT while issuing the certificate of registration may specifically mention the
category of charitable activities for which registration is granted. The AO should
carefully go through the registration documents to examine whether the trust or
institution has adhered to the nature of activities as per the registration document

granted.

CHANGE OF OBJECTS OF THETRUST ORINSTITUTION

Where there have been changes in the objects of the trust or institution during the previous

year, the Assessing officer needs to verify whether such amended objects have been

approved by the PCIT/CIT from which date such amendments are effected and whether

those objects have been adhered to by the trust orinstitution. If the trust or institution carries

out any activity beyond its objects, it will become a specified violation, and a reference is

required to be sent to the PCIT/CIT for the cancellation of the registration of the trust or

institution as per the provisions of sub-section (4) of section 12AB or the 15th proviso to
clause (23C) of section 10 of the Act.
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16. INCOME

16.1  The term “income” has been defined under clause (24) of section 2 of the Act to include
several specified things. It is noteworthy that the definition, although very wide in scope, is
still only an inclusive one, and not an exhaustive or exclusive one. In other words, in addition
to the things specifically mentioned under Section 2(24), such other things which the word

signifiesin natural orcommon usage will also fall within the meaning of “income”.

Verification ofIncome:

a) The Assessing Officer may examine whether any income has been directly credited to
the balance sheet in Reserve and Surplus. Some examples may be development fees,
membership fees etc directly taken to the balance sheet. 85% of the entire income is
required to be applied and any shortfall, unless accumulated as per the provisions of the

Act,istaxable.

b) The Assessing Officer may examine whether income arising out of investments has
beendirectly taken to the balance sheetand added to theinvestment. Suchincomealso

needs to be applied for charitable purposes.

c¢) The Assessing Officer may examine whether any income has been reported to the
Income Tax Department, by any reporting entity, that has not been disclosed by the
trust or institution in its computation of income. Such information can be accessed

through AlSinformationinthe ITBA/ITD system.

d) The AO should examine whether all the assets of trust/institutions are being used for
charitable purposes especially immovable properties. A list of immovable properties
may be called for. There may be instances where the trust properties are occupied/used
by the trustees or their relatives for their personal use or running their businesses etc. At
times such properties may not be visible from the balance sheet since they may have
been received as donations in kind and may not have been recorded in the books of

account.

e) The AO should examine whether the resources of the trust/institution have been used
for the personal benefits of trustees or other specified persons. There may be instances
where the employees of trust are used for the personal benefit of trustees. Recording of

statements of such persons may reveal their actual usage.
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17.

17.1

17.2

17.3

18.

18.1

RECEIPTS FROMINCIDENTAL OBJECTS

Where the trust orinstitution has declared substantial receipts from incidental objects in the
schedule Al of ITR, the AO may verify whether the receipts are from a business which is
incidental to the attainment of the objects of the trust or institution and whether the

exemption claimed onaccount of the sameis correct.

If a trust or institution has applied any income for any purpose other than the purpose for
which the trust or institution is registered, it shall be a specified violation. Further, if a trust or
institution has any income from business activities that are not incidental to the attainment
of its objectives, it shall also be a specified violation. A reference in cases of specified
violations is required to be sent to the PCIT/CIT for the cancellation of the registration of the
trust or institution as per the provisions of sub-section (4) of section 12AB or the 15th proviso
to clause (23C) of section 10 of the Act.

Reference to the PCIT/CIT is required to be made as per the 2nd proviso to sub-section (3) of
section 143 of the Act. Once such reference is made, time barring date for assessment will get
covered under exclusion provisions as per clause (xiii)of the Explanation (1) to section 153 of
the Act by a period commencing from the date on which the Assessing Officer makes a
reference to the Principal Commissioner or Commissioner under the second proviso to sub-
section (3) of section 143 and ending with the date on which the copy of the order under
clause (i) or clause (iii) of the 15th proviso to clause (23C) of section 10 or clause (ii) or clause

(iii) of sub-section (4) of section 12AB, as the case may be, is received by the AQ.

DONATIONS

As per the provisions of sub-clause (iia) of clause (15) of section 2 of the Act, voluntary
contributions (donations) received by these entities from their donors shall form part of their
income.The Act deals with such voluntary contributions which are deemed to be theincome
of the trust or institutions under sub-clause (iia) of clause(24) of section 2 of the Act primarily

inthree ways.

a) Firstly, anonymous contributions (if any) out of these are dealt with in the manner
provided under 16th proviso to clause(23C) of Section 10 or Section 13(7) and section
115BBC.

b) Secondly, voluntary contributions which are in the nature of corpus donations are
eligible for exemption (i.e., rules regarding the extent of application or accumulation of
income do not apply to corpus donations) under Explanation 1 to the 3rd proviso to
clause (23C) of Section 10 or Section 11(1)(d).
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Thirdly, voluntary contributions, which are neither anonymous nor corpus donations,
are eligible for exemption under the other provisions of clause(23C) of section 10 or

Section 11, subject to the fulfillment of conditions specified therein.

Verification of Donations:

a)

The Assessing Officer may examine whether all voluntary contributions have been
shown as income by the trust or institution. The donation register/receipt register may
be examined in this regard. Examination of bank statements may also reveal some

receipts thathave notbeen accounted for by the trust orinstitution.

A report by banks of charitable institutions is also filed with FIU. In appropriate cases,
request may be made to FIU regarding the bank accounts maintained by the trust or

institution which may reveal some undisclosed accounts.

The Assessing Officer may examine whether the receipts, declared as voluntary
contributions, are in the nature of donations or receipts for carrying out some work or
rendering services. In case, the receipts are for rendering services, the applicability of
provisions of sections 11(4), 11(4A) and proviso to section 2(15) need to be examined. In
case TDS has been deducted on such transactions under section 194C/J, the same

would bereflectedin Form 26AS whichis availableto AO as a part of AlS.

Copy of grant letters and agreements may also be examined to ascertain the true nature

of receipt.

The Assessing Officer may examine whether the records with respect to the identity of
the donors are maintained by the trust or institution. In case such records are not
maintained, donations may be anonymous donation taxable u/s 115BBC as per the
provisions of section 115BBC in the case of charitable institutions. In some cases,
donations may not have been given by such a person. AO may verify such cases on a

sample basis by sending notices to the donors.

In case of suspicious foreign donations, a request may be made to the FT&TR Division of

CBDT to getinformation from respective countries about the genuineness of donations.

Trusts or institutions are required to furnish form 10BD providing the details of all the
donors. Form 10BD may be reconciled with the donations disclosed by the trust or

institution asincome.
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19.

19.1

19.2

19.3

20.

20.1

20.2

20.3

FOREIGNDONATIONS RECEIVED BY THETRUST ORINSTITUTION

Where the trust or institution has received foreign donations during the current year,
whether the trust or institution received foreign contribution/ donation in compliance with
the provisions of the Foreign Contribution Regulatory Act, 2010 may be verified. The tax

treatment of the same may also be examined.

If a trust or institution has not complied with the provisions of the Foreign Contribution
Regulation Act and the order, direction, or decree, holding that such non-compliance has
occurred, has either not been disputed, or has attained finality, it shall be a specified
violation. A reference in cases of specified violations is required to be sent to the PCIT/CIT for
the cancellation of the registration of the trust or institution as per the provisions of sub-

section (4) of section 12AB or 15th proviso to clause (23C) of section 10 of the Act.

Reference to the PCIT/CIT is required to be made as per the provisions of the 2nd proviso to
sub-section (3) of section 143 of the Act. Once such reference is made, time barring date for
assessment will get covered under exclusion provisions as per clause (xiii)of the Explanation
(1) to section 153 of the Act by a period commencing from the date on which the assessing
officer makes a reference to the Principal Commissioner or Commissioner under the second
proviso to sub-section (3) of section 143 and ending with the date on which the copy of the
order under clause (ii) or clause (iii) of the 15th proviso to clause (23C) of section 10 or clause

(i) or clause (iii) of sub-section (4) of section 12AB, as the case may be, is received by the AO.

ANONYMOUS DONATIONS

If the trust or institution (other than a religious institution) is receiving donations and does
not maintain a record of the identity indicating the name and address of the person making
such donation, such donation will be treated as anonymous donation which is taxable as per

the provision of section 115BBC of the Act.

As per the provisions of section 115BBC, anonymous donations received in excess of the

higher of the following, are taxable:—

a. fivepercentofthetotal donationsreceived by the trust orinstitution; or
b. onelakhrupees,and

Anonymous donations are not taxableif they are received by:-

a. anytrustorinstitution created or established wholly for religious purposes;
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21.

21.1

21.2

b. any trust or institution created or established wholly for religious and charitable
purposes other than any anonymous donation made with a specific direction that such
donation is for any university or other educational institution or any hospital or other

medical institution run by such trust orinstitution.

Verification of Anonymous Donations:

a) The Assessing Officer may examine whether the names and addresses of all the donors

have been submitted by the trust orinstitution.

b) The Assessing Officer may examine whether the trust or institution has been registered
u/s 80G. In such cases religious activities cannot exceed 5% of its total income during
the previous year. Since, exemption from section 115BBC is generally available only to
religious institutions, hence generally both benefits u/s 80G and exemption for

anonymousdonationsu/s 115BBC, exceeding the specified limit, may not be allowed.

c) Trusts or institutions are required to furnish form 10BD providing the details of all the
donors. Form 10BD may be reconciled with the donations disclosed by the trust or

institutionasincome.

CORPUS DONATIONS

As per the provisions of Explanation 1 to the third proviso to clause (23C) of section 10 and
clause (d) of sub-section (1) of section 11 of the Act, voluntary contributions received by the
trust or institution with a specific direction that they shall form part of the corpus of the trust
or institution are not required to be applied, subject to the condition that such voluntary
contributions are invested or deposited in one or more of the forms or modes specified in
sub-section (5) maintained specifically for such corpus. If such donations have to be treated

as corpus donations, the AO needs to verify the following:-

a) Thereis a specific direction from the donor that the voluntary contribution shall form

part of the corpus.

b) Thedonations are invested or deposited in one or more of the forms or modes specified

in sub-section (5) of section 11.

c) Suchinvestmentsordeposits are maintained specifically for such corpus donations.

With effect from AY 2022-23, as per the provisions of clause (i) of Explanation 2 to 3rd proviso
to clause (23C) of section 10, application from the corpus is not treated as an application for
charitable or religious purposes. However, when it is invested or deposited back into the

corpus, such an amount is treated as an application. With effect from AY 2023-24, the
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following further conditions are required to be satisfied to claim application at the time of

replenishment of corpus:-
a) Applicationfrom corpusshould have been made on orafter01.04.2021.

b) Replenishment should take place within 5 years of the previous year in which the

application was made.
c¢) Applicationfrom corpus should have satisfied the following conditions:-

i.  Donationtowardscorpusnotallowed[12th proviso] Finance Act, 2017 (wef AY 18-19)

ii. Donation to other trusts: only 85% allowed [Clause (iii) of Explanation 2 to the third
proviso] Finance Act, 2023 (wef AY 24-25)

iii. Section 40(a)(ia) (No TDS-30% application is disallowed) (13th proviso) Finance
Act, 2018 (wef AY 19-20)

iv. Section 40A(3)/(3A): application in cash > Rs. 10,000 is disallowed (13th proviso)
Finance Act, 2018 (wef AY 19-20)

v. Nocarryforward is allowed [Explanation 2 to clause (23C)] Finance Act, 2021 (wef
AY 22-23)

vi. Actual paymentbasis [Explanation 3toclause (23C)]Finance Act, 2022 (wef AY 22-23)

vii. No benefit to specified persons [21st proviso to clause (23C)] Finance Act, 2022
(wef AY 23-24).

21.3  With effect from AY 2022-23, as per the provisions of clause (i) of Explanation 4 to sub-section

(1) of section 11, an application from the corpus is not treated as an application for charitable
or religious purposes. However, when it is invested or deposited back into the corpus, such
an amount is treated as an application. With effect from AY 2023-24, the following further
conditions are required to be satisfied to claim application at the time of replenishment of
corpus:-

a) Applicationfrom corpus should have been made on or after01.04.2021.

b) Replenishment should take place within 5 years of the previous year in which the

application was made.
c) Applicationfrom corpus should have satisfied the following conditions:-
i.  ApplicationshouldbeinIndia[section11(1)(a)and 11(1)(b)]

ii.  Donation towards corpus not allowed [Explanation 2 to sub-section (1) of section
11]Finance Act, 2017 (wef AY 18-19)

ii. Donation to other trusts or institutions: only 85% allowed [Clause (iii) of
Explanation4to sub-section (1) of section 11] Finance Act 2023 (wef AY 24-25)

iv. Section 40(a)(ia) (No TDS-30% application is disallowed) [Explanation 3 to sub-
section (1) of section 11] Finance Act, 2018 (wef AY 19-20)
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Replenishment /repaid

v. Section40A(3)/(3A): applicationin cash > Rs. 10,000 is disallowed [Explanation 3 to
sub-section (1) of section 11] Finance Act, 2018 (wef AY 19-20)

vi. Nocarryforwardisallowed [Explanation 5 to sub-section (1) of section 11] Finance
Act, 2021 (wef AY 22-23)

vii. Actual paymentbasis (Explanationto section 11) Finance Act, 2022 (wef AY 22-23)

viii. Nobenefitto specified persons[section 13(1)( c))]

10(23C)-third proviso-
Explanation 2

_, Not towards corpus
Application Not allowed
Section 11(1)-

Explanation-4 Not in cash

Application before TDS deduction
01.04.21 not allowed
to be re-plenished Actual payment

of corpus/
repayment of Allowed Repienishment No carry forward
oan within 5 years of the

original application No benefit to

specified person

Conditions to be In Indi
satisfied AL

Verification of Corpus Donations:

a)

The Assessing Officer may examine whether the receipts claimed to be corpus donation

by the trust orinstitution qualify the following conditions:
Thereceiptisinthe nature ofthe donation
The donationis made voluntarily
The donorgives a specificdirection that the donationis forthe corpus

If the trust or institution has received fees from the applicant members/students, it will
not be in the nature of the donation since donation is made voluntarily without any
expectation of return. Secondly, the term 'voluntary'indicate the discretion of the donor
both in terms of donating and the quantum of the donation. In this case, the person
giving money to the trust or institution does not have discretion in terms of the amount
to be paid then this cannot be regarded as a corpus donation. For example, in case of
membership fees etc., there is no discretion regarding the amount to be paid. Lastly,
there has to be a specific direction of donation towards corpus which can arise only

when the donor hasan option to choose.



22.

22.1

22.2

The Assessing Officer may examine whether a corpus donation has been received from
another organization on or after A.Y. 18-19.n such cases, as per Explanation 2 to section

11, such donor will not be eligible to claim such donation as an application.

The Assessing Officer may examine whether the corpus donations claimed by the trust
or institution are genuine. In case the source of the donations is not found to the

genuine, provisions of section 68 read with section 115BBE may be examined.

The Assessing Officer may examine whether the receipts claimed to be corpus
donations by the trust or institution are meant for permanent funds. Corpus donation
means voluntary contribution towards permanent funds which had been given with a
specific direction and therefore, it cannot be used in any manner contrary to the
direction of the donor. Normally, diversion of the corpus fund for any other purpose is a
clear violation of the specific direction of the donor and also against the spirit of the

applicablelaws of the land.

The Assessing Officer may examine whether any income from the corpus fund has also
been treated as corpus donation. The income from the corpus fund has to be treated as

income and 85% thereof needs to be applied.

In certain cases, corpus donations may be used as a means of tax evasion since the
donor gets tax deductions u/s 80G, and the donee’s income is also exempt without
mandatory 85% application. In cases where the AO has reasons to doubt, a detailed
investigation may be carried out into the bank statements of both donor and donee to
find out instances of cash withdrawal if any, the communication between donor and
donee should also be examined to verify the intention of the donor, instances of
donations by the same donor to other donees during the same period may also help
ascertain the genuineness of transactions.

BORROWED FUNDS BY TRUSTORINSTITUTION

Where any trust or institution has filed details of borrowed funds, it may be examined

whether application from such borrowings have been claimed as application for charitable

orreligious purposes and the allow ability thereof.

With effect from AY 2022-23, as per the provisions of clause (ii) of Explanation 2 to 3rd proviso

to clause (23C) of section 10, application from loan or borrowing shall not be treated as

application for charitable orreligious purposes. However, whenitis repaid, suchan amount s

treated as an application. With effect from AY 2023-24, the following further conditions are

required to be satisfied to claim application at the time of repayment of loan or borrowing:-
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a) Applicationfromloanorborrowingshould have been made on orafter01.04.2021.

b) Repayment should take place within 5 years of the previous year in which the
application was made.

¢) Applicationfromloanorborrowing should have satisfied the following conditions:-

Vi.

Vii.

Donation towards corpus notallowed [12th proviso] Finance Act, 2017 (wef AY 18-19)

Donation to other trusts or institutions: only 85% allowed [Clause (iii) of
Explanation 2 to the third proviso] Finance Act, 2023 (wef AY 24-25)

Section 40(a)(ia) (No TDS-30% application is disallowed) (13th proviso) Finance
Act, 2018 (wef AY 19-20)

Section 40A(3)/(3A): application in cash > Rs. 10,000 is disallowed (13th proviso)
Finance Act, 2018 (wef AY 19-20)

No carry forward is allowed [Explanation 2 to clause (23C)] Finance Act, 2021 (wef
AY 22-23)

Actual payment basis [Explanation 3 to clause (23C)] Finance Act, 2022 (wef AY 22-23)

No benefit to specified persons [21st proviso to clause (23C)] Finance Act, 2022
(wef AY 23-24).

22.3  Witheffectfrom AY 2022-23, as per the provisions of clause (ii) of Explanation 4 to sub-section
(1) of section 11, an application from loan or borrowing shall not be treated as an application
for charitable or religious purposes. However, when it is repaid, such an amount is treated as
an application. With effect from AY 2023-24, the following further conditions are required to
be satisfied to claim application at the time of repayment of loan or borrowing:-

a) Applicationfromloanorborrowing should have been made on orafter01.04.2021.

b) Repayment should take place within 5 years of the previous year in which the
application was made.

¢) Applicationfromloan or borrowing should have satisfied the following conditions:-

Applicationshould beinIndia[section 11(1)(a)and 11(1)(b)]

Donation towards corpus not allowed [Explanation 2 to sub-section (1) of section
11]Finance Act, 2017 (wef AY 18-19)

Donation to other trusts or institutions: only 85% allowed [Clause (iii) of
Explanation4tosub-section (1) of section 11] Finance Act, 2023 (wef AY 24-25)

Section 40(a)(ia) (No TDS-30% application is disallowed) [Explanation 3 to sub-
section (1) of section 11] Finance Act, 2018 (wef AY 19-20)
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23.

23.1

23.2

23.3

234

23.5

v. Section40A(3)/(3A): applicationin cash > Rs. 10,000 is disallowed [Explanation 3 to
sub-section (1) of section 11] Finance Act, 2018 (wef AY 19-20)

vi. Nocarryforwardisallowed [Explanation 5 to sub-section (1) of section 11] Finance
Act, 2021 (wef AY 22-23)

vii. Actual paymentbasis (Explanationtosection 11) Finance Act, 2022 (wef AY 22-23)

viii. Nobenefittospecified persons[section 13(1)(c)]

APPLICATION OF INCOME

Every trust orinstitution should apply atleast 85% of itsincome during the year for charitable

orreligious purposes for whichitis registered.

If a trust or institution has applied any income for any purpose other than the purpose for
which the trust or institution is registered, it shall be a specified violation, and a reference is
required to be sent to the PCIT/CIT for the cancellation of the registration of the trust or
institution as per the provisions of sub-section (4) of section 12AB or the 15th proviso to

clause (23C) of section 10 of the Act.

Reference to the PCIT/CIT is required to be made as per the provisions of the 2nd proviso to
sub-section (3) of section 143 of the Income-tax Act. Once such reference is made, time
barring date for assessment will get covered under exclusion provision as per clause (xiii)of
the Explanation (1) to section 153 of the Act by a period commencing from the date on which
the assessing officer makes a reference to the Principal Commissioner or Commissioner
under the second proviso to sub-section (3) of section 143 and ending with the date on
which the copy of the order under clause (ii) or clause (iii) of the 15th proviso to clause (23C)
of section 10 or clause (ii) or clause (iii) of sub-section (4) of section 12AB, as the case may be,

isreceived by the AO.

As per the provision of Explanation 3 to clause (23) of section 10 and Explanation to section
11, the application shall be allowed only when the sum is actually paid by the trust or
institution. As per the proviso to these Explanations, the sum paid shall not be allowed as an
application during the previous year, if the same has been claimed as an application during

any previous year prior to the current previous year.

In case of a trust or institution approved under clause (23C) of section 10, application should

satisfy the following further conditions:-

i. Donationtowards corpusnotallowed[12th proviso] Finance Act, 2017 (wef AY 18-19)
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Vi.

Vii.

Donation to other trusts: only 85% allowed [Clause (iii) of Explanation 2 to the third

proviso] Finance Act, 2023 (wef AY 24-25)

Section 40(a)(ia) (No TDS-30% application is disallowed) (13th proviso) Finance Act,
2018 (wef AY 19-20)

Section 40A(3)/(3A): application in cash > Rs. 10,000 is disallowed (13th proviso)
Finance Act, 2018 (wef AY 19-20)

No carry forward is allowed [Explanation 2 to clause (23C)] Finance Act, 2021 (wef AY
22-23)

Actual payment basis [Explanation 3 to clause (23C)] Finance Act, 2022 (wef AY 22-23)

No benefit to specified persons [21st proviso to clause (23C)] Finance Act, 2022 (wef AY
23-24).

23.6 Incase of a trust or institution registered under section 12AB, application should satisfy the

following further conditions:-

Vi.

Vii.

Applicationshould beinIndia[section 11(1)(a)and 11(1)(b)]

Donation towards corpus not allowed [Explanation 2 to sub-section (1) of section 11]

Finance Act, 2017 (wef AY 18-19)

Donation to other trusts or institutions: only 85% allowed [Clause (iii) of Explanation 4 to

sub-section (1) of section 11] Finance Act, 2023 (wef AY 24-25)

Section 40(a)(ia) (No TDS-30% application is disallowed) [Explanation 3 to sub-section
(1) of section 11] Finance Act, 2018 (wef AY 19-20)

Section 40A(3)/(3A): applicationin cash > Rs. 10,000 [Explanation 3 to sub-section (1) of
section 11] Finance Act, 2018 (wef AY 19-20)

No carry forward is allowed [Explanation 5 to sub-section (1) of section 11] Finance Act,
2021 (wefAY 22-23)

Actual payment basis (Explanation to section 11) Finance Act, 2022 (wef AY 22-23)

viii. Nobenefitto specified persons[section 13(1)( c)]

23.7 Donationtoanytrust orinstitution whichis not registered under clause (23C) of section 10 or

section 12AB or to a trust or institution which has different objectives shall not qualify as

application.
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Verification of application of Income:

a) The Assessing Officer may examine whether any fee concession, etc, has been shown
both in the income and application side of the Income & Expenditure account. It will
result in an allowance of an extra 15% application on such concession since such

concession does not form part of theincome.

b) The Assessing Officer may examine whether any capital asset was acquired out of
borrowed funds and the cost of acquisition as well as the repayment of loan has been
claimed as application. Both the claims may also be made by the trust or institution in
different years. This will result in a double deduction of the same application. The AO
should examine the financial statements and computation of income of the relevant
year in which the asset was acquired, in case if repayment of the loan is claimed during

theyear, to verify whetheritis a case of double deduction.

c¢) The Assessing Officer may examine whether the claim of application on account of
different expenses is genuine and is supported by appropriate documentary evidence.
Here, the focus of AO should be on the identification of cases of diversion of funds
through bogus or inflated expenses. It needs to be checked whether money has been
taken away from the trust or institution by booking such bogus expenses, in which case,
the entire exemption may be denied and a reference is required to be sent to the
PCIT/CIT for specified violation. However, for denial of exemption, the inquiries should
be carried out to establish linkage of siphoning of funds from trusts or institutions. The
data available from open source on the relationship between the partiesin whose name
expenses have been booked by the trust or institutions and specified persons may be
helpful. For example, in some cases, the company to whom bogus payments have been

made is owned by one of the specified persons.

d) In certain cases, the person from whom goods/services have been claimed to be
purchased/procured may not exist at all. In some such cases, the case of such persons
might have been selected in NMS (Non-Filler Monitoring System) and the notice served
on such person might have returned. The AO may enquire in to the the existence of such
parties. The names of such persons may also be searched in the list of entry operators

circulated by the department from time to time.

e) Bankstatements of third parties to whom payments have been claimed to be made by

the trust orinstitution may also be examined to verify the flow of funds.
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24.2

24.3

f) Insuitable cases, the AO can also get physical verification done to examine the existence
of the trust or institution, the genuineness of activities carried out, and to gather

information aboutany noncharitable activity carried out by the trust or institution.

g) The Assessing Officer may examine whether the application claimed is towards an
object specifically stated in the deed of registration, else such activities would be

beyond the scope of the trust/institution and would not be allowable.

h) If the trust or institution has given donations to other trusts/institutions and claimed
them as applications, the AO should verify whether the donee trustis also registered as a
charitable institution with Income Tax Department and the donationis not in the nature

of the corpus donation.

i)  The Assessing Officer may examine whether the beneficiaries are public at large or
certain private individuals. In case benefit is given by the trust or institution to certain
individuals who are related to each other by birth, caste or religion, then exemption shall

notbeavailable.

j)  The Assessing Officer may examine whether the trust or institution has been created to
give benefit to any particular religious community or caste. Religious trust is allowed to
be registered but the benefits passed on by such trust shall not be restricted to a

particular religious community or caste.

k) The bifurcation of administrative expenses has been done away with in the ITR-7 since
there is no difference between application for administrative and other purposes as per

the provisions of the Act.

CAPITALEXPENSES AND DEPRECIATION

Where the trust or institution has incurred capital expenses during the year, the correctness
of capital expenses shown as application may be verified. Also, the claim of depreciation on

accountof the same may also be examined.

As per the provisions of sub-clause (iv)/(v)/(vi)/(via) of clause (23C) of section 10 and sections
11 and 12 of the Act, the trusts need to apply a minimum of 85% of their income and while
computing such application, there is no difference between capital and revenue application.
However, the entire application has necessarily be towards the objects of the trust or

institution for charitable orreligious activitiesin India.

Though the application of capital nature is allowed, the trust can not claim both capital

expenditure and depreciation thereon with respect to the same asset. Therefore, the AO
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24.4

25.

25.1

26.

26.1

needs to verify that if capital expenditure has been claimed by the trust or institution as
application, depreciation thereon shall not be claimed in any subsequent year with respect

tothe same asset.

As per the provision of sub-section (6) of section 11 and Explanation 1 to clause (23C) of
section 10, where any income is required to be applied or accumulated or set apart for
application, then, for such purposes the income shall be determined without any deduction
orallowance by way of depreciation or otherwise in respect of any asset, acquisition of which
has been claimed as an application of income under this section in the same or any other

previousyear.

Verification of capital assets and depreciation:

a) The Assessing Officer may examine whether the trust or institution has claimed
depreciation on assets or not. With effect from A.Y. 2015-16, in case if trust or institution
claims depreciation, it needs to be verified whether the cost of the asset has also been

claimedasthe application ofincome.

b) The Assessing Officer may examine whether the trust or institution has taken a loan
against capital assets and claimed repayment of the loan as the application of income

sinceitmay resultinadouble claim of the same application.

¢) The Assessing Officer may examine whether the sale consideration of an asset on which
depreciation was claimed by the trust or institutionhas been treated in terms of

provisions of section 11(1A).

SET-OFF OF LOSSES CLAIMED

Explanation 2 to clause (23C) of section 10 and Explanation 5 to section 11 were introduced
by the Finance Act, 2021 with effect from AY 2022-23 wherein it has been clarified that
calculation ofincome required to be applied/accumulated shall be made without any set-off
or deduction or allowance of any excess application of any preceding years. The claim of set-

off of losses may be examined in this context.

APPLICATION OF INCOME OUTSIDE INDIA UNDER SECTION
11(1)©)

Where the trust or institution has applied any amount of income outside India u/s 11(1)(c), it
needs to be examined whether application ofincome outside India for charitable or religious

purposes, as perthe objects of the trust orinstitution.
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26.2 The taxability of such amount may be examined as per the provisions of section 115BBI with

effect from AY 2023-24 [up to AY 2022-23 such income was not exempt as per the provisions
ofsec11(1)(c)].

26.3  Finance Act 2022, with effect from AY 2023-24, has also inserted new section 115BBl in the

Actto provide that 30% tax shall be payable on the following:

a)

income accumulated or set apart in excess of fifteen percent of the income where such

accumulationis notallowed under any specific provisions of the Act;

deemed income referred to in Explanation 4 to the third proviso to clause (23C) of

section 10 or sub-section (3) of section 11 or sub-section (1B) of section 11; or

any income that is not exempt under clause (23C) of section 10 on account of violation
of the provisions of clause (b) of the third proviso of clause (23C) of section 10 or not to
be excluded from total income under the provisions of clause (d) of sub-section (1) of

section 13;or

anyincome whichisdeemed to be income under the twenty-first proviso to clause (23C)
of section 10 or which is not excluded from total income under clause (c) of subsection

(1) of section 13; or

any income applied outside India and which is not excluded from total income under

clause (c) of sub-section (1) of section 11.

Verification of application outside India:

a)

The Assessing Officer may examine whether a valid approval from CBDT for application
outside India is available with the trust or institution and whether the same is valid for
the previous year under consideration or not. Such notifications are issued based on the

following considerations-

i.  Whetherthetrustorinstitutionis allowed to carry out activities outside India as per

the deed of registration.

ii.  Whether the activities carried out outside India are in the nature of charitable

activitiesasdefinedin section 2(15).

iii. Whether the activities carried out outside India tend to promote International

Welfarein which Indiaisinterested.

The AO may also verify the transactions relating to foreign remittances reported in Form
15CA/15CCwhich are madeavailable tothe AOin AlS.
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27.1

27.2

27.3

274

27.5

27.6

27.7

ACCUMULATION OF INCOME

Where the trust or institution has claimed application out of accumulations during the
previous year, whether the amount applied out of accumulation was for the objects of the

trust orinstitution may be verified.

As per the provisions of sub-clause (iv)/(v)/(vi)/(via) of clause (23C) of section 10 and sections
11and 12 of the Act, the trust or institutions needs to apply a minimum of 85% of its income.
However, if the trust or institution is not able to apply 85 % of its income during the previous
year, it can accumulate the surplus as per the provisions of Explanation 3,4, and 5 of the third

proviso to clause (23C) of section 10 and sub-section (2),(3) and (3A) of section 11 of the Act.
Forsuch accumulation, the following conditions shall be satisfied:-

a) Such person furnishes a statementin Form 10 stating the purpose for which theincome
is being accumulated or set apart and the period for which the income is to be

accumulated or setapart, which shallin no case exceed five years;

b) The money so accumulated or set apart is invested or deposited in the forms or modes

specifiedin sub-section (5) of section 11 of the Act.

c) Thestatementreferred toin clause (a) is furnished by the due date specified under sub-
section (1) of section 139 for furnishing the return of income for the previous year (as per

circular6/2023).

Such accumulated income shall not be applied for giving donations to other trusts or

institutions and shall be applied only to charitable or religious activity in India.

Where such accumulated income is utilized for any purpose other than the one for which it
has been set apart or is not invested in section 11 (5) modes or not utilized within 5 years or
given as donation to any other trust or institution, it shall be taxable in the hands of the trust
or institution @ 30% as per the provisions of section 115BBI with effect from AY 2023-24
[upto AY 2022-23 such income was taxable as per the provisions of sub-section (3) or

section11].

The purpose for which the income is accumulated can be changed with the approval
ofthe AO.

Certain trusts or institutions accumulate huge income regularly and claim such income to be
applied in the following years. While carrying out the assessment, such application is also
required to be verified on the same lines as the verification of application out of current year

income.
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Verification of accumulation ofIncome:

a) The Assessing Officer may examine whether Form 10 has been filed online. The forms
filed online are available on the e-filing portal. Access to e-filing portal is available to all
the AOs. As per the provisions of section 13(9), in case of nonfiling of Form 10 online

accumulation will not be allowed.

b) The Assessing Officer may examine whether Schedule-I of ITR has been duly filled in by

thetrustorinstitution. It contains the details of present as well as past accumulations.

c¢) The Assessing Officer may examine whether the accumulations during the previous
year have been applied during the year. The application out of previous years’
accumulations during the year is required to be separately reported in Schedule A
of ITR-7.

28. TRANSFEROF CAPITALASSET

28.1  Section 11(1A) of the Act deals with capital gains arising or accruing to a charitable trust or
institution. The position of law is that in the case of a charitable trust or institution eligible for
exemption under Section 11, capital gains, whetherlong-term or short-term, will be deemed
to have been applied to charitable purposes and will be exempt from tax to the extent they
are reinvested in a new capital asset. The provision applies with necessary modifications to
cases where the capital asset is held only partly(and not wholly) for religious or charitable

purposes.

28.2 Incasethe provisions of section 11(1A) are not complied with, the sale consideration of such

capital asset needs to be treated as income. The following table will make the legal position

quiteclear:

Business trust or institution | Trust or institution registered u/s 12AA

Particulars
mm Deduction allowed
Cost of acquisition 100 Nil 100 100
Depreciation 40 40 40 Nil
WDV 60 60
Sale consideration 45 45 (-)45
Loss 15 15 15 Nil
Cost of the use of asset 55 55 55 55
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28.3

29.

29.1

29.2

29.3

As seen from the above example, if the asset of Rs 100 is acquired by the trust or institution
and sold for Rs 45, it has effectively spent Rs 55 and therefore only Rs 55 shall be allowed as an
application. Anormal business assessee is not allowed to avail such deduction for the cost of
theassetandisratherallowed depreciation of Rs40and Rs 15 as loss on the same asset. Butin
the case of a trust or institution, since the expense of Rs 100 has already been allowed as an
expense, at the time of the sale of an asset, the amount of Rs 45, being the sale consideration
should be treated as income unless the trust or institution has complied with conditions

undersection 11(1A).

Verification of transfer of capital asset:

a) The Assessing Officer may examine whether the trust or institution has claimed

depreciation or cost of the asset as the application ofincome.

b) The Assessing Officer may examine whether the trust or institution has invested in new
capital assets as per the provision of section 11(1A). In case if trust or institution fails to
invest in the new asset as per the provision of section 11(1A), the sale consideration of

the asset transfer shall be treated asincome.

MODES OF INVESTMENT

Section 11(5) mentions a number of modes of investment in which the income accumulated

andsetapart undersection 11(2), corpus, and other funds must be kept.

The taxability of such amount which has been invested in violation of provision of section
11(5) may be examined as per the provisions of section 115BBI with effect from AY 2023-24
[up to AY 2022-23 exemption will not be available as per the provisions of clause (d) of

sub-section (1) orsection 13].

Finance Act 2022, with effect from AY 2023-24, has also inserted new section 115BBl in the
Actto provide that 30% tax shall be payable on thefollowing:

(@) income accumulated or set apart in excess of fifteen percent of the income where such

accumulationis notallowed underany specific provisions of the Act;

(b) deemed income referred to in Explanation 4 to the third proviso to clause (23C) of

section 10 or sub-section (3) of section 11 or sub-section (1B) of section 11; or

(c) anyincomewhichisnotexemptunder clause (23C) of section 10 on account of violation
of the provisions of clause (b) of the third proviso of clause (23C) of section 10 or not to
be excluded from total income under the provisions of clause (d) of sub-section (1) of

section 13;or
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30.

30.1

(d) anyincomewhichisdeemed tobeincome underthe twenty-first proviso to clause (23C)
of section 10 or which is not excluded from total income under clause (c) of subsection

(1) of section 13; or

(e) anyincome applied outside India and which is not excluded from total income under

clause (c) of sub-section (1) of section 11.

Verification of Investments:

a) The Assessing Officer may examine whether the trust or institution has invested its
fundsonlyin prescribed modes of investment or if there is any investment beyond these

modes.

b) The Assessing Officer may examine whether trust or institutions have any investmentin

shares of acompany whichis notallowed as per section 11(5).

BOOKS OF ACCOUNTBYTHENPOs

Finance Act, 2022 has made it mandatory for the trust or institution to maintain the books of
account where its total income exceeds the maximum amount which is not chargeable to
income tax in any previous year. The trusts and institutions are also required to get their
accounts audited by qualified accountant. Accordingly, the books of accounts and other
documents required to be maintained by such trust or institution and the place where they
arerequired to be maintained have been prescribed in rule 17AA of the Rules, which has been
notified vide Notification No. 94/2022 (GSR 622 E) dated 10.08.2022 published in the Official
Gazette. Now the NPOs are required to maintain the books of account on the following

aspects:

a) Cashbook
b) Ledger

c¢) Journal

d) Copies of bills, whether machine numbered or otherwise serially numbered, wherever
such bills are issued by the trust or institution, and copies or counterfoils of machine

numbered or otherwise serially numbered receipts issued by the trust or institution

e) Original bills wherever issued to the person and receipts in respect of payments made

by the person
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f)  Any other book that may be required to be maintained in order to give a true and fair

view of the state of the affairs of the person and explain the transactions effected

g) Books of account for a business undertaking referred in sub-section (4) of section 11 of

the Act

h) Books of account for business carried on by the trust or institution other than the

business undertaking referred to in sub-section (4) of section 11 of the Act

i)  Record of all the projects and institutions run by the person containing details of their

name, address, and objectives
j) Recordofincome of the person during the previous year as perrule 17AA(1)(d)(ii)

k) Record of application of income etc. out of income during the previous year as per rule
17AA(1)(d)(iii)

)  Record of application of income out of the income of any previous year preceding the

current previous yearas perrule 17AA(1)(d)(iv)

m) Record of voluntary contribution made with a specific direction that they shall form part

ofthe corpus, as perrule 17AA(1)(d)(v);

n) Record of contribution received for the purpose of renovation or repair of temple,
mosque, gurdwara, church, or other place notified under clause (b) of sub-section (2) of

section 80Gwhichisbeingtreated as corpus, as perrule 17AA(1)(d)(vi);
o) Recordofloansandborrowingsasperrule 17AA(1)(d)(vii)
p) Recordof propertiesas perrule 17AA(1)(d)(viii);
g) Recordofspecified personsas perrule 17AA(1)(d)(ix);

r)  Any other documents containing any other relevant information as per rule
17AA(1)(d)(x).

30.2 Thetrustorinstitution needs to maintain books of accounts as per the provisions of the 10th
proviso to clause (23C) of section 10 and clause (b) of sub-section (1) of section 12A. With
effect from AY 2023-24, if it does not maintain books of accounts as prescribed by rule 17AA,
the exemption shall not be available and the income of the trust or institution has to be
computed as per the 22nd and 23rd provisos to clause (23C) of section 10 and sub-section
(10)and (11) of section 13 of the Act. (Up to AY 2022-23 there was no specific provision

underthe Act providing for the maintenance of books of account)
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31.1
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32.
32.1

RETURN OF INCOME

Trust or institutions are required to furnish their return of income in ITR-7. The ITR-7 has
undergone major changes in the past few years to make compliance robust. Some of the key

changesbroughtaboutinthelTRareasfollows:

(@) ScheduleDandSchedulelhave beenrevamped

(b) ScheduleJwherethe details of the corpus were to be provided has been simplified
(¢) Abalancesheethasbeenintroduced

(d) ScheduleR,areconciliation of the balance sheetand Schedule J has been provided
(e) Theconceptofadministrative expenseshas beenremoved

(f) Schedule ERand EChave been clubbedinto Schedule A

(g) PartB-TIhasbeensplitinto 3 parts: part 3 for section 13(10)

Vide Finance Act, 2022 provisions for mandatory ITR have been extended to the trust or
institution registered under both regimes failing which the exemption shall not be available
to the NPOs. With effect from AY 2023-24, if the trust or institution does not furnish a return of
income within the due date, the exemption shall not be available and the income of the trust
orinstitution has to be computed as per the 22nd and 23rd provisos to clause (23C) of section
10 and sub-section (10)and (11) of section 13 of the Act. (Up to AY 2022-23 exemption
could have been denied for not filing the return of income in time as per the provisions

of clause (ba) of sub-section (1) of section 12A)

Verification of ITR:

a) ITR-7 has undergone certain changes in the AY 2022-23 and 2023-24 and the changes
should be carefully gone through by the AO. The most critical fields in ITR-7 are

summarised in AnnexureC.

b) The mostrelevant schedules of the ITR-7 have been reproduced in Annexure Cand the

cause of theirimportance has also been mentioned in the Annexure.

AUDIT

The audit report is required to be furnished by the NPOs. The audit reports have been
strengthened for the NPOs.The detailed audit reports now contain the following details:

a) Allthetrustees/settlorsetc

b) Beneficial ownerinformation

c) Booksofaccount:whether maintained
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32.2

Business undertaking details

Undertaking whether receipts on which TDS is deducted u/s 194C/J/H/Q are business

receipts and incidental to the business

Reconciliation of the donations with the form 10BD

Foreign remittance details

Details of the payments (party-wise above Rs 50 lakhs) are required

Bifurcation of the applicationin electronicand other modesis required

Violationsu/s 115BBI, 13(10) and specified violations are to be reported by the auditor

Details of transactions with specified persons are required to be reported

With effect from AY 2023-24, if the trust or institution does not furnish an audit report within

the due date, exemption shall not be available and the income of the trust or institution has

to be computed as per the 22nd and 23rd provisos to clause (23C) of section 10 and sub-

section (10)and (11) of section 13 of the Act. (Up to AY 2022-23 exemption could have

been denied for not filing the audit report in time as per the provisions of clause (b) of

sub-section (1) of section 12A and 10th proviso to clause(23C) of section 10)
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10B: trusts u/s 11/12

Up to AY 2022-23

10BB: trusts u/s 10(23C)

Annual receipts>
Rs 5 crore

: . Foreign donation
Detailed report: 10B received

AY 2023-24
onwards

Applicati i
Small report: 10BB pp Icaltrll%?aoutyde

Verification of Audit Report:

a)

Form 10B and Form 10BB containing the audit report have been substantially amended

wefAY 23-24.The most crucial rows of these reports are summarised in Annexure D.

The most relevant schedules of the audit reports have been reproduced in Annexure D

andthe cause of theirimportance has also been mentionedin the Annexure.
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33.1

33.2

333

PENALTY FOR PASSING ON UNREASONABLE BENEFITS TO
TRUSTEE ORSPECIFIED PERSONS

NPOs are mandated not to pass on any unreasonable benefit to the trustee or any other

specified person.These specified persons are as follows:
(@) theauthorofthetrustorthefounderoftheinstitution;

(b) anypersonwho has made a substantial contribution to the trust or institution, that is to
say, any person whose total contribution up to the end of the relevant previous year

exceeds fifty thousand rupees;

(c) where such author, founder, or person is a Hindu undivided family, a member of the

family;
(d) anytrusteeofthetrustormanager (by whatever name called) of the institution;

(e) any relative of any such author, founder, person, member, trustee, or manager as

aforesaid;

(f) anyconcerninwhich any of the persons referred toin clauses (a), (b), (c), (d) and (e) hasa

substantial interest.

In order to discourage such misuse of the funds of the trust or institution by specified
persons, the Finance Act 2022 has inserted new sections 115BBland 271AAE. Section 115BBI
makes the amount of benefit, passed on to the specified person, taxable in the hands of the
trust orinstitution. Section 271AAE provides for a penalty on trust or institution that is equal
to the amount of income applied for the benefit of a specified person, where the violation is
noticed for the first time during any previous year and twice the amount of such income,
where the violation is noticed again in any subsequent year. Both these provisions put
together will help curb the diversion of the funds by the NPOs to related persons which isone

of the biggest modus for TF abuse by the NPOs.
The provisionsinthisregard are as follows:-

a) Asperthe provisions of clause (a) and (b) of sub-section (2) of section 13, the income of
the trust orinstitution shall be deemed to have been applied for the benefits of specified
persons if any part of the income or property of the trust or institution is, or continues to
be, lent to any person referred to in sub-section (3) for any period during the previous
year without either adequate security or adequate interest or both or if any land,
building or other property of the trust or institutions is, or continues to be, made
available for the use of any person referred to in sub-section (3), for any period during

the previous year without charging adequate rent or other compensation.
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33.5

As per the provisions of clause (c) of sub-section (2) of section 13, theincome of the trust
shall be deemed to have been applied for the benefits of specified persons if any
amount is paid by way of salary, allowance or otherwise during the previous year to any
person referred to in sub-section (3) out of the resources of the trust or institution for
services rendered by that person to such trust or institution and the amount so paid isin

excess of what may be reasonably paid for such services.

As per the provisions of clause (d) of sub-section (2) of section 13, the income of the trust
shall be deemed to have been applied for the benefits of specified persons if the services
of the trust or institution are made available to any person referred to in sub-section (3)

during the previous year without adequate remuneration or other compensation.

As per the provisions of clause (e) of sub-section (2) of section 13, theincome of the trust
shall be deemed to have been applied for the benefits of specified persons if any share,
security, or other property is purchased by or on behalf of the trust or institution from
any person referred to in subsection (3) during the previous year for consideration

whichis more than adequate.

As per the provisions of clause (f) of sub-section (2) of section 13, the income of the trust
shall be deemed to have been applied for the benefits of specified persons if any share,
security, or other property is sold by or on behalf of the trust or institution to any person
referred to in sub-section(3) during the previous year for consideration which is less

thanadequate.

As per the provisions of clause (h) of sub-section (2) of section 13, the income of the trust
shall be deemed to have been applied for the benefits of specified persons if any funds
of the trust or institution are, or continue to remain, invested for any period during the
previous year in any concern in which any person referred to in sub-section (3) has a

substantial interest.

Finance Act, 2022, with effect from AY 2023-24, has inserted the 21st proviso in clause (23C)

of section 10 of the Act to provide that where the income of any trust or institution under the

first regime has been applied directly or indirectly for the benefit of any person referred toin

sub-section (3) of section 13, such income or part of income or property shall be deemed to

be the income of such trust or institution under the first regime of the previous year in which

itissoapplied.

Finance Act 2022, with effect from AY 2023-24, has also inserted new section 115BBl in the

Act to provide that 30% tax shall be payable on any income which is deemed to be income

under the 21st proviso to clause (23C) of section 10 or which is not excluded from total

e | ——



income under clause (c) of subsection (1) of section 13.[Upto AY 2022-23 exemption is not

allowedinsuch cases as per the provisions of section 13(1)(c)].

33.6 In order to discourage such misuse of the funds of the trust or institution by specified
persons, Finance Act, 2022 has also inserted, with effect from AY 2023-24, a new section
271AAE in the Act to provide for penalty on trusts or institutions under both the regimes
which is equal to amount of income applied by such trust or institution for the benefit of
specified person where the violation is noticed for the first time during any previous year and
twice the amount of such income where the violation is noticed again in any subsequent
year. It has also been provided that section 271AAE shall operate without prejudice to any
other provision of Chapter XXI. Thus, if any penalty is leviable under any of the other
provisions of Chapter XXI, in addition to the penalty under section 271AAE, that penalty

would also be applicable.

33.7 Section 271AAE provides that if during any proceeding under the Act, it is found that a
person, being any trust or institution under the first or the second regime, has violated the
provisions of the 21st proviso to clause (23C) of section 10 (inserted by the FA 2022) or clause
(c) of sub-section (1) of section 13, as the case may be, the Assessing Officer may direct that

such person shall pay by way of penalty,

() asum equal to the aggregate amount of income applied, directly or indirectly, by such
person, for the benefit of any person referred to in sub-section (3) of section 13, where

the violationis noticed for the first time during any previous year; and

(ii) asumequaltotwo hundred percent of the aggregate amount of income of such person
applied, directly or indirectly, by such person, for the benefit of any person referred to in
sub-section (3) of section 13, where the violation is noticed again in any subsequent

previous year.

Verification of transactions with specified persons:

a) The Assessing Officer may examine whether a transaction with a specified person has
been reported by the auditorin Form 10B/10BB. In the case of such a reported transaction,

the reasonableness of the consideration needs to be verified.

b) The Assessing Officer may examine whether all the transactions with specified persons
have been reported by the auditor. In some cases, advances or security deposits are
given by trust or institution to the specified persons which are not reported in Form 10B
or 10BB. A careful scrutiny of the balance sheet and Income and expenditure account

may reveal such transactions.
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The Assessing Officer may examine whether the trust or institution has entered into a
transaction with the entities in which trustees, authors, etc. have a substantial interest.
At times list of such entities may not be readily available with the AO. Information
available on the website of the Ministry of Corporate Affairs etc. may help the AO in

tracing such entities.

The violations of this section should be reported to the PCIT/CIT as per the provisions of
section 12AB(4).

34. VIOLATIONSBYTHENPOs

34.1 There has been a complete revamp of the provisions related to different violations by the

NPOs.The following chart summarizes the provisions related to violations by the NPOs.

Violations of different provisions

2nd category:-
Registration to
1st category:- continue and taxing
Taxing certain net income ified violati
specified income under section sp/ec; 27-\8‘;'48 /?5')0"5
@30% u/s 115BBI 13(10)/(11) and urades 15¢h pmvi‘;';
under 22nd /23rd

proviso to section 10 to section 10(23C)

3rd category:-
Registration to be
canceled in case of

34.2 Tlstcategory

34.2.1 With effect from AY 2023-24, in case of these violations, the amount of violation is taxable

@30%.Theviolations that fallin this category are as follows:

a)

b)

e)

Accumulation without Form 10/9A

Violations wrt accumulated income: Explanation 4 to 3rd proviso to clause (23C) of

section 10andsection 11(3)and 11(1B)

Income invested in modes otherthan 11(5) modes [3rd proviso to clause (23C) of section

10andsection 13(1)(d)]

Benefits to specified persons [21st proviso to clause (23C) of section 10 and section

13(1)(c)]

Application outside India without Board approval [section 11(1)( c)]
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34.3 2ndcategory

34.3.1 With effect from AY 2023-24, where the taxable income of the trust is required to be
computed as per the provisions of 22nd and 23rd provisos to clause (23C) of section 10 and

sub-section (10)and (11) of section 13 of the Act.In the following cases:-

(@) ifthetrustorinstitution does not maintain books of accountsas prescribed by rule 17AA
(b) Returnofincome has notbeen furnished within time

(c) Taxauditreportnotsubmitted withintime

(d) Commercial activities are carried out by the trust or institution and proviso to clause (15)

of section 2 of the Actisapplicable.

34.3.2 In such cases, the income of the trust or institution is to be computed on a net basis as

follows:-

a) Revenueexpensesareallowed

b) Expensesshouldbeinindia

c¢) Expensesshouldbeforthe objects of the trust orinstitution

d) Expenditure should not befrom corpusasof 31st March of the previous year
e) Expenditure should not befromloansand borrowings

f) Depreciation onassets notallowed if the cost of asset claimed as application
g) Expenditure should notbe donationstootherpersons

h) Section40A(3)/(3A)/40(a)(ia) shallapply

i)  nodeduction in respect of any expenditure or allowance or set-off of any loss shall be

allowed
34.4 3rdcategory

34.4.1 With effect from 01.04.2022, in case of the most severe violations, the registration of the NPO
is canceled. The violations that make any trust or institution fall into this category are as

follows:
a) Applicationbeyond objects
b) Non-incidental business/non maintenance of books of incidental business

c) Applicationfor privatereligious purpose
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344.2

34.4.3

34.5

34.6

34.7

d) Benefitsto particularreligious community or caste

e) Ingenuineactivity/violation of conditions for registration

f)  Violation of otherlaws

g) Incomplete, false, orincorrectapplication

These verifications may take placein the following 3 different ways:
(@) Suomoto

(b) Reference madebythe AO

(c) RiskManagement Strategy

The procedure for handling these violationsis as follows:

a) PCIT/CIT hastherightto carry outenquiries

b) PCIT/CIThastherightto cancel orrefuse to cancel the registration

c) Section 115TDis applicable to the charitable institutions u/s 10(23C)(iv)/(v)/(vi)/(via) as

well.

In order to ensure time-bound disposals of these matters, the PCIT/CIT are required to
dispose of these cases within 6 months from the end of the quarter in which the first notice is

issued.

Where the PCIT/CIT has canceled the registration it is also to be examined whether the trust
or institution has correctly reported the accreted income as per the provisions of section
115TD and paid tax at the maximum marginal rate. Further, it needs to be verified whether
the trust or institution has claimed exemption u/s 11/12/10(23C) for the

assessmentyeatr.

Chapter XII-EB containing section 115TD was introduced by the Finance Act, 2016. It
provides for the taxation of accreted income of the trust in certain cases. A society acompany
a trust or an institution carrying on charitable activity may voluntarily wind up its activities
and dissolve or may also merge with any other charitable or non-charitable institution, or it
may convertinto a non-charitable organization.In order to ensure that the intended purpose
of exemption availed by trust or institution is achieved, a specific provision in the Act was
brought about for imposing a levy in the nature of an exit tax which is attracted when the
organization is converted into a non-charitable organization or gets merged with a non-

charitable organization or a charitable organization with dissimilar objects or does not
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34.7.1

34.8

transfer the assets to another charitable organization. Accordingly, a new Chapter XII-EB

consisting of Sections 115TD, 115TE,and 115TF was inserted in the Act.

The provisions of Chapter XII-EB were applicable to only the trusts and institutions registered
u/s 12AB of the Act. The provisions have been made applicable to any fund or institution or
trust or any university or other educational institution or any hospital or other medical
institution referred to in sub-clause (iv) or (v) or (vi) or (via) of clause (23C) of section 10 of the

Act by the Finance Act, 2022.
Effects of cancellation of theregistration:

a) The provisions of section 115TD, TE and TF applicable to the charitable institutions u/s
10(230Q)(iv)/(v)/(vi)/(via) aswell w.e.f.01.04.23.

b) Section 115TD applies where:

i.  Registration of the trust or institution is canceled or it is converted into ineligible

form
ii. Mergedwiththeentity having differentobjects
iii. Failedtotransferallitsassets upondissolutionallits assets

c) Accreted value of the assets is required to be taxed which is the fair market value of all

the assets asreduced by the liabilities

d) Provisions of section 115TD have also been made applicable in case of any trust or

institution not making the application for regular registration within time.



IMPORTANT CIRCULAR ISSUED BY GBDT IN THE
REGENT PAST

35. RELIEFS FORTHE CHARITABLE TRUSTS ORINSTITUTIONS BY THE
CIRCULAR6/2023 DATED 24.05.2023

1. Extension of the due date of Form 10A

The due date of making an applicationin Form No 10A, in case of an application under clause
(i) of the first proviso to clause (23C) of section 10 or under sub-clause (i) of clause (ac) of sub-
section (1) of section 12A or under clause (i) of the first proviso to sub-section (5) of section
80G of the Act, has been extended till 30.09.2023 where the due date for making such

application has expired prior to such date.
2, Extension of the due date of form 10AB (onlyin certain cases)

The due date of making an application in Form No 10AB, in case of an application under
clause (iii) of the first proviso to clause (23C) of section 10 or under sub-clause (iii) of clause
(ac) of sub-section (1) of section 12A of the Act, has been extended till 30.09.2023 where the
due date for making such application has expired prior to such date. It may be kept in mind
that the due date for making an application for regularization of provisional registration u/s

80G has notbeen extended.
3. Relieffrom the applicability of section 115TD

In view of the above, trusts may now apply for registration/approval under clause (i) or clause
(iii) of the first proviso to clause (23C) of section 10 or sub-clause (i) or sub-clause (jii) of clause
(ac) of sub-section (1) of section 12A of the Act by 30.09.2023 and where such application is
made by the said date and registration/approval is granted, the provisions of clause (iii) of sub-
section (3) of section 115TD of the Act shall not apply on account of delay in making application
in accordance with the provisions of clause (i) or (iii) of the first proviso to clause (23C) of section

10 orsub-clause (i) or (iii) of clause (ac) of sub-section (1) of section 12A of the Act.
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4, Clarification with respectto pending applications

The extension of the due date shall also apply in case of all pending applications under clause
(iii) of the first proviso to clause (23C) of section 10 or sub-clause (iii) of clause (ac) of sub-
section (1) of section 12A of the Act, as the case may be. Hence, in cases where the trust has
already made an application in Form No. 10AB under the said provisions but has been
furnished after 30.09.2022 and where the Principal Commissioner or Commissioner has not
passed an order before the issuance of this Circular, the pending applicationin Form No 10AB

may be treated as a valid application.
5. Fresh applications where earlier applications wererejected

Further, in cases where the trust had already made an application in Form No. 10AB, and
where the Principal Commissioner or Commissioner has passed an order rejecting such
application, on or before the date of issuance of this Circular, solely on account of the fact that
the application was furnished after the due date, the trust may furnish a fresh application in
Form No. 10AB within the extended time provided in paragraph 5(ii) of the said Circular i.e.
30.09.2023.

6. Surrender of provisional registration for regularregistration

Itis also clarified that where trusts have missed the deadline of 25.11.2022, as mentioned in
para 1(a) of the said Circular, for making an application for registration/ approval in Form No.
10A, and have subsequently furnished Form No 10A seeking provisional
registration/approval, the relevant functionality on the e-filing portal may be used for
surrendering the Form No 10A seeking provisional registration/approval and such trusts can
make a new application in Form No. 10A for registration/ approval within the extended

period up t030.09.2023, as mentioned in paragraph 5(i) of the said Circular.
7. Extension of due date for furnishing of Form No. 10BD.

In view of extension provided to funds or institutions seeking approval under sub-section (5)
of section 80G of the Act, as discussed in paragraph 5(i) of the said Circular, in the exercise of
the power under section 119 of the Act, the Board also extends the due date for furnishing of
statement of donation in Form No. 10BD and the certificate of donation in Form No. 10BE in

respect of the donations received during the financial year 2022-23 t0 30.06.2023.

8. Applicability of provisional registration/approval w.e.f from the financial year in which the

applicationis made

In case of trusts, funds, or institutions seeking provisional approval or provisional registration

———ee e,e——————



as referred to in para 10 and 11 of the said Circular, the said provisional approval or
provisional registration shall be effective from the assessment year relevant to the previous
yearin which the applicationis made and shall be valid for a period of three assessment years
subject to the provisions of clause (iii) of the first proviso to clause (23C) of section 10 or in
sub-clause (iii) clause (ac) of sub-section (1) of section 12A or clause (iii) of the first proviso to

sub-section (5) of section 80G of the Act, as the case may be.

9. Form 10/9A may be filed by the due date of the furnishing return
Statement of accumulation in Form No. 10 and 9A is required to be furnished at least two
months prior to the due date of furnishing the return of income so that it may be taken into
account while auditing the books of account. However, the accumulation/deemed
application shall not be denied to a trust as long as the statement of accumulation/deemed
application is furnished on or before the due date of furnishing the return as provided in
subsection (1) of section 139 of the Act.
10. Clarificationwrtform 10B/10BB
For the purposes of Form No. 10B and Form No. 10BB electronic modes referred to in para 18
are in addition to the account payee cheque drawn on a bank or an account payee bank draft
or use of electronic clearing system through abankaccount.
36. OTHER CIRCULARS
Reference of Subject Matter Summary of the Circular
Circular
Circular 17/2023 Relaxation of certain | gy the purposes of providing details in (i) Form No.
dated 09th October | requirements of ) ) _ .
2023 audit report in form IOB in the Annexure, in row 41; and (ii) Form No.

10B/10BB 10BBin the Annexure, in row 28, for the assessment
year 2023-24:

(@) the aforesaid details (that is, of persons
making substantial contributions) may be
given with respect to those persons whose
total contribution during the previous year

exceeds fifty thousand rupees;

(b) details of relatives of such person, as referred
toIn (a) above may be provided, if available. (c)
details of concerns in which such person, as
referred to in (a) above, has substantial

interest may be provided, if available.
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Reference of ‘ Subject Matter ‘ Summary of the Circular

Circular
Circular 16/2023 Extension of the 1. The due date of furnishing the Audit report
dated 18th due date for audit

September, 2023 and ITR under clause (b) of the tenth proviso to clause
(23C) of section 10 and sub-clause (ii) of clause
(b) of sub-section (1) of section 12A of the Act,
in the case of a fund or trust or institution or
any university or other educational institution
or any hospital or other medical institution in
Form 10B/Form 10BB for the Previous Year
2022-23, which is 30th September 2023, was

extendedto 31stOctober2023.

2. Theduedate of furnishing of Return of Income
in Form ITR-7 for the Assessment Year 23-24 in
the case of trust or institutions referred to
in clause (a) of Explanation 2 to sub-section (1)
of section 139 of the Act, which is 31st
October 2023, was extended to 30th

November2023.
Circular11/2022 | Relaxation of the Relaxation of the conditions of registration
dated 3rd June, conditions of
2022 registration And The conditions contained in Form No. 10AC, issued
clarifications between 01.04.2021 and the date of issuance of

regarding provisional

. ] this Circular, shall be read as if the said conditions
registration

had been substituted with the conditions as
provided in Table 1 of the Circular with effect from
1st April 2022. For example, in case of orders passed
under clause (a) of sub-section (1) of section 12AB (

reregistration), the conditions shall be as follows:

1. Anyincome derived from property held under
trust, wholly or in part for charitable or
religious purposes, shall not be applied, other

than forthe objects of the trust orinstitution.

2. The trust or institution shall not have income
from profits and gains of business which is not

incidental to the attainment of its objectives.
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Circular

Reference of ‘ Subject Matter ‘ Summary of the Circular

3. Separate books of account shall be maintained
by such trust or institution in respect of the
business which is incidental to the attainment

of its objectives.

4. Thetrustorinstitution shall not apply any part
of its income from the property held under a
trust for private religious purposes, which

does notensure the benefit of the public.

5. The trust or institution established for
charitable purposes created or established
after the commencement of this Act, shall not
apply any part of its income for the benefit of

any particularreligious community or caste.

6. Nonon-genuineactivity shall be carried out by

the trust orinstitution.

7. Nosuch activity shall be carried on by the trust
or institution that is not in accordance with all
orany of the conditions subject to which it was

registered.

8. The trust or institution shall comply with the
requirement of any other law, as referred to in
item (B) of sub-clause (i) of clause (b) of sub-

section (1) of section 12AB.

9. The form for registration in Form No 10A has
been duly filled in by providing all the
information or documents and no false or
incorrect information or documents have

been provided.

10. Where the trust or institution is required to
furnish an application for registration under
sub-clause (ii) of clause (ac) of sub-section (1)
of section 12A the said trust or institution shall
furnish such application within the time

allowed underthat clause.
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Circular

Reference of ‘ Subject Matter ‘ Summary of the Circular

11. Where the trust or institution has adopted or
undertaken modifications of the objects that
do not conform to the conditions of
registration, the trust or institution shall make
an application in the prescribed form and
manner to the Principal Commissioner or
Commissioner, for registration of the trust or
institution, within a period of thirty days from

the date of the said adoption or modification.

Clarifications regarding provisional

registration

where dueto technical glitches, Form No. 10ACwas
issued during FY 2021- 2022 with the heading
“Order for provisional registration” or “ Order for

|Il

provisional approval” instead of “Order for
registration” or “ Order for approval’, then all such
Form No. 10AC shall be considered as an“Order for
registration or approval” and, in such cases where

Form No. 10AChas beenissued, -




ANNEXURE-A
DATA AS AVAILABLE WITH CHARITY COMMISSIONERS

State
Trust Act

PAN
availability

Documents required
for registration
of Trust

Regis-
tration

Online
access

Source

1 Andhra
Pradesh

Andhra
Pradesh
Charitable
and Hindu
Religious
Institutions
and
Endowments
Act, 1987

Not
Mandatory

1. Covering letter for
Trust Registration

2. Application Form

3. Two passport-size
photographs of
Trustees

4. Self-attested copy of
PAN and ID proof of
Trustees

5. Proof of registered
office address

6. NOC from the
landowner with his
identity proof (Rented
office)

7. Proof of property
registered in the
trusted name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. Court fee stamp of Rs.
as per state affixed to
the application form

Offline

No

https://
www.wiki
procedure.
com/index.
php/Andhra
_Pradesh
_-_Register
_a_Charity

2 |Arunachal
Pradesh

No Separate
Trust Act

Not
Mandatory

1. Covering letter for
Trust Registration

2. Application Form

3. Two passport size
photographs of the
Trustees

4. Self-attested copy of
PAN and ID proof of
Trustees

5. Proof of registered
office address

6. NOC from the
landowner with his
identity proof ( Rented
office)

7. Proof of property
registered in the
trusted name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. Court fee stamp of Rs.
as per state affixed to
the application form

Offline

No

https://
www.wiki
procedure.
com/index.
php/
Arunachal_
Pradesh
_-_Reqister
_a_Charity
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No. |of State

Trust Act

PAN
availability

Documents required
for registration
of Trust

Online
access

3 |Assam No Separate Not 1. Covering letter for Offline | No https://
Trust Act Mandatory Trust Registration www.wiki
2. Aoplication F procedure.
- Application Form com/index.
3. Two passport size php/Assam
photographs of the _-_Register
Trustees —a_Charity
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered
office address
6. NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the
trusted name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. Court fee stamp of Rs.
as per state affixed to
the application form
4 Bihar Bihar Hindu Not 1. Covering letter for Offline No https://
Religious Mandatory Trust Registration www.wiki
Trusts Act, s procedure.
1950 2. Application Form com/index.
3. Two passport size ph%/Bmar
hotographs of the —Register
p grap _a_Charity
Trustees

4. Self-attested copy of
PAN and ID proof of
Trustees

5. Proof of registered
office address

6. NOC from the
landowner with his
identity proof ( Rented
office)

7. Proof of property
registered in the
trusted name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. Court fee stamp of Rs.
as per state affixed to
the application form




No. |of State

State
Trust Act

PAN
availability

Documents required
for registration
of Trust

Online
access

Chhattisgarh | No Not 1. Covering letter for Offline | No https://
Separate Mandatory Trust Registration www.wiki
Trust Act 2. Application Form procedure.

: com/index.
3. Two passport size php/
photographs of the Chhattisgarh
_-_Register
Trustees “a_Charity
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered
office address
6. NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the
trusted name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. Court fee stamp of Rs.
as per state affixed to
the application form

Delhi No Not 1. Covering letter for Offline | No https://
Separate Mandatory Trust Registration www.
Trust Act estartindia

2. Application Form .com/
3.Two passport size knowledge
. -hub/blog/
photographs of the NPO-
Trustees registration-

4. Self-attested copy of
registered address and
ID proof of Trustees

5. Proof of registered
office address

6. NOC from the
landowner with his
identity proof ( Rented
office)

7. Proof of property
registered in the
trusted name

8. Certified copy of Trust

deed Consent letter of
Trustees

trust-society
-in-delhi-up




Online
access

State PAN
Trust Act availability

Documents required
for registration of Trust

No. |of State

7 |Goa No Not 1. Covering letter for Trust Offline | No https://
Separate Mandatory Registration www.wiki
Trust Act L procedure.

2. Application Form com/index.
3. Two passport size php/Goa
photographs of the Trustees —_Register
_a_Charity
4. Self-attested copy of PAN
and ID proof of Trustees
5. Proof of registered office
address
6. NOC from the landowner
with his identity proof (
Rented office)
7. Proof of property registered
in the trusted name
8. Certified copy of Trust deed
Consent letter of Trustees
9. Court fee stamp as
applicable affixed to the
application form
8 |Guijarat Gujarat Not 1. Request a letter to register a | Offline | No https://
Public Mandatory societ www.wiki
y.
Trusts procedure.
Act,2011 2. Two copies of MoA com/index.
including a List of the php/Gujarat
Proposed governing bodies —Register
9 9 _a_Charity

and

3. Two sets of Rules and
regulations framed for the
functioning of the

4, Affidavits (on Rs.10/- stamp
paper from the
President/Secretary Society
regarding the name/title of
the society.)

5. Copy of Residence proof of
all members.

6. Proof of ownership of the
registered office of the
society & no

7. Copy of proof of
identification of all society.




State
Trust Act

availability | for registration
of Trust

tration| access

Trustees

5. Proof of registered
office address

6. NOC from the
landowner with his
identity proof ( Rented
office)

7. Proof of property
registered in the
trusted name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. Court fee stamp as
applicable affixed to
the application form

9 |Haryana | No Not 1. Covering letter for Offline | No https://
Separate Mandatory Trust Registration www.
Trust Act L wiki
2. Application Form procedure.
3. Two passport size c?wrg//ll-lnade;' R
p ryan
photographs of the " Register
Trustees _a_Charity
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered
office address
6. NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the
trusted name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. Court fee stamp as
applicable affixed to
the application form
10 |Himachal The Not 1. Covering letter for Offline No httpSI//
Pradesh Himachal Mandatory Trust Registration www.wiki
Pradesh procedure.
Hindu 2. Application Form com/index.
Public . php?title=
Religious 3.Two passport size Himachal
Institutions photographs of the _Pradesh
an Trustees _-_Register
Charitable a_Charit
Endowments 4. Self-attested copy of - y
Act, 1984 PAN and ID proof of
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No. |of State

State
Trust Act

PAN
availability

Documents required
for registration
of Trust

Online
access

11 |Jharkhand | No Not 1. Covering letter for Trust | Offline | No https://
Separate Mandatory Registration www.wiki
Trust Act - procedure.

2. Application Form com/index.
3. Two passport size php/
Jharkhand
photographs of the " Register
Trustees _a_Charity
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered
office address
6. NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the
trusted name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. Court fee stamp as
applicable affixed to
the application form

12 |Karnataka Karnataka Not 1. Covering letter for Offline No httpSZ//
Hindu Mandatory Trust Registration www.wiki
Religious procedure.
Institutions 2. Application Form com/index.
and . php/
Charitable 3. Two passport size Karnataka
Endowments photographs of the _-_Register
Act, 1997 Trustees _a_Charity

4. Self-attested copy of
PAN and ID proof of
Trustees

5. Proof of registered
office address

6. NOC from the
landowner with his
identity proof ( Rented
office)

7. Proof of property
registered in the
trusted name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. Court fee stamp as
applicable affixed to
the application form
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No. | of State

State
Trust Act

PAN
availability

Documents required
for registration
of Trust

Online
access

and ID proof of Trustees

5. Proof of registered office
address

6. NOC from the landowner
with his identity proof (
Rented office )

7. Proof of property
registered in the trusted
name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. Court fee stamp as
applicable affixed to the
application form

13 |Kerala Travancore | Not 1. Covering letter for Trust | Offline | No https://
-Cochin Mandatory Registration www.wiki
Hindu o procedure.
Religious 2. Application Form com/index.
Institutions ; php/Kerala
Act, 1950 3. Two passport size " Register

photographs of the _a_Charity
Trustees
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered
office address
6. NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the
trusted name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. Court fee stamp as
applicable affixed to
the application form
14 | Madhya Madhya Not 1. Covering letter for Trust | Offline | No https://
Pradesh Pradesh Mandatory Registration www.wiki
Public Trusts o procedure.
Act, 1951 2. Application Form com/index.
3. Two passport size R/Ih%/h
adhya_
photographs of the Pradesh
Trustees _-_Register
4. Self-attested copy of PAN _a_Charity

_—-—— ——_—




No. | of State

State
Trust Act

PAN
availability

Documents required
for registration
of Trust

Online
access

15 |Maharashtra | The Not 1. Covering letter for Trust | Offline | No https://
Maharashtra | Mandatory registration to the www.wiki
Fublic st procedire

Jurisdiction php/
2. Application Form Maharashtra
. _-_Register
3. Two passport size _a_Charity
photographs of
Trustees
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered
office address
6.NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the
trusted name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. Court fee stamp as
applicable affixed to
the application form

16 | Manipur The Manipur | Not 1. Covering letter for Offline | No https://

Act, 1989 2. Application Form com/index.
3. Two passport size !F\)Aga/ipur

photographs of the _-_Register

Trustees _a_Charity

4. Self-attested copy of
PAN and ID proof of
Trustees

5. Proof of registered
office address

6. NOC from the
landowner with his
identity proof ( Rented
office)

7. Proof of property
registered in the
trusted name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. Court fee stamp as
applicable affixed to
the application form

e | r—




No. | of State

State
Trust Act

PAN
availability

Documents required
for registration
of Trust

Online
access

4. Self-attested copy of
PAN and ID proof of
Trustees

5. Proof of registered
office address

6. NOC from the
landowner with his
identity proof ( Rented
office)

7. Proof of property
registered in the
trusted name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. Court fee stamp as
applicable affixed to
the application form

17 | Meghalaya Meghalaya Not 1. Covering letter for Trust [ Offline | No https://
Societies Mandatory registration to the WWW.Wiki
Registration i ; procedure.
Act, 1983 j)fﬁ_c;?l havmg com/index.

urisdiction php/
2. Application Form Meghalaya
. _-_Register
3. Two passport size _a_Charity
photographs of
Trustees
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered
office address
6. NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the
trusted name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. Court fee stamp as
applicable affixed to
the application form

18 | Mizoram The Not 1. Covering letter for Offline | No https://
Mizoram Mandatory Trust Registration www.wiki
Societies procedure.
Registration 2. Application Form com/index.
Act, 200 3. Two passport size !F\)/lki]%ram

photographs of the _-_Register
Trustees _a_Charity

. —————————————————




No. | of State

State
Trust Act

PAN
availability

Documents required
for registration
of Trust

Online
access

4. Self-attested copy of
PAN and ID proof of
Trustees

5. Proof of registered office
address

6. NOC from the
landowner with his
identity proof ( Rented
office)

7. Proof of property
registered in the trusted
name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. Court fee stamp as

applicable affixed to the
application form

19 |Nagaland | No Not 1. Covering letter for Trust |Offline | No https://
Separate Mandatory registration to the www.wiki
Trust Act Official having procedure.

Jurisdicti com/index.
urisdiction php/
2. Application Form Nagaland
T . _-_Register
3. Two passport size “a_Charity
photographs of Trustees
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered office
address
6.NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the trusted
name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. Court fee stamp as
applicable affixed to the
application form

20 | Odisha Orissa Hindu Not 1. Covering letter for Trust |Offline | No https://
Religious Mandatory Registration www.wiki
Endowments procedure.
Act, 1951 2. Application Form com/index.

3. Two passport size php/
h hs of th Odisha
photographs of the - Register
Trustees _a_Charity

_—-—— t_————— oo




State PAN Documents required Online
No. | of State Trust Act availability | for registration access
of Trust
21 |Punjab The Punjab Not 1. Covering letter for Trust | Offline | No https:/
Trust Act, Mandatory registration to the www.wiki
2020 . . procedure.
Official having com/index.
Jurisdiction php/Punjab
L. _-_Reqister
2. Application Form “a_Charity
3. Two passport size
photographs of Trustees
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered office
address
6.NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the trusted
name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. Court fee stamp as
applicable affixed to the
application form
22 | Rajasthan Eajglsthran RIAO'C q 1. Aadhar Card and PAN Offline | No S'E'E[.)S:/{1
ublic Trust andator evasthan.
Act, 1959 y card Copy of Settler rajasthan.
2. Aadhar Card and PAN gov.in/Files
card Copy of Trustees Q%F;.E—Ad—
3. Electricity Bill of Office Eng.p_;j/f &
ttps:
of Trust www.india
4. Rent Agreement of code.nic.in
office of Trust in an /handle
y /123456789
5. Photo of Settler /185107s
am_handle
6. Photo of Trustees =1234567
89/136




No. | of State

State
Trust Act

PAN
availability

Documents required
for registration
of Trust

Online
access

23 [Sikkim | No Separate Not 1. Covering letter for Trust | Offline | No https://
Trust Act Mandatory registration to the www.wiki
. ) procedure.
Official having com/index.
Jurisdiction php/Sikkim
o _-_Register
2. Application Form “a_Charity
3. Two passport-size
photographs
4. Self-attested copy of
PAN and ID proof
5. Proof of registered office
address (Electricity
Bill/Water bill etc)
6.NOC from the
landowner with his
identity proof
7. Proof of property
registered in the trusted
name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. A court fee stamp of Rs.2
affixed to the
application form
24 | Tamil Tamil Nadu Not 1. Trust deed Offline | No https://
Nadu Hindu Religious | Mandatory cof WwWw.
and Charitable 2.1D & address proof o Ir:(cjli?\mde'
Endowments Founder httio://
Act, 1959 The 3. 1D & address proof of WWW.
Madras Hindu Trustees bareactslive
Religious And .com/https:
Charitable 4. Address proof for office g/g\\,/v;,r\],y_tn.
Endowments 5.1D and address proof of cervice/
Act, 1951 witness dept/92543
/3932




No.

of State

State
Trust Act

PAN
availability

Documents required
for registration
of Trust

Online
access

4. Self-attested copy of PAN
and ID proof

5. Proof of registered office
address (Electricity
Bill/Water bill etc)

6. NOC from the landowner
with his identity proof

7. Proof of property
registered in the trusted
name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. A court fee stamp of Rs.2
affixed to the application
form

25 |Telangana | The Not 1. Covering letter for Trust | Offline | No https://
Telangana Mandatory registration to the www.wiki
Charitable Official having procedure.
anql Hlndu Jurisdiction com/index.
Religious o php/
Institutions 2. Application Form Telangana
and 3. Two passport-size —~_Register
Endowments photographs _a_Charity
Act, 1987

4. Self-attested copy of
PAN and ID proof

5. Proof of registered office
address (Electricity
Bill/Water bill etc)

6.NOC from the
landowner with his
identity proof

7. Proof of property
registered in the trusted
name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. A court fee stamp of
Rs.2 affixed to the
application form

26 | Tripura Tripura Not 1. Covering letter for Trust Offline | No https://
Soci_ety _ Mandatory registration to the Official www.wiKki
Registration having Jurisdiction procedure.
Act, 1860 2. Application Form com/m'dex.

3. Two passport-size ph%gggé?
hotographs —— ;
photodrap _a_Charity




Name
of State

State
Trust Act

PAN
EAETIE 11 114Y

Documents required
for registration
of Trust

Online
access

27 | Uttar No Not 1. Covering letter for Trust | Offline | No https://
Pradesh Separate | Mandatory registration to the www.wiki
Trust Act Official having procedure.
Jurisdiction com/index.
2. Application Form ?Eg/dugstﬁr
3. Two passport size _-_Register
photographs of the _a_Charity
Trustees
4. Self-attested copy of
PAN and ID proof of
Trustees
5. Proof of registered office
address
6. NOC from the
landowner with his
identity proof ( Rented
office)
7. Proof of property
registered in the trusted
name
8. Certified copy of Trust
deed Consent letter of
Trustees
9. A court fee stamp of Rs.2
affixed to the
application form
28 | Uttarakhand No Not 1. Covering letter for Trust |Offline | No https://
Separate Mandatory registration to the www.wiki
Trust Act Official havin procedure.
9 .
Jurisdiction com/index.
L php/
2. Application Form Uttarakhand
3. Two passport-size _-_Register
photographs _a_Charity

4. Self-attested copy of
PAN and ID proof

5. Proof of registered office
address (Electricity
Bill/Water bill etc)

6. NOC from the
landowner with his
identity proof

7. Proof of property
registered in the trusted
name

8. Certified copy of Trust
deed Consent letter of
Trustees

9. A court fee stamp of
Rs.2 affixed to the
application form

e  ——




No.

29

of State

West Bengal

State
Trust Act

No
Separate
Trust Act

PAN
availability

Not
Mandatory

Documents required
for registration
of Trust

1. Trust Deed on Proper
Stamp Value

2. Two Photographs of
Trustees

3. PAN Card of each
Trustee

4. ldentity Proof of each
Trustee

5. Address Proof of each
Trustee

6. Signed Declaration (s)
from Trustee

Offline

Online
access

No

https://
advocate
chenoyceil.
com/2020/
06/01/how-
to-register-
charitable-
trusts-in-
west-bengal
-and-
kolkata/




ANNEXURE-B
REPORT OF CAG INDIA PERFORMANCE AUDIT ON EXEMPTION
TO CHARITABLE TRUSTS OR INSTITUTIONS
REPORT NO. 12 OF 2022

The Report of the CAG referred to above contains some crucial findings which should be kept in
mind by the AOs while carrying out the assessment so as to minimize the loss of revenue as well as

auditobjections.The executive summary of the reportis reproduced below:

. Audit noticed that certain irregularities relating to internal audit of the registration process,
ineffective monitoring of accumulation of income and its utilization, ineffective monitoring
of receipts and utilization of foreign contribution, the inadequacy of survey of educational
Trusts, absence of provision for disclosure of TDS in the audit report, etc. which were
highlighted in the earlier Performance Audit Report No. 20 of 2013 and some of the specific
recommendations of the Public Accounts Committee (PAC) against such irregularities were

not satisfactorily addressed by the ITD. (Paragraph 3.2)

. Audit noticed an increasing trend in a number of Trusts/Institutions claiming exemptions
from AYs 2014-15 to 2016-17; however, the number of Trusts/Institutions claiming

exemptionsfor AY 2017-18slightly decreased. (Paragraph 4.1.1)

. Analysis of data of 6.89 lakh cases pertaining to ITRs for AY 2014-15 to AY 2017-18 revealed
that the ITD scrutinized only 0.25 lakh (3.7 percent) of the total cases while 6.30 lakh (91.4
percent) cases were processed under summary manner in an automated environment.
However, the Audit noted certain deficiencies in the ITD system which led to incorrect claims

of exemption along with the possibility of revenue leakage such as:

A. Duetothewronginputof datarequired for selection criteria in CASS, several cases were

incorrectly selected for scrutiny by the ITD system.

B. There is an absence of adequate checks and validations to match the
registrations/approvals data provided in the ITR Form-7 with the ITD systems database
before allowing exemptionsin case the returns were processed ina summary manner.In
42 assessment cases, exemption was allowed although trust or institutions did not
mention their registration details under Section 12A/10(23C) of the Act in the ITR Form-
7.In 10 assessment cases, the trust orinstitutions claimed exemptions for years together
prior to its registration or having no registration under the Act, and the same was

allowed by the Departmentinthe summary assessment.

_—-— t _——————



C. Analysis of data of 6.89 lakh cases provided by the Pr.DGIT (Systems) revealed that
exemption was allowed in 0.21 lakh cases although registration under Section 12AA
was not available. In the case of foreign contribution, Audit noticed that in 347 cases,
foreign contribution was received by the trust or institution though the registration
details under FCRA were not available. Thus, field validations in the above-related field

were notavailableinthe TR Form-7.
(Paragraph 4.1.3,5.3.1,5.3.2,5.3.4.1and 5.3.4.2)

. Out of 6.89 lakh cases processed/assessed/ rectified by the ITD during the FY 2014-15 to FY
2018-19,in5.12lakh cases (74.3 percent) theincomereturned was " zero. (Paragraph 4.1.6)

. Analysis of 580 high value exemption cases (having gross income of * 50 crore or above)
revealed that 186 cases, which pertained to government entities, were granted 50.8 per cent
of total exemptions (" 1.31 lakh crore) whereas the remaining 394 cases, which pertained to

private entities, were granted 49.2 per cent of total exemptions. (Paragraph 4.3.6.2)

. An analysis of data of the top 200 audit sampled cases (involving 169 Trusts/Institutions)
where gross income for each case was * 167.9 crore or above, revealed that out of the 169
Trusts/Institutions, 101 Trusts/ Institutions were Government entities while 66 were private
entities (records of two entities were not produced to audit). Activity-wise analysis of data
revealed that in case of Government entities, the top 30 entities (29 per cent) were engaged
in other activities (like pension and gratuity fund, welfare board etc.) whereas in case of the
top private entities, 28 entities (42 per cent) were engaged in educational activities.

(Paragraph 4.3.8.1)

. Audit observed that there is no clarity on allowing deduction under Section 80G for
donations out of CSR fund. As a significant amount is spent by the companies toward CSR
activities through the Trusts claiming exemptions under Section 80G, it requires urgent
attention of the Department to bring clarity to the issue to ensure that the provisions are
interpreted uniformly by the AOs and to minimise the possibility of litigation. (Paragraph
5.1.2.3)

. The IT Act has no clarity regarding allowance of various expenses under the head
“administrative and establishment expenses”for the purpose of determining application of
income. Since administrative and establishment expenses could be of various categories,
some part of which may be directly attributable for generation of income while some part
may be towards charitable and religious purpose, the ITD needs to bring more clarity in the

Actforthis purpose.

_—-— e _——————



. The IT Act has no provision to restrict donations by a Trust to another Trust out of current
years’'income. Therefore, certain Trusts/Institutions are taking undue benefits by availing of
the permissible accumulation of 15 per cent out of the current year’s income and then
transferring the rest of the income to others trusts, and thereby making a chain of multiple
donations. Audit noticed in four assessment cases that the Trusts/Institutions, which had
received donations of = 203.29 crore, had transferred * 164.81 crore to other
Trusts/Institutions by way of donations after claiming deduction of 15 per cent as
accumulation. The recipient Trusts/Institutions also transferred the amounts to other trusts
after claimingaccumulation of 15 per cent. This chain of donation resulted in denial of charity
to the beneficiaries and helped in accumulation in the hands of Trusts/Institutions.

(Paragraph 5.1.2.7)

. There was no parameter to verify the identity of the donors for detection of anonymous
donation. Audit noticed six assessment cases where the department did not verify
genuineness of the donors and therefore, did not tax the anonymous donation(s) as per
provisions of the Act. The Ministry has since addressed this issue through the Finance Act

2020. (Paragraph 5.1.2.10)

. The ITD did not produce registration/approval records of 194 cases (45 per cent) out of 425
cases registered/approved for exemptions during the FY 2014-15 to 2018-19. Further, Audit
noticed deficiencies in following the prescribed procedure(s) relating to
registration/approval such as delay in grant of registration/approval, irregular grant of
registration, grant of registration/approval without submission of prescribed documents,

grantofregistration without verification etc. (Paragraph 5.2.1,5.2.2,5.2.3,5.2.4and 5.2.5)

. Audit noticed deficiencies in the Audit Report in Form 10B applicable to charitable
Trusts/Institutions such as absence of details of break-up of receipt under different heads,
details of corpus donation, deemed application of income etc. which impacted the quality of
assessment, incorrect claim made by the trust or institution and loss of revenue. (Paragraph
5.3.6)

. Audit observed that the ITD allowed accumulation in 66 assessment cases in contravention

tothe provisions stipulated under Section 11(2) of the Act. (Paragraph 6.3)

. Audit noticed 22 assessment cases where the trust or institutions utilised their income or
property for the benefit of persons specified under Section 13(3) (i.e., related parties), but the
ITD did not levy tax on such amount of income or property utilised for the benefit of the

specified persons. (Paragraph 6.4)

e r—



. Audit observed non-compliance of various provisions of the Act in the assessment orders,
which culminated in irregular allowance of double benefits to the trust or institutions. In
eight assessment cases, depreciation on assets was allowed as application of income, even
though the relevant capital expenditure to acquire such assets had already been treated as
application of income. In 11 assessment cases, the AO had allowed claims, pertaining to
application of income incurred from the corpus fund, or other specific purpose funds.
(Paragraph 6.5.1and 6.5.2)

. In 65 assessment cases, the AO while finalizing the assessment adopted incorrect figures,
computed short demand, charged tax at a lower rate than the prescribed rate, levied

interest/surchargeincorrectly, or granted excess interest on refund etc. (Paragraph 6.8)

. The ITD has not allocated specific codes to different charitable activities linked with Section
11 and sub-Sections of 10(23C) under which exemption is being claimed. Further, the data
relating to exemption claimed by the Government/Private Trust under different Sections
were not being captured in ITR Form 7. The ITD needs to ensure activity wise monitoring of

these private charitable entities, to mitigate therisk of ineligible claims. (Paragraph 7.1.1)

. Although the PACinits 104th Report (16th Lok Sabha) had recommended that the process of
registration/approval of the Charitable Trusts/Institutions should be brought under the
purview of Internal Audit of the ITD, it was not until FY 2019-20 that the Internal Audit
commenced in respect of the registration applications processed. Moreover, Audit noticed
that the instructions issued with regard to Internal Audit of registration process was not
uniformly implemented in all the states. Audit further noted that the circular issued by the
ITD regarding Internal Audit is applicable to registration granted under Section 12AA only
but does not cover cases approved under Section 10(23C) and 80G(5). (Paragraph 7.1.3 and
7.1.4)

. Audit noticed that very few surveys were conducted by the Departmentin comparison to the
number of trust or institutions claiming exemption under the Act to monitor the activities of
theTrusts/Institutions. Further, in spite of specific recommendation of the PAC that survey of
all educational trusts be conducted in a time-bound manner, Audit observed that the ITD
conducted surveys of only 0.3 per cent of the total 2,686 educational trusts (2,105 trust or
institutions) included in the audit sample during 2014-15 to 2018-19. Further, no survey was
conducted in respect of 46 high value educational trusts (having receipt of * 200 crore or

more) during the aforesaid period. (Paragraph 7.1.5)

e ———



There was inconsistency in allowing exemption to Trusts/Institutions having activities not
charitable in nature. Audit observed in 10 assessment cases where the AO assessed that the
activities of the Trusts were not charitable in nature for one or more AYs but took no action to
review exemptions for the other AYs although the objects of the trust were similar during the

respective AYswhichresultedinirregular grant of exemptions. (Paragraph 7.1.6)

Audit observed in eight cases that the status of the Trusts/Institutions was not reviewed by
the competent authority as per provisions of Section 12AA(3) and 12AA(4), although the AO
had denied the exemption under Section 11 of the Act for either holding that the activities of
trusts were not genuine or the properties or income of the trusts were continuously utilised

by the trust for the benefit of related persons. (Paragraph 7.1.7)

Audit noticed that due to lack of monitoring of the activities of Trusts/ Institutions engaged
in scientific research, there were bogus claims of exemption by the trusts as well as issue of

bogus certificates under Section 35(1)(ii) to the donors. (Paragraph 7.1.9)

Audit noticed deficiencies of the ITD in effective monitoring of accumulation and its
utilizations by Trusts/Institutions in the manner laid down in the Act. In 32 assessment cases,
the Department did not effectively monitor utilization of past accumulated income as
provided in Section 11(2). Further, there is no provision in the Act for declaration of the

purpose/period of accumulation under Section 10(23C). (Paragraph 7.1.11and 7.1.12)

Audit observed that the ITD has no mechanism to verify receipt and utilization of foreign
contribution shownin the ITR Form-7 and that disclosed with Ministry of Home Affairs (MHA)
under the FCRA Act. Although the PAC had made specific recommendation that the ITD
should formulate a data sharing mechanism with the MHA to keep a track of foreign
contribution received and its application, the ITD has yet to take any action on the issue. The
deficiency resulted in incorrect claim of exemption on foreign contribution in 35 cases.

(Paragraph 7.1.13)



ANNEXURE-C
KEY INFORMATION AVAILABLE IN THE RETURN (ITR-7)

This Annexure contains the details of the relevant parts of the ITR that are crucial for the AO to
examine so as to enable him to verify certain crucial aspects, as mentioned below.

1. Details of Institutions

These details may be helpful for the AOs to understand the nature of all the projects and activities
undertaken by the trust orinstitution.

(A18) Whether any project/institution is run by the assessee? (Yes/No) If Yes, then please furnish the details of the
projects/institutions run by you
Sl. Name of the project/institution Nature of activity Classification
(see instruction) (see instruction) (see instructions)
1
2
3
4

2. Details of registration or provisional registration

The AO may examine whether the trust or institution has valid registration for the AY under
consideration or not.

(A19) Details of registration/provisional registration or approval under the Income-tax Act (Mandatory, if required to
beregistered)

(Where regular registration/approval has been granted, details of provisional registration/approval are not required)

Sl. Section under Date of Approval/ Approving/ Date from which
which registered/ registration/provisional | Notification/ | registering registration/
provisionally registration or Unique Authority provisional
registered or approval Registration registration/approval
approved/notified No. (URN) is effective




3. Details of projects/institutions

The AO may examine this part of the ITR to verify whether the trust or institution (being GPU) has
correctly declared its commercial activities.

(A2
3)

Where, in any of the projects/institutions run by you, one of the charitable purposes is advancement of
any other object of general public utility then,-

OTHER DETAILS

Whether there is any activity in the nature of trade, commerce or

a i
business referred toin provisio to section 2(15)? D Yes D No
i | If yes, then percentage of receipt from such activity vis-a-vis total %
receipts
Whether there is any activity of rendering any service in relation to
b ' | any trade, commerce or business for any consideration as referred to []Yes [JNo

in proviso to section 2(15)?

If yes, then percentage of receipt from such activity vis-a-vis total
receipts

%

ii | If'a'or'b'isYES, theaggregate annual receiptsfrom such activitiesin respect of thatinstitution

SI | Name ofthe project/Institution

Amount of aggregate annual receipts
from such activities

4, Details of change of objects/activities

The AO may examine this schedule to verify whether there is any change in the objects of the trust
during theyear.

(A2| . |Isthere any change in the objects/activities during the Year on the basis of
i ) o . e [ ] Yes []No
4) which approval/registration/provisional registration was granted?
ii | Ifyes, pleasefurnish followinginfor mation:- /)
A date of such change (DD/MM/YYYY)
Whether an application for fresh registration/provisional
registration has been made in the prescribed form and manner
B within the stipulated period of thirty days as per clause (ab) of sub- L] Yes [ ] No
section (1) of section 12A / sub-clause (v) of clause (ac) of sub-
section (1) of section12A
Whether fresh registration/provisional registration has been
c granted undersection 12AB [ Yes [JNo
date of such fresh registration/provisional registration / /
D (DD/MM/YYYY)




5. Details of the amountaccumulated

The AO may examine this schedule to verify the accumulation in different years and whether any
income accumulated during the earlier years has been applied during the year. This schedule also

givesinformationabout theincome accumulated during the year.

Details of amountsaccumulated / setapart within the meaning of section 11(2) orin terms of third proviso to
section 10(23C)/10(21)/10(21) read with section 35(1)
Year of Amount Purpose Amount applied | Balance | Amount Balance Amounts
accumulation | accumulated of for charitable/ taxed in any| available applied for
(F.Yr.) in the year of | accumulation | relious/Scientific earlier for charitable or
accumulation research/ social assessment |application | religious/Scie
science or year(s) ntific
statistical research/
research social science
purposes upto or statistical
the beginning of research
the previous year purpose
during the
previous year
out of
previous
years'
accumulation
(1) (2) 3) (4) (5)=(2-4) (6) (7)=(5-6)
2016-17
2017-18
2018-19
2019-20
2020-21
2021-22
2022-23
Total




6. Details of deemed application

The AO may examine this schedule to verify the deemed application in different years and
whether any income deemed to be applied during the earlier years has been applied during the

previous year. This schedule also gives information about the income deemed to be applied
during the previous year.

L ITEYE Details of deemed application of income under clause (2) of Explanation 1 to sub-section (1) of section 11.

Year in Amount | Reason of Out of Amount | Outofthe | Amount of| Amount Balance

which deemed | deeming the taxed in deemed deemed which | Amount of
incomeis | tobe applicati | deemed any application | application| could deemed
deemed to | applied on applicati | earlier claimed, | claimed in nOtl_b:?j Irgcgme
be applied | during income on assessme ampunt earlier a;;;:\lje exerimgon
(F.Yr) the has not claimed, | ntyear(s) required to years, q dl dai pd X
; be applied | applied eemed | claimedin
previous been amount ? )
during the | during the | tobe | carlieryears
yearof | received | required gt gt ; t
. : financial financial | 'NcOMe | onaccoun
deeming| during to be car car u/s of deemed
thatyear | applied Y y 11(1B) | application

pertaining | pertaining

any other during | and required
rélason to current | to current the  |to be applied
Assessment AY previous |in FY 2023-24
year year onwards
(m (2) (3) (4) (5) (6) (7) (8)=(6-7)| (9)=(4-6)
Dropdowns Dropdowns
to be to be
provided provided
Dropdowns
2022-23 to be
provided

Total
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8. Details of reconciliation of Corpus

This schedule contains the reconciliation between the balance sheetand schedule J.

Schedule R Reconciliation of Corpus of Schedule J and Balance sheet

Particulars

Corpus out of the donations Other corpus Corpus other
received for renovation or received on than
repair of places notified u/s or after (a) and (b)
80G(2)(b) on or after 01.04.2021
01.04.2020

)

(2)

3)

A. Closing balance as on 31.03.2023 as per
Schedule J

B. Reasons of difference (+/-) (Bi+Bii+Biii)

i) Purchase of fixed asset

ii) Depreciaion

iii) Any other reason (Please specify)

C. Closing balance as on 31.03.2023 as per
Balance sheet (A+B)

9. Details of voluntary contributions

Schedule VC contains the details of different donations such as corpus donations, foreign
donations,and anonymous donations received during the year.

Voluntary Contributions [to be mandatorily filled in by all persons filing ITR-7]
Domestic Contribution (Other than anonymous donations taxable u/s 115BBC)
i | Corpus donation (Aia + Aib) Ai |
Corpus representing donations received for the
a | renovation or repair of places notified u/s| Aia
80G(2)(b)
b | Corpus other than above Aib
ii | Otherthan corpus donation
(@) Grants Received from Government Aiia
(b) Grants Received from Companies under Corporate Social Aiib
Responsibility
(c) Other specific grants Aliic
(d) Other Donations Aiid
(e) Total Aiie
iii | Voluntary contribution Domestic (Ai + Aiie) Aiii
B Foreign contribution (other than anonymous donations taxdable u/s 115BBC)
i | Corpus donation (Bia + Bib) Bi
Corpus representing donations received for the
a | renovation or repair of places notified u/s | Bia
80G(2)(b)
b | Corpus other than above Bib
ii_ | Other than corpus donation Bii
i | Foreign contribution (Bi + Bii) Biii
iv_| Specify the purpose for which foreign contribution has been received| Biv | Free text box
C Total Contributions (Aiii + Biii) C
Anonymous donations, chargeable u/s 115BBC [Applicable to assessee
D | claiming exemption u/s 11 or 10(23C)(iv) or 10(23C)(v) or 10(23C)(vi) or

10(23C)(V|a) or 10(23C)(iiiad) or 10(23C)(iiiae)]

Aggregate of such anonymous donations received

5% of total donations received at SL No C+Di or 1,00,000 whichever
is higher

Anonymous donations chargeable u/s 115BBC @ 30% (i - ii)

| r———



10. Details of aggregate income derived

This schedule contains the details of different types of income received by the trust other than
donations.

h | Aggregate of income derived during the previous year excluding Valuntary contributions [to
LR UYL (. filediby assesses claimingexemptionu/s 11and 120ru/s 1023C)(iv)or 10(23C)(v)or 10(23C)(vi)or 10(23C) via)]

Receipts from main objects

Receipts from incidental objects
Rent
Commission

Dividend income
Interest income

Agriculture income
Net consideration on transfer of capital asset
Any other income (specify nature and amount)

(N |BlW|N| =

V([N jnn |~ W |IN| =

Nature Amount

Pass through income/Loss (Fill schedule
PTI)

AGGREGATE OF INCOME

>

mo|lNn |m
mla|n|o

Total (9a+ 9b+ 9c +9d) 9e
10| Total(1+2+3+4+5+6+8+9) 10

11. Details of theamount applied to stated objects of the trust/institution
This schedule contains the details of the application ofincome by the trust.

Amount applied to stated objects of the trust/institution during the previous year
LYY from all sources referred to in C1 to C7 of this table- [to be filled by assessee claiming
exemptionu/s 11and 12oru/s 10(23C)(iv) or 10(23C)(v) or 10(23C)(vi) or 10(23C)(via)]

A | Application towards the expenditure of the trust/institution Revenuel Capital| Total

1 Donation to trust or institution registered u/s 12AB or approved u/s
10(23C)(iv)/(v)/(vi)/(via)- Other than Corpus

—_

Religious
Relief of poor
Educational
Yoga

Medical relief

||k~ w(N

Preservation of environment
Preservation of monuments etc.

V| (N |Dh|lwW(N

General public utility

_‘
I RCRENAN
=
o

Application which cannot be specifically identified under 1 to 9 above

Cost of new asset for claim of exemption u/s 11(1A) (restricted to the net
11 | condideration

12 | Total (A1 to A11) A12




ANNEXURE-D
INFORMATION AVAILABLE IN THE AUDIT REPORT

1. Details of registration/ provisional registration

This row contains the details of different registrations available with the trust or institution.

Registration Details

9.

Details of registration/provisional registration or approval/provisional approval or notification of the
auditee underthelncome-tax Act

(details of all the registration/provisional registration/approval provisional approval/notification which are
valid during the previous year should be provided, however where the auditee has got the
registration/approval after provisional registration/approval the details of provisional
registration/approval need not be provided)

Section under which Date of registration/ | Registration/ Authority Date from which
registered/ provisionally | provisional Approval/ granting registration/
registered or approved/ | registration or Notification/ registration/ | provisional
provisionally approved/ | approval/ Unique provisional registration/
notified provisionally Registration No. | registration approval/
(refer note") approval/ notification | (URN), if or approval/ | provisional
available provisional approval/
(dd/mm/yyyy) approval or notification is
notification effective
(dd/mm/yyyy)
(M (2) 3) 4) (5)

2. Details of specified persons

This row contains the details of the key persons of the trust

Management

10

(a) Details of all the Author (s)/ Founder (s)/ Settlor/Trustee (s)/ Members of society/ Members of the
Governing Council/ Director (s)/ shareholders holding 5% or more of shareholding / Office Bearer (s) of the
auditee of any time during the previous year

Name of | Relation | Percentage of | Unique Id Code | Address | Whether there is any |Ifyes,
person refer shareholding in | Identification | <refer chan.geln . ' specify
note#> | case of Number note##> relation during previous | tha change
yearofaudit
shareholder

Yes/No

(M (2) 3) (4) (5) (6) (7) (8)

(b) in case if any of the persons [as mentioned in row 10(a)] is not an individual, then provide the following
details of the natural persons who are beneficial owners (5% or more) of such person at any time during the
previousyear

SI. No. Name | Unique ID code Address | Non Percentage of| Where | If yes,

Identification | <refer individual | beneficial thereis | specify

Number note##> person[as | ownership any the
mentioned change |change
in row no previous
10@@)]in year of
which audit
beneficial Yes/No
ownership
held

(1) (2) 3) (4) (5) (6) (7) (8) 9)




3. Commencement of activities

This row contains the details of the commencement of activities in case of trusts and institutions

that have got provisional registration.

13

Commencement if activities

() | Where the auditee has been granted provisional registration or provisional
approval, whetheractivitieshave commenced during the previousyear

Yes/No

(l) | Ifyesin 13 (), date of commencement of activities

[d[d[mlm[y]y[y[y]

(lii) | Iftheanswerto 13(I) is yes, whether ap
section sub-clause (iii) of clause (ac) o
or application for approval under clause (iii) of the first proviso to
clause (23C) of section 10 has been filed?

sub-section (1) of section 12A

Plicationforre istrationunder | ves/No

(iv) | Ifyesin 13(iii) above, provide the following details regarding application for registration under section
sub-clause (iii) of clause (ac) of sub-section (1) of section 12A or application for approval under clause
(iii) of the first proviso to clause (23C) of section

S.No. Date of Status of registration Date of Registration/ | URN of
Application | in pursuance to Cancellation based on | such
application such application registration

4. Commercial activities by GPU

This part contains the details of commercial activities by the GPU.

15.

Where, in any of the projects institutions run by auditee, one of the charitable purposes is
advancement of any other object of general public utility then -

(A)

Whether any activity is being carried on by the auditee which is in the
nature of trade, commerce or business referred to in proviso to clause
(15) of section 2?

Yes/No

If yes, then percentage of receipt from such activity vis-a-vis total receipts

%

Whether such activity in the nature of trade, commerce or business is
undertaken in the course of actual carrying out of such advancement
of any other object of general public utility

Yes/No

Whether there is any activity of rendering any service in relation to any
trade, commerce or business for any consideration as referred to in
provisoto clause (15) of section 2?7

Yes/No

If yes, then percentage of receipt from such activity vis-a-vis total receipts

%

Whether such activity of rendering service is undertaken in the course
of actual carrying out of such advancement of any other object of
general public utility

Yes/No

Advancement of General Public Unity

16.

If'A'or'D'in 15isYes, the aggregate annual receipts from such activities in respect of that project/institution

S.No.

Name of Project / Institution | Amount of aggregate annual receipts from activities referred in 15A and 15D (in Rs.)

Total




5. Details of business undertaking

This part contains the details of commercial activities by the trust or institution where such
business undertakingis settled into the trust.

Business Undertakings

17,

(i) Whether the auditee has any business undertaking as referred to in sub-section (4) of section 11| Yes/No
If yes, then provide the following details of the business undertaking
(@) Nature of Business Undertaking

(I (b) Business Code
(c) Whether separate books of account have been maintained for the business Yes/No

undertaking (refer note)

(d) Income from the business undertaking for the persons year which is not to be Amount in Rs.
included in the total income of the auditee as per sub-section (4) of section 11
(e) Income from the business undertaking for the previous year which is to be included Amountin Rs.

in the total income of the auditee as per sub-section (4) of section 11

6. Details of businessincidental

This part contains the details of commercial activities by a trust or institution and whether such
activities are incidental or not. It also contains the information on whether separate books of
account have been maintained by the trust orinstitution.

Business Incidental to

Objects

18.

(1 Whether the auditee has any income being profits and gains from any business | Yes/No
as referred in seventh proviso to Clause (23C) of section 10 or sub-section (4A)
of section 11,as the case may be
If yes, then provide the following details of such business: Yes/No
(@) Nature of Business
(1)
(b) Business Code
Whether separate books of account have been maintained for the
(€)  business <refer note> Yes/No
d) Whether the business is incidental to the attainment of the objects Yes/No
of the auditee
(e) Profits and gains from the business during the previous year Amount in Rs




7. Details of TDS

This part contains the report of the auditor on whether different receipts of the trust or institution,
on which TDS has been deducted as per the provisions of section 194C/J/H/Q are business
activities or not. Where such activities are not business activities, the auditor is required to specify
the nature of the activities. The auditor is also required to report whether such activities are
incidental to the attainment of the objects of trust or not and whether separate books of account
have been maintained by the auditor.

19.

TDS on receipts

Details of the receipts of the auditee on which tax has been deducted at source referred to
in sections 194C or 194J) or 194H or 194Q
S.No.|Name [TANof |AmountondAmount | Section | Category of income/receipt Income/receipt | Whether separate
ofthe  |deductor|which tax |of tax under  |Trade, Activity of |Others  |In column7or8 | books of account
deductor has been |deducted | which tax [commerce |rendering | (specify | Whichisfrom | have been
deducted |atsource | hasbeen |or business [any service | the nature)| PUsiness maintained for
at source deducted |(Rs.) in relation | (Rs.) incidental to the | activities
(inRs.) at source toany attainment of | income/receipt
trade, the objectsof | which is mentioned
commerce the auditee in column 10
or business (InRs.) (Yes/No)
(Rs.)
M () 3) 4 (5) (6) @) (8) 9 (10) (amn




8. voluntary contribution

This part of the audit report contains the details of the reconciliation of the statement of

donationsinform 10BD with the donations as per the books of account. This partis crucial to verify

theanonymousdonationsand donationsin kind especially.
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10. Incomeotherthanavoluntarycontribution

This part of the audit report contains details of the income other than donations and the
income that has been applied outside India.

Income other than voluntary contributions devied from property held under trust
referred toin section 11 orincome of fund orinstitution or trust or any university or

28. i

o other educational institution or any hospital or other medical institution (other Amountin Rs.
'g - than the contribution reportedin serial number 24)
w O
V=

4 .
€a Income applied outside India which is eligible under clause (c) of A”.‘ount in Rs.
® |29 i . <Fill Schedule
c " | sub-section (1) of section 11
= Int App>

30, | Income required to be applied in India by the auditee during the

) Amount in Rs.
previous year [27+28+29]

11. Party-wise details of the application ofincome

This part of the audit report contains the details of the application of income with details of
different persons to whom paymentin excess of Rs 50 lakh has been made during the year. This
information may be utilized by the AO to verify the genuineness of the application ofincome. It
also contains details about the mode of payment (electronic or otherwise) and whether TDS
has been deducted or not.

(i) Details of application out of (i) (a) and (i) (b) resulting in payment in excess of Rs. 50 lakh during the
I previous year to any person

S.No. Name of | PAN of Amount of Mode of TDS
personto | such application application
whom person
amount
paid or (Rs.)
credited

+Electronic| Other than| Total Whetherany | Section

modes Electronic TDS has been |under which
(Rs.) modes deducted TDS has been
(Rs.) deducted
Yes/No




12. Incometaxableu/s115BBI
This part of the audit report contains the details ofincome taxable u/s 115BBI

Income taxable under stction 115BBI

(@) | Whether the auditee has any deemed income referred to in sub- | Yes/No Amountin Rs.
section (IB) of section 11 which is chargeable to tax @ 30% under | If yesfill
33. section 115BBland the amoun of such deemed mcome. Schedule D
(b) | Whether the auditee has any deemed income referred to in | Yes/No Amount in Rs.

Explanation 4 to third proviso to clause (23C) of section 10 or sub- | If yes fill
section (3) of stction 11 which is chargeable to tas.@ 30% under | Schedule AC

(i) Whether income accumulated is applied for the purposes | Yes/No Amountin Rs.
other than charitable or religious purposes or ceases to be
accumulated or setapart forapplication thereto

(ii) Whether such income accumulated ceases to remain | Yes/No Amountin Rs.
invested or deposited in any of the forms or modes
specifiedin sub-section (5) of section 11

(iii) Whether such income accumulaeed is not utilised for the | ves/No Amount in Rs.
purpose for which it is so accumulated or set apart during
the period referred to in clause (a) of Explanation 3 to third
proviso to clause (23C) of section 10 or clause (a) of sub-
section (2) of section 11

(V) Whether such income accumulated is credited or paid to | Yes/No Amount in Rs.
any trust or institution registered under section 12AA or
section 12AB orto any fund orinstitution or trust orany uni
ersity or other educational institution or any hospital or
other medical institution referred to in sub-clause (iv) or
sub-clause(v) or sub-clause (vi) or sub-clause (via) of
clause (23C) of section 10

Section 115BBI

(€ | () Whether the auditee has any income which isincome not | Yes/No Amount in Rs.
to be excluded from the total income under twenty first
proviso to clause(23C) of section 10 or clause (c) of sub-
section (1) of section 13 which is chargeable to tax @30%
under section 115BBland the amount of suchincome

(i) Whether the auditee has any income which is not to be ei | Yes/No Amount in Rs.
eluded from the total income under clause (b) of third
proviso to clause (23C) of section 10 or clause (d) of sub-
section (1) of section 13 which is chargeable to tax @30%
under section 115BBland the amount of suchincome

(d) | Whether the auditee has any income accumulated or set apart in | Yes/No Amountin Rs.
excess of fifteen per cen of theincome where such accumulationis
not allowed under any specific provision of the Act and which is
chargeable to tax @30% under section 115BBI and the amount of
suchincome?

(€) | Whether the auditee has made any application out of India which | Yes/No Amountin Rs.
is not excluded from total income under clause (c) of sub-section | «|f yes fill
(1) of stction 11
schedule Int
App>

13. Anonymousdonation
This part of the audit report contains the details ofincome taxable u/s 115BBC

34. | Anonymous donation which is chargeable to tax @30% under section 115BBC Amount in Rs.

_—, e — —  _



14. Applicationofincomefrom sourcesotherthan currentyearincome

This part of the audit report contains details of the income applied during the year from
sources other than the current year’s income. This is required to be verified during the year
when it is applied because the trust has claimed the exemption in the earlier years based on
suchaccumulation or deemed application or treating such income as corpus or otherwise.

Application of income out od different sources

37.

Application of income out of the following sources during the previous year
(A)| Income accumulated under third proviso to | +Electronic Other than Total Amount
clause (23C) of section 10 or under sub-section (2) | modes Electronic (Rs.)
of section 11 during any earlier previous year (Rs.) modes <Fill schedule
(Rs.) AC>
(B) | Income deemed to be applied in any preceding | +Electronic Other than Total Amount
year under clause (2) of Explanation 1 to sub- modes Electronic (Rs.)
section (1) of section 11 during any earlier | (Rs.) modes <Fill schedule
previous, year (Rs.) DI>
(Q)| Income of earlier previous years up to 15% | +Electronic Otherthan | Total Amount
accumulated or setapart modes Electronic (Rs.)
(Rs.) modes (Rs.)
(D) Corpus +Electronic Other than Total Amount
modes Electronic (Rs.)
(Rs.) modes <Fill schedule
(Rs.) Corpus>
(E) Borrowed fund +Electronic Other than Total Amount
modes Electronic (Rs.)
(Rs.) modes <Fill schedule
(Rs.) LB>
(F) Any other (Please specify) +Electronic Otherthan | Total Amount
modes Electronic (Rs.)
(Rs.) modes <Fill schedule
(Rs.) LB>

15.

Taxableincome on anetbasis

This part of the report contains the details of the income taxable on a net basis for certain
violations, as already discussed.

13(10) and 22nd proviso to section 10(23C)

39.

(i) | Whether provisions of twenty seconed proviso to clause (23C) of section 10 or Yes/No
sub-section (10) of section 13 are applicable?
If yes in (i) specify the reason why the provisions of twenty second proviso to clause
(23Q) of section 10 or sub-section (10) of section 13 are applicable?
(@) |Provision of proviso to clause (15) of section 2 is applicable Yes/No
(b) Condition specified in clause (a) of tenth proviso to clause (23C) of section 10 or | Yes/No
(ii) sub-clause (i) of clause (b) of sub-section (1) of section 12A have been violated
© Condition specified in clause (b) of tenth proviso to clause (23C) of section 100r | yes/No
sub-clause (ii) of clause (b) of sub-section (1) of section 12A have been violated
(d) Condition specified in twentieth proviso to clause (23C) of section 10 or Yes/No
sub-clause (ii) of clause (ba) of sub-section (1) of section 12A have been violated
If yes in (1), please provide computation of income chargeable under twenty second
proviso to clause (23C) of section 10 or sub-section (10) of section 13
(@) | Income for the previous year An;ount
(iii) in Rs.
(b) | Total Expenditure incurred in India, for the objects of the auditee ;Ar\]n;cs)unt
(c) | Expenditure to be disallowed
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16. Detailsof specified person

This part of the audit report contains the details of all the specified persons. The AO may use
this information to verify whether any of the transactions with these persons result in passing
any unreasonable benefit to the specified person.

Details of specified person* as referred to in sub-section (3) of section 13

Code of Person referred | Name of such PAN of Aadhar number | Address | If code 2 selected
21 to in sub-section (3) of person such of such person, | of such in column (1)
| section 13 person it allotted person specify the amount
<Refer NoteAA> of contribution
made to the auditee
17. Detailsoftransactioninsection 13(2)
The auditor reports in this part of the report whether any of the transactions entered into with
the specified personsare notatarm’s length.
42. | Details of transactions referred to in section 13 (2)
Whether any part of the income or property of the auditee is, or continues to be, lent to any | Yes/No
(@) | specified person for any period during the previous year without either adequate security <If yes, fill
or adequate interest or both ScheduleSP-a>
(b) Whgther any land, building or o'gher property of the aud'itee is, or continue ’Fo be, made Zifc;l? Al
available for the use of any specified person, for any period during the previous year ScheduleSP-bs>
Whether any amount is paid by way of salary, allowance or otherwise during the previous Yes/No
© year to any specified person out of the resources of the trust or institution for services <Ifyes, fill
c rendered by that person to such auditee and the amount so paid is in excess of what may ScheduleSP-c>
be reasonably paid for such services
d) Whether the services of the auditee are made available to my specified person during the Yclefs/No all
previous year without adequate remunation or other compensation <iryes,
ScheduleSP-d>
Whether any share, security or other property is purchased by or on behalf of the auditee YTfS/NO all
(e) | from any specified person during the previous year for consideration which is more ; hy?:lS’I p
than adequate chedulesr-
el/e2>
Yes/No
(f) Whether any share, security or other property is sold by or on behalf of the auditee to any <If yes, fill
specified person during the previous year for consideration which is less than adequate ScheduleSP-
f1/f2>
() Whether any income of property of the auditee is diverted during the previous year I?fs'c:? il
in favour of any specified person ScheduleSP-g>
Whether any funds of the auditee are, or continue to remain, invested for any period during Yes/No
(h) : : : - : : ~ <If yes, fill
the previous year, in any concern in which any specified person has a substational interest ScheduleSP-h>




18.

Specified violation
This part of the audit report contains the details of specified violations.

43.

Specified Violation

Specified Violation

Whether the auditee has incurred any specified violation as referred to in
Explanation 2 to the fifteenth proviso to clause (23C) of section 10 or
Explanation to sub-section (4) of section 12B and the amount of such
violation

Yes/No

Amountin Rs.

(@) Income of auditee has been applied other than for the objects of
the trust or institution

Yes/No

Amountin Rs.

Attainment of its objectives or separate books of account are not
maintained by auditee in respect of the business which is
incidental to the attainment of its objectives

(b)

Yes/No

Amountin Rs.

Whether the auditee, referred to in clause (a) of sub-section (1) of
© section 13, has applied any part of its income from the property

held under a trust for private religious purposes, which does not
enure for the benefit of the public

Yes/No

Amountin Rs.

Whether the auditee, referred to in clause (b) of sub-section (1) of
section 13, has applied any part of its income for the benefit of
any particular religious community or caste

Yes/No

Amountin Rs.

Whether any activity being carried out by the auditee is not
genuine or is not being carried out in accordance with all or any
of the conditions subject to which it was registered

Yes/No

Amountin Rs.

Whether the auditee has not complied with the requirement of
any other law, for the time being in force, and the order, direction
(f) or decree, by whatever name called, holding that such non-
compliance has occured, has either not been disputed or has
attained finality

Yes/No

If yes, fill
schedule
other law
violation

19. TDSand otherviolation
This part of the audit report contains the details of TDS and other violations.

Whether the auditee has taken or accepted any loan or deposit or any | Yes/No | Amountin Rs.
46.| specified sum, exceeding the limit specified in section 269SS during the (If yes, fill
previous year? Schedule 269SS)
Whether the auditee has received an amount exceeding the limit specified | Yes/No | Amountin Rs.
47 | insection 269ST, from a person a day, or in respect of a single transaction, or (If yes, fill
in respect of transactions relating to one event or occasion from a person Schedule 269ST)
during the previous year?
Where the auditee has repaid any amount being loan or deposit or any Amountin Rs.
48. | specified advance exceeding the limit specified in section 269T, during Yes/No | (If yes, fill
the previous year? Schedule 269T)
(If yes, fill Schedule
TDS/TCS/
49 Where the auditee is required to deduct or collect tax as per the Yes/N Statement of
| provisions of Chapter XVII-B or Chapter XVII-BB? €S/NO | TDS/TCS/Interest
on TDS/TCS as
applicable)
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