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It is a believed that God himself
spoke to Moses on the Mount
of Sinai. God gave him guidance
for his people in the form of the
Ten Commandments.   

These Commandments were
an early form of law. Failure to
follow these could lead to harm
and unhappiness. Even today,
these ommandments are com-
memorated in the US Supreme
Court in the form of a sculp-
ture.

For NGOs in India, the pres-
ent tax law is somewhat differ-
ent, but no less compelling. This
law gives no less than Eleven
commandments, to be followed
religiously by all NGOs.

This issue of AccountAble
lists all the Eleven
Commandments. It also sug-
gests ways to make sure that a
modern NGO does not fall foul
of the new Eleventh Commandment.

11..  YYoouu  sshhaallll  rreeggiisstteerr……
….under section 12A1 as soon as your income
crosses Rs. 1.5 lakh per annum to get exemption
from tax.

You shall also apply for the issue of a PAN2 so
that you can be counted and tracked all the time.
22..  YYoouu  sshhaallll  nnoott  hhooaarrdd……
…the funds that you collect for charity3. Further

you shall spend at least 85% of
the funds each year for chari-
table or religious purposes.
This includes funds spent on
fixed assets needed for your
work. 

But, what if you are not able
to spend 85% of the funds?
You shall apply for a carry 
forward to next year. This
means that you can meet the
shortfall in spending next year.

What if you receive funds
for a project that will last for
3-4 years? You shall apply for
accumulation using form 10.
You will then be permitted to
spend these for the specific
project within the next five
years.

What if you have not
received all the funds that you
have accounted as income?
You shall spend these in the

year you receive the funds, or in the following year.

33..  YYoouu  sshhaallll  nnoott  ssppeenndd……
…your funds on any object outside India, unless it is
for a purpose in which India is interested. 
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1 See AccountAble 15 for more on this.
2 Permanent Account Number 
3 Excluding those received for your corpus
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44..  YYoouu  sshhaallll  nnoott  ccoovveett……
…the assets of the NGO. This
applies to all key persons4,
i.e. people who run the NGO.
They shall not use the equip-
ment, vehicles, assets,
premises of the NGO, with-
out fair payment. 

Also, you shall not divert
any funds of the NGO to key
persons by paying them
salaries or fees etc. If such
payments are necessary, then they shall be reasonable.
They shall also be made against actual services. These
transactions shall also be disclosed by the auditors in form
10B, a part of the audit report for Income Tax return.

55..  YYoouu  sshhaallll  nnoott  iinnvveesstt……
…any of the funds directly in the stock market or any
business, unless the business is incidental to the completion
of the objectives of the trust. If you receive any shares in a
private company as a donation, you shall get rid of these
shares either by transferring or by disposing them off
within the year in which the shares are received (i.e. the
following 31st March). 

However, you shall be allowed to invest in mutual funds,
and certain public sector undertakings.

Also, you shall keep your money in a scheduled bank, post
office, or cooperative society5. 

66..  YYoouu  sshhaallll  ddiivvuullggee……
…full details of your income by filing an Income Tax  return
if your income exceeds the taxable limit6. This shall be in
form ITR 7 and shall be filed on or before the 30th day of
September each year.

77..  YYoouu  sshhaallll  nnoott  lleenndd……
… funds to the key persons at low rates of
interest. You shall also not borrow money
from key persons at high rates of interest.

88..  YYoouu  sshhaallll  ddeedduucctt  ttaaxx……
… from salaries, rent, payments to contrac-
tors, fees, etc. according to the law, and shall deposit this
tax with the Government as per law. 

You shall also file TDS returns showing the amount of tax
collected and deposited quarterly. 

99..  YYoouu  sshhaallll  nnoott  sseellll……
…your property or assets to key persons at low prices. You
shall also not purchase any property or other assets from
key persons at high prices. 

1100..  YYoouu  sshhaallll  nnoott  aammeenndd……
…your Trust Deed or Memorandum and bylaws without
getting prior approval from the Income Tax Department.

1111..  YYoouu  sshhaallll  nnoott  ttrraaddee……
…or carry on any business like activity if you are a modern
NGO, engaged in ‘the advancement of any other object of
general public utility’7 . 

Organisations engaged only in education, medical relief,
or relief of the poor shall not be called upon to follow this
Eleventh commandment.

4 See AccountAble 52 for more on this.
5 Please refer to Section 11(5) of Income Tax Act, 1961 for

other forms of investments.
6 Presently Rs. 1,50,000
7 Applicable from financial year 2008-09 onwards. 

Please see AccountAble 141 and AccountAid Capsule 274
for more on this.

If you receive any shares in a 
private company as a donation, you

shall get rid of these shares either by
transferring or by disposing them off
within the year in which the shares 

are received.
They shall not use the equipment, 

vehicles, assets, premises of the NGO,
without fair payment.

SSoolluuttiioonn  ttoo  ccrroosssswwoorrdd  oonn  PPgg  44::  
WWeesstt  TToo  EEaasstt::Register, Charity, Keypersons, Audit, Transfer
and Dispose, Income.
NNoorrtthh  ttoo  SSoouutthh::Moses, Accumulation, Salaries and Fees,

Stockmarket, Government
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[[TToopp  SSeeccrreett]]  PPsssssssstt……..  

Are you a modern Indian NGO with a guilty secret,
such as selling greeting cards or handicrafts to raise
funds? 

Well, you could be in for some harassment or big
trouble, unless you spin this 'business' activity off into
a separate profit oriented entity. This entity will have a
separate legal identity and tax registration. It will also
have an independent board and ownership. 

What about the buildings and equipment being used
for the business activity? These can be sold to the new
business entity. If the business entity does not have
money to pay for these, the same can be sold through
long term credit. Suitable interest should be charged
on the loan to ensure that there is no problem with key
person transactions. 

All the income from business like activities should be

received into this new entity. All the related expenses
should also be accounted in this entity. Each year, the
entity should prepare a Profit & Loss Account, get an
audit done, if applicale and file the Income Tax return.

Chances are that the business entity will not really
make any profit, once you account for all the relevant
expenses. Therefore, it will pay a small tax or no tax at
all. In such a case, the advantage is that your main
charitable activity will get insulated from the risk of
losing its Income Tax exemption and fund raising
approval.

What if the entity is actually making large amounts
of money? Well, then you should apply for 35AC
approval for the NGO itself.  And whatever profit is
generated in the business entity can be donated to the
NGO each year, for a 100% deduction. The business
entity won't have any taxable income left. No income
means no income tax! Simple, isn't it?

What is AccountAble?
Each issue of ‘AccountAble’ covers a different topic
related to NGO regulation or accounting and is mailed
to about 3,500 persons in NGOs, Agencies and audit
firms. AccountAid encourages reproduction or re-dis-
tribution of ‘AccountAble’ in workshops or NGO
newsletters for non-commercial use, provided the
source is acknowledged. 

Interpretation of law
Interpretation of law given here is of a general nature.
Please consult your advisors before taking any impor-
tant decision. 

AccountAble on the Web
All the past issues of ‘AccountAble’ are available on
our web-site wwwwww..AAccccoouunnttAAiidd..nneett..

AccountAble by e-mail
To get e-mail notification about uploading of new
AccountAble issues, send a blank e-mail to 
aaccccoouunnttaabbllee--ssuubbssccrriibbee@@ttooppiiccaa..ccoomm..

AccountAble in Hindi
AAkkaa%%{{qqeebbll  iihhNNddII  mmee<<  'lleeooaa-yyaaeegg' kkee  nnaamm  ssee  %%ppllBBxx  hhEE,,

AccountAid Capsules
Short items of information on NGO accounting and
related issues. To subscribe, send e-mail to 
aaccccoouunnttaaiidd--ssuubbssccrriibbee@@ttooppiiccaa..ccoomm.

Your Accounts On Internet
Your accounts can be summarised and published on
Internet. You can  also include them in your annual
report. Examples can be seen at
wwwwww..AAccccoouunnttAAiidd..nneett. For details, write to  
aaccccoouunnttaaiidd@@ggmmaaiill..ccoomm.

Questions and doubts?
AccountAid provides complimentary advice to imple-
menting NGOs and NGO auditors on matters related to
accounting or financial regulation. You can send your
questions by e-mail or letter. 
You can also discuss these over the phone. 

Comments
Your comments and suggestions can be sent to
AccountAid India, 55-B, Pocket C, Siddharth
Extension, New Delhi - 110 014; Phone: 011-2634
3128; Phone/Fax: 011-2634 3852; e-mail: 
aaccccoouunnttaaiidd@@ggmmaaiill..ccoomm
© AccountAid™ India iv³m s<vt! 2064 ek?k,
Feb 2008 CE
Printed and published by Sh. Anil Baranwal for
AccountAid India, New Delhi. Ph. 26343128 and print-
ed at PRINTWORKS, F-25, Okhla Industrial Area,
Phase 1, New Delhi. Ph.: 9810653101
Content: Shri Sanjay Agarwal   Design: Ms. Moushumi De
Research and Editing: Sanchita Chakraborty

For private circulation only.

dSA/rSC,AD,SM,IA/sSC/cSC/cdSA
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NNGGOOss  aanndd  IInnccoommee  TTaaxx
A Word Search game to exercise your brain

You may search the words from West to East and North to South.
Some clues: For your help

West to East

■ You should do this under Sec 12A as soon as
the NGO’s income exceeds Rs. 1.5 lakh 
(8 letters)

■ Income Tax Department likes using this 
word - most NGO’s don’t. (7 letters)

■ They may use the NGO assets only after fair
payment. (10 letters)

■ All NGOs registered under Income TAx Act,
should get this done. (5 letters)

■ The two ways of getting rid of the donation
received in the form of shares in a private 
company. (8 letters and 7 letters)

■ If you have this, the Income Tax Department
will be after you. (6 letters)

North to South

■ During this person’s time there was no Income
tax. (5 letters)

■ Form 10 is used for this purpose. (12 letters)
■ Any payments made to keypersons under these

two heads should be reasonable. (8 letters and
4 letters)

■ You should not make any direct investments in
this. (11 letters)

■ Tax deducted from the salaries and fees finally
goes to this institution. (10 letters)

(Please find the solutions to tis crossword 
at the bottom of the Pg 2.)



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


