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ver the last 15-20
years, fellowships in
social work and
activism have become very
popular. Fellowships are
usually awarded to bright
and committed individuals.
The money help such people take up work of their
choice.
The
monthly
stipend may range from a
few thousand rupees to 23 lakh rupees. Some agencies have built large and
effective programs with
this tool.
Changes in FCRA 2010
have upset this apple-cart.
In this issue of AccountAble, we discuss the
changed law. We also discuss the required
changes in fellowship funding.
FCRA 2010: INDIVIDUALS IN THE NET
FCRA 1976 restricted foreign contribution for
NGOs and public figures. It left private individuals
alone. However, FCRA 2010 covers private individuals as well - if they have a definite program.
What kind of a program? Any cultural, educational, economic, religious or social program.
Fellowships often involve research and social
action. These can be seen as a definite program.
Therefore, most fellowships to individuals are
now restricted, if these are funded with foreign
contribution.
What about scholarships, stipend, etc.?

SCHOLARSHIPS & STIPEND
Strictly speaking, the definition of foreign contribution covers scholarships and stipends also.
However, these have been exempted from regulation even for sensitive categories, such as politicians, bureaucrats, journalists etc.1 This means
ordinary citizens can accept these without any
restriction. The old requirement of reporting
these in form FC-5 has also gone.
The exemption covers 'scholarship, stipend or
any payment of like nature'. Neither of these
terms has been defined in the Act. Let us consider these one by one.

1

Sec. 4 of FCRA 2010
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SCHOLARSHIP
One MHA2 publication states that 'scholarship includes
stipend or other such payment for tuition fees, purchase of
books, clothing, study material, education tools, educational
aids, etc.'3
This view is broadly supported by the meaning given in
Oxford dictionary, which defines this as 'the status or emoluments of a scholar given financial support for education in
reward for academic merit by a school, college, or university;
an instance of this'.4
And who is a scholar? Oxford places all the meanings
within an academic context.5
Webster's supports this view by defining scholarship to
mean 'financial aid given to a student (as by a college or foundation) to assist in the cost of education'.6 [Emphasis added]
The Major Law Lexicon offers a short entry on scholarship
- Black's does not even do that, confirming that academicians
rarely go to court over monetary matters!
What does one make of this? Scholarship means assistance given to students or learned persons. This is meant for
advancing their education or learning. It is usually given by a
college etc. but also by charitable organizations, such as
foundations and philanthropists.
STIPEND
The MHA publication implies that stipend is a kind of scholarship. However the usual meaning of stipend is somewhat

2

different.
Oxford Dictionary tells us that it means 'a salary or fixed
regular sum paid for the services of a teacher, public official,
or (esp.) a minister of religion.' It also offers a sub-sense of
'any fixed regular payment; spec. (a) a pension; (b) an
allowance.'7
Webster's secularizes this definition by taking the clergy
out of the picture. It suggests that stipend could also be for
meeting expenses.8
Black's supports the American view of stipend partially,
calling it 'a salary or other regular periodic payment'.
However, it also mentions the religious meaning of 'a tribute
to support the clergy, usu. consisting of payment in money or
grain'.9
The Major Law Lexicon also offers the same meaning: 'a
provision made for the support of the clergy; salary; settled
pay.'10 Incidentally stipend also refers to the monthly
allowance paid by Chartered Accountants to articled assistants.11
Where does all this take us? Stipend has been used after
scholarship. This implies that its sense is subsidiary to that of
scholarship itself. This would mean that the interpretation
provided by MHA is correct. Stipend would thus mean payments made to students, trainees, etc. to meet the cost of
their studies or training.
What about stipend paid to clergy in India? Would that be
permitted or regulated? Payment of salaries, wages and
other remuneration is exempt from regulation under FCRA.
Therefore, stipend paid to clergy by a foreign source would
be exempt under sec. 4(a), if not under sec. 4(g).
2

Ministry of Home Affairs
(Ministry of Home Affairs & ICAI, 2005, p. 12)
4
(Oxford University Press, 2007, p. 2694)
A person receiving formal teaching from another, a pupil, spec. (a) a schoolchild; (b) a person taught by a particular teacher or instructor;
A learned or erudite person, orig. esp. in the classics, now in languages, literature, or any non-scientific subject, an academic.; With specifying adjective: a
person with a specified aptitude for study.
A student who in reward for academic merit is given financial support for education by a school, college, or university.
5 (Merriam-Webster Inc., 1993, p. 911).
6
(Merriam-Webster Inc., 1993, p. 911).
7
(Oxford University Press, 2007, p. 3031)
8
A fixed sum of money paid periodically for services or to defray expenses
(Merriam-Webster Inc., 1993, p. 1015)
9
(Black, 1999, p. 1426)
10
(Aiyar, 2010, p. 6472)
11
Regulation 48, The Chartered Accountants Regulations, 1988
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Fellowship of the Ring
In 1920's, JRR Tolkien, a Professor of English at Oxford started writing a fantasy to amuse himself. And ended up creating
an enduring, magical world of hobbits, elves, dwarves, orcs,
ents, and the evil Sauron.
The story is woven around a magical ring, which can corrupt the wearer, as well as save the world. The
hobbits, who leave their ordinary, ordered
world at the command of a wise wizard, discover new meanings of fellowship on their
perilous journey.
If you let your imagination run, you
might find that this magical, mysterious world has an equivalent in FCRA
itself. And your difficult quest to save the world is not very
different from that of the hobbits'!

PAYMENT OF A LIKE NATURE
What is meant by 'payment of a like nature'? Any payment
which is similar in nature to a scholarship would also be
exempt from regulation under the Act. This phrase should
be interpreted carefully — such payments should not go
beyond the meaning of 'scholarship' itself.
FELLOWSHIPS
This brings us to back to the question of fellowships.
Would fellowships be exempt from FCRA, or would these
be restricted? The Major Law Lexicon tells us that fellowship means a sum of money granted for advanced study or
research, and includes the stipend of a fellow of an educational institution.12 Oxford dictionary also supports this
meaning,13 as does Webster's.14
A Legal Glossary issued by the Government defines this
as 'a sum of money granted for advanced study or
research; the stipend of a fellow of an educational institution'.15 The Government of India regularly awards a number of fellowships for research and study.16
In practice, scholarships and fellowships are often used
interchangeably. However, scholarships are normally granted for studies up to graduation. Fellowships are normally
given after graduation. These are for advanced study and
research projects, often outside the normal curriculum.
SURVIVING FCRA 2010
What does this tell us? Would fellowships be exempt from
regulation under FCRA?
ACADEMIC FELLOWSHIPS
It appears that if a fellowship is granted by a recognised
educational institution,17 primarily for advanced study and
research, it would be exempt. However, if the organisation
is not a recognised educational institution, it might be difficult to view the fellowship as 'payment of a like nature'.
Therefore, payment of FC fellowships by donor agencies

and NGOs would not be exempt from FCRA.
PROGRAM FELLOWSHIPS
What happens if the fellowship is really a small program
grant to an individual?18 One critical change is that the
FCRA 2010 has been extended to individuals also.19
Therefore, in such cases, the receiver would need FCRA
registration or prior-permission.
SALARY OR CONSULTANCY?
Is it permissible to make regular salary payments to fellows? The answer depends on the relationship and the
nature of activities.
Salary or fee is normally given to persons who deliver
services to the organisation in return. Therefore, these are
payments against services. A payment made to another
person, where no service is delivered in return becomes a
donative payment.
You must examine the contract and the facts of the
case. What is the relationship between the NPO and the
person? Is the person really working as an employee? Like
a paid researcher? Or a consultant to the NGO? Is the person a professional consultant, working with other organisations also? Does the person pay service tax?
Then comes the question of output. Is the NGO getting
some services in return? Is the person helping the NGO
deliver services to its beneficiaries? Will the researcher
deliver a publication in return?20
If the answer to some of these questions is 'yes', then
the payment would be treated as salary, wages or other
remuneration.21 In such cases, the payments can be made
without FCRA permission.
12 (Aiyar, 2010, p. 2626)
13 'The status or emoluments of a fellow in a college, learned society, etc.; a

post as a fellow in a college etc.' However, it is positioned as the current subsense of an obsolete meaning. (Oxford University Press, 2007, p. 945)
14 'The position of a fellow (as of a university); the funds granted a fellow'
(Merriam-Webster Inc., 1993, p. 369)
15 (Ministry of Law, Justice and Corporate Affairs, 1992, p. 132)
16 Such as Ramanujan Fellowship, JC Bose National Fellowship, Ramanna
Fellowships, Swarnajayanti Fellowships (Department of Science &
Technology)
17 Recognised by a by a competent body / regulatory authority
18 Examples include spreading awareness, educating or motivating people
or delivering some kind of services to a community etc.
19 Sec. 2(1)(m)
20 Explanation 3 to sec. 2(1)(h) of FCRA 2010
21 Sec. 4(a) of FCRA 2010
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SHEEP IN WOLF’S CLOTHING?
As always, it is advisable to take an
interpretation that helps further
the purpose of the law, and not
defeat it. Camouflaging a fellowship or a program grant as a consultancy payment is not a good
idea and should be avoided.
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What is AccountAble: Each issue of
‘AccountAble’ covers a different topic related to NGO
regulation or accounting and is posted/e-mailed to
about 2,000 persons in NGOs, Agencies and audit
firms. AccountAid encourages re-production or redistribution of ‘AccountAble’ in workshops or NGO
newsletters for non-commercial use, provided the
source is acknowledged.

AccountAble through e-mail: AccountAble is
now available through e-mail, without any charge.
To subscribe, visit www.AccountAid.net and click on
‘AccountAble by E-mail’.

AccountAble in Hindi: Aka%{qebl ihNdI me<

leoa-yaeg ke nam se %plBx hE, To subscribe, visit
www.AccountAid.net and click on ‘Lekha Yog’ by
Email’.

Interpretation of law: Interpretation of law
given here is of a general nature. Please consult
your advisors before taking any important decision.

AccountAble on the Web: All the past issues
of ‘AccountAble’ are available on our website
www.AccountAid.net.
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Questions and doubts? AccountAid provides
complimentary advice to implementing NGOs and
NGO auditors on matters related to accounting or
financial regulation. You can send your questions by
e-mail (query@accountaid.net) 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: query@accountaid.net.
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