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Between Us

Dear Partners, colleagues and friends,

I step out of the leadership role of FMSF and this will be my last
communication through "Interface".

"We're so high up, it's good the nest will always keep us safe,” said the
Baby bird.

"My child, you will always be safe," said the Papa bird, "not because of
the nest, but because of your wings."

All these years, our wings, which 1s our knowledge and expertise, have
kept us flying high. May it continue to do so and never for a moment a
sense of pride enter our minds that we are higher up.

It has been a phenomenal journey for me and I wish you all a wondertul
journey with the new leadership. I am sure FMSF will continue to enjoy
your solidarity and co-operation as it has been all these years.
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Legal Compliance

Intricacies of the Newly Inserted Rule 17AA Specifying
Books of Accounts & Othet Documents

Introduction

Prior to the Finance Act, 2022, there was no
specific requirement under section 12A 1o
maintain books of account by trusts and
institutions.  Although, certin  provisions
made it an implicit requirement to maintain the
books of account.

The Finance Act, 2022 has introduced
additional condition to maintain books of
account by the trusts and institutions under
section 12ZA(1)(b)(1) with effect from the
assessment vear 2023-24,

The Finance Act, 2022 inserted Section 13(10)
and 13(11) with effect from the assessmetit
year 2022-23 to provide thar if the trust or
institution has not maincained the books of
account, the income chargeable to rax shall be
computed after allowing a deduction for only
those expenditures specified in these section.

Rule 17TAA w.e.f. 10th August, 2022

CBDT has notified Bule 17AA welf
10/08/2022 providing form and manner of
the books of account to be maintained and
also providing for place at which such books
of accounts to be kept and the period for
which books of accounts to be preserved.

Rule 17AA has tour (4) Sub Sections [(1) to (4)]
and it provides for -

al Books of Accounts and Other
documents required to be maintained

[LTTAA(L) () (b} () &(d)],

by Form of keeping Books of Accounts
& Other documents [17AA[2)],

¢} Place of maintaining such books of
accounts and other documents
17AAG),

-~
——

y Period for which books of accounts &
other documents should be kept

HTAAM].

The specified books of accounts shall include
cash book, ledger, journal as well as copies of
serially numbered receipts, onginal copy of
IMVOICES, CTC.

In addition o books of accounts as mentioned
in Rule 17AA (1){a)(bi&(c), there is another
1'::{Juirc‘.11'|.cntﬁ of ]-’.{::‘pin}_:;{rrh{:.r documents for
maintaining records of ten specific items, as
given below:

a. Record of all the projects and
institutions run by the person,

b. Record of income of the person
during the previous vear,

¢. Record of applicanon out of the
income during the vear,

d. Record of specified application out of
the income of preceding years,

e. Record of voluntary contribution with
a specific direction to form Corpus,

f. Record of contribudon received
under BUG(2)(b) being treated as

COTPUS,
Interfice 1



g Record of Loans and Borrowings,

h. Record of properties held by the
assessee,

i. Record of specified persons, as
referred 1o in sub-section (3) of
section 13 of the Act,

j- Anyother document.

The books of account and other documents
specified in sub-rule (1) may be keprt in written
form orin electronic form or in digital form or
as print-outs of data stored in electronic form
or in digital form or any other form of
electromagnetic data storage device.

Under Rule 17AA(3), the books of account
and other documents as specified shall be kept
and maintained at its "registered office".

If the accounts are maintained other than the
registered office or at various project locations,
then the concerned orpanisation is required to
intimate to the Assessing Officer in writing,
giving full address of the other places and such
intimation shall be duly signed & wverified by
the person whao is authorised to sign the return
and this should be supported by resolution of

the board.

The books of account and other documents
specified i sub-rule (1) shall be kept and
maintained for a period of ten vears from the
end of the relevant assessment vear.

Insertion of Explicit Provision to
Maintain Books of Accounts by The
Finance Act, 2022

The Finance Act, 2022 amended Secrion
12A(1)(b), imposing an explicit requirement to
maintain  books of account by charitable
InsttuHons,

Interfice 2

Text of Secton 12A(1)(b}): "(b) where the total
income of the trust or institution as computed
under this Act withour giving effect to the
provisions of sections 11 and 12 exceeds the
maximum amount, which is not chargeable to
INCOME-Ax in ANy Previous year,-

{1y the books of account and other
documents have been kept and maintained
in such form and manner and at such
place, as may be prescribed; and

{ity the accounts of the trust or insttution for
that year have been audited by an
accountant defined in the Explanation
below sub-section (2} of secuon 288
betore the specified dare referred to in
section 44AB and the person in receipt of
the income furnishes by that date the
report of such audit in the prescribed
form duly signed and werified by such
accountant and sctiing forth such
particulars, as may be prescribed;”.

Requirement to maintain books of
account

The Finance Act, 2022 amended Section
12A(1)(b) to provide that where the total
income of the trust or institution witheut
giving effect o an exemption under Section
10{23C) or section 11 and 12, exceeds the
maximum amount which is not chargeable o
tax, such trust or institution shall kéep and
maintain  books of account and  other
documents in such form and manner and at
such place, as may be preseribed. This
amendment is effective from the assessment
year 2023-24,

Requirement to maintain books of
accounts is an additional condition

It is o be noted that this condition o mainmmn
books of accounts ig in addiden to the
conditions requiring the rust or institutions to



get registration, audit of the books of
accounts and filing of return of income. Thus,
if the trust fails to comply with any of these
conditions, the benefit of exempnon under
Section 11 and 12 shall not be available,

Applicable, if total income exceeds INR
2,50,000

This provision regarding maintenance of
prescribed books of accounr and other
documents 1s applicable only 1f the total
income of the charitable institution as
computed under the Act, without giving effect
to the provisions of sections 11 and 12,
exceeds the maximum amount, which 1s not
chargeable to income tax in the previous year,

Form and Manner and Place to
Maintain the Books of Accounts

Section 12A(1)(b) provides that books of
account shall be kept and maintained in such
form and manner and at such place, as may be
prescribed.

Which books of account are required to be
maintained?

The term' books of account' has been defined
in section 2{12A) as under: "books or books of
account” includes ledgers, dayv-books, cash
books, account-books and other books,
whether kept in the written form or in
clectronic form or in digital form or as print-
outs of data stored in such electronic form or
in digital form or in a floppy, disc, tape or any
other form of electro-magmetic data storage
device; Thus, as per the definition under
section 2(12A), the books of accounts include
the following:

a) lLedgers,

b) Day-books,

c) Cashbooks,
d) Account books,
g) Otherbooks.

Books of Accounts Required to be
Maintained [17AA(1)(A)(B)&(C)

17AA. (1) Every fund or institution or trust or
any university or other educational institution
or any hospital or other medical mnsrruton
which is required to keep and maintain books
of account and other documents under clanse
{a) of tenth proviso to clause (230 of secton
10 of the Act or sub-clause (i) of clause (b) of
sub-section (1) of section 12A of the Act shall
keep and maintain the following, namely:-

a) booksof account, including the following,
namely: -

iy Cashhook;
(i) Ledger;
(i) Journal;

(iv) Copies of bills, whether machine
numbered or otherwise serially
numbered, wherever such hills are
issued by the assessee, and copies or
countetfoils of machine numbered
or otherwise serially numbered
receipts issued by the assessee;

(v) Original bills whetever issued to the
person and receipts in respect of
payments made by the person;

(vi) 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
transactons eftected;

Interfoce 3



b} books ol account, as referred in clause (a),
for business undertaking referred in sub-
section (4) of section 11 of the Acr;

¢} books ol account, as referred in clause (a),
for business carried on by the assessee
other than the business undertaking
referred in sub-section (4) of section 11 of
the Act.

Hence, Organisation having income subject to
section 11(4) and 11(4}(a) is required to
maintain separate set of books of account of
such income in line with the provision under
Income Tax Act.

[tis to be noted that the books of accounts as
defined under section 2(12A) includes copy of
day-books and ledgers but the books of
accounts specified under Rule 17AA also
includes copy of bills, receipts, ete.

Moreover, the requirement of 17AA is the
original bills in respect of the application of
income, whereas the practice of receiving
softcopy of bills has been started. Hence, it
needs to be clarified what shall constitute
original bills for the purpose of meeting the
tequirement of Rule 17AA

Other Documents Required to be
Maintained [17AA(1)(D)]

In addition to books of accounts as mentioned
in Rule 17AA (T){a)(b)&{c), there is another
requirermnents of keeping other documents for
maintaining records of ten specific items,
details of which is summarised herein below:

(i) record of all the projects and
institutions run by the person
containing details of their name,
address and objectives;

(ii) record of income of the person
during the previous vear, in respect
of,-

Interfice 4

(Il voluntary contribution containing
details of name of the donor,
address;, permanent account
number (if available) and Aadhaar
numbet (if available);

{Il) income from property held under
trust referred o under section 11 of
the Act along with list of such
properties;

(I} income of fund or institeton or
trust or any university or other
educational institution or any
hospital or other medical instiration
orther than the contributon referred
initems (1) and (11);

(iii) record of the following - out of the
income of the person during the
previous year:-

{I) applicaton of income in India,
containing details of amount of
application; name and address of
the person to whom any credit or
payment is made and the object for
which such application is
made; amount eredited or paid to
any fund or institution or trust or
any university or other educational
institution or any hospital or other
medical insttuton referred to in
sub-clause (iv) or sub-clause (v} or
sub-clause (vi} or sub-clause (via) of
clause (230C) of section 10 of the
Act or other trust or institution
registered under section 12AB of
the Act, containing details of their
name, address, permanent account
number and the objeet for which
such credit or payvment is made;

(If) application of income outside
India, conrining details of amount
of application, name and address of



(1)

(IV)

(V)

(VD)

the person to whom any credit or
payment is made and the object for
which such application is made;

deemed application of income
referred in clause (2) of
Explanation | of sub- section (1) of
section 11 of the Act containing
details of the reason for availing
such deemed application;

income accumulated or ser apart as
per the provisions of the
Explanation 3 to the third proviso
to clause (23C) of section 10 or
sub-section (2) of section 11 of the
Act which has not been applied or
deemed to be applied containing
details of the purpose for which
such income has been accumulated;

money invested or deposited in the
forms and modes specified in
sub-section (3) of section 11 of the
Acty

money invested or deposited in the
forms and modes other than those
specified in sub-section (5) of
section 11 of the Act;

(iv) record of the following - out of the
income of the person of any previous
vear preceding the current previous
year -

(L)

application out of the income
accumulated or set apart containing
details of year of accumulation,
amount of application during the
previous vear out of such
accumulation, name and address of
the person to whom any credit or
payment is made and the object for
which such application is made;

¥)

(Im)

(1)

{1v)

V)

application out of the deemed
application of income referred to in
clause (2) of Explanaton | of sub-
secnon (1) of section 11 of the Act,
for any preceding previous vear,
containing  derails of year of
deemed application, amount of
applicaton during the previous vear
out of such deemed applicadon,
name and address of the person to
whom any credit or payment is
made and rhe objecr for which such
application is made;

application, other than the
application referred in item (1) and
item (lI), out of income
accumulated during any preceding
previous year containing details of
vear of accumuladon, amount of
application during the previous vear
out of soch accumulation, name
and address of the person to whom
any credit or payment is made and
the object for which such
application is made;

money invested or deposited in the
forms and modes specified in
sub-section (5) of section 11 of the
Act;

money invested or deposited in the
forms and modes other than those
specified in sub-section(3} of
section 11 of the Act

record of voluntary contribution
made with a specific direction that
they shall form part of the corpus, in
respect of,-

{1

the contribution received during the
previous year containing details of

name of the donor, address,

Interface 5



(1)

(1)

(IV)

V)

Interfice &

permanent account number (if
available) and Aadhaar number (if
available);

application out of such voluntary
comtribution referred to in tem (1)
containing details of amount of
applicaion, name and address of
the person to whom any credit or
payment is made and the object for
which such applicarion is made;

amonnt  eredited  or paid  towards
corpus fo any fund or inctitution or
trist or any umiversity or other
educational institution or any
bospital or other medical institution
referred fo n swb-cleie () or sl
dawse (v) or fub-clase () or sl
clause  (via) of clanse (23C) of
section 10 of the Adt or ether frast
ar instilution registered ander
section. 1248 of the Ad, owt of
raweh reluntary contribuiion
received  during  the  previows  year
containing  details of  their name,
addrers, permanenl account
number and  the object for which
siel) eredit or payment i3 made;

the forms and modes specified in
sub-section (3) of section 11 of
the Act in which such voluntary
contribution, received during the
previous year, is invested or
deposited;

money invested or deposited in the
forms and modes other than those
specified in sub-section (5) of
section 11 of the Act in which such
voluntary contribution, received
during the previous vear, is
invested or deposited:

applicaton out of such voluntary
contribution, received duringany

(V1)

(V1)

(VIII)

(1x)

previous year preceding the
previous year, containing details
of the amount of applicadon,
name and address of the person to
whom any credit or payment is
made and the object for which
such application is made;

amount credited or paid towards
corpus to any fund or institution
Or trust or any university or other
educational Instrution or any
hospital or other medical
insttution referred to in sub-
clause (iv) or sub-clause (v) or sub-
clause (vi) or sub-clause (via) of
clause (23C) of section 10 of the
Act or pther trust or instmtion
registered under section 12AB of
the Act, out of such velunrtary
contribution received during any
vear preceding the previous
year, containing details of their
name, address, permanent
account number and the object for
which such credit or payment is
miade;

the forms and modes specified in
sub-section (5) of secton 11 of
the Act in which such voluntary
contribution, received during any
previous vear preceding the
previous vear, is invested or

deposited;

maoney invested or deposited in the
forms and modes other than those
specified in sub-section (5) of
section 11 of the Act in which
such voluntary contribution,
received during any previous vear
preceding the previous vear, is
invested or deposited;

amount invested or deposited
back in to such voluntary



(vi)

contribution {which was applied during
any preceding previous year and not
claimed as application) including derails
of the forms and modes specified in sub-
section (5) of section 11 in which such
voluntary contribution is invested or
deposited.

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 80G
which is being treated as corpus as
referred in Explanation 1A to the third
proviso to clause (23C) of section
10 or Explanation 3A to sub-section
(1) of section 11, in respect of,-

(1) the contributon received during
the previous vear containing
details of name of the donor,
address, permanent account
number (if available) and
Aadhaar number (if available);

(IIy  contribution received during any
previous vear preceding the
previous vear, treated as corpus
during the previous vear,
containing details of name of the
donor, address, permanent
account number (if available) and
Aadhaar number (if available);

(I11)  application out of such voluntary
contribution referred to in item (1)
and item (11} containing details of
amount of application, name and
address of the person to whom
any credit or payment is made and
the object for which such
application is made;

(IV)

(V1)

(VI

amannt oredited or paie towards corpus
to any fund or inctitution or frist or am
wwiversity olawse {iv) or sub-clasge (v} or
sieh=clawse (vi) or suwb-clawse (via) of
clatise (23C) of section 10 af the Act or
other truit or institution  registered
wnder section 128 of the A, ant of
sweh palumtary  contribution  received
during the previous year containing
detatls af  their name, address,
persmanent aceont namber and the abject

o mbich siech credit ar payment i made;

the forms and modes specified in
sub-section (5) of secdon 11 of
the Act in which such corpus,
received during the previous vear,
is invested or deposited;

moeney invested or deposited in the
forms and modes other than those
specified in sub-section (5) of
section 11 of the Actinwhich such
corpus, recelved during the
previous vear, is invested or
depaosited;

application out of such corpus,
received during any previous vear
preceding the previous, vear,
containing details of amount of
application, name and address of
the person to whom any credit or
payment is made and the object for
which such application is made;

amount credited or paid to
towards corpus any fund or
institution or trust or any
university  or other educational
institution or any hospital or other
medical institution referred o in
sub-clause (iv) or sub-clause {v) or
sub-clavse (vi) or sub-clause (via)
of clause (23C) of section 10 of
the Actor other trust or institution

Interface 7



temistered under section 12AB of
the Act, out of such voluntary
contribution received during any
vear preceding the previous year,
containing details of their name,
address, permanent account
number and the object for which
such credit or pavment is made;

(V1) the forms and modes specified in

sub-section (3) of secion 11 of
the Act in which such corpus,
received during any previous year
preceding the previous vear, is
invested or deposited; money
invested or deposited in the forms
and modes other than those
specitied in sub-section (5} of
section 11 of the Actin which such
corpus, received during any
previous vear preceding the
previous vear, is invested or
deposited;

(vii) record of loans and borrowings,-

(I

(I

(1)

Interfice 8

containing information regarding
amount and date of loan or
borrowing, amount and date of
repayment, name of the person
from whom loan taken, address of
lender, permanent account
rumber and Aadhaar number (il
available) of the lender:

application out of such loan or
borrowing containing details of
amount of application, name and
address of the person to whom
any credit or payment is made and
the object for which such
application is made;

application out of such loan or
borrowing, received during any
previous year preceding the
previous year, containing details

(V)

of amount of applicaton, name
and address of the person to
whom any credit or payment is
made;

repayment of such loan or
borrowing  (which was applied
during any preceding previous vear
and not claimed as application)
during the previous vear;

(viii) record of properties held by the
assessee, with respect to the
following, namely,-

(1)

(1)

immovable properties containing
derails of,

1) nature, address of the
properties, cost of acquisition
of the asset, registration
documents of the asset;

2) wansfer of such properties,
the net consideration  uilised
in acquiring the new capital
assel;

movible properties including
details of the nature and cost of
acquisiion of the assey;

(ix) record of specified persons, as
referred to in sub-section (3) of
section 13 of the Act,-

I

()

containing details of their name,
address, permanent account
number and Aadhaar number (if
available);

transactions undertaken by the
fund or institution or trust or any
university or other educational
instirution or any hospital or other
miedical institution with specified



persons as referred to in sub-
section (3) of section 13 of the Act
conraining details of dare and
amount of such ransacnon,
nature of the transacoon and
documents to the effect that such
transaction is, directly or indirectly,
not for the benefit of such
specified person;

{(x) any other documents
containing any other relevant
information.

Form of Kﬂeping Books of
Accounts & Other Documents
[17AA(2)]

The books of account and other
documents specified in sub-rule (1) may be
kept in written form or in electronic form or in
digital form or as print-outs of data stored in
electronic form or in digital form or any other
form of electro magnetic data storage device.

The above definition enables an
organisation to maintain books in any form
including electronic or in digital form. Thisisa
landmark shift which will enable the
organisations to maintain books of account
only in digital or electronic form. Normally,
physical printouts of cash book and ledgers
were requited to be taken even in case of
electronic or digital book keeping.
However, organisations should be extremely
careful in not keeping physical copies of the
books of accounts because such books have to
be kept in safe custody for more than 10 years.

With regard to documents, one has to keep the
hard copies where the originals were generated
in hard form. Further, one should ensure the
admissibility of any supporting document in
clectronic /digital form before doing away with
the phyvsical copies.

Place of Maintaining Such Books of
Accounts & Other Documents

[17AA(3)]

Under Rule 17AA(3) the place for maintaining
books of accounrs has been provided as
under:

"(3) The books of account and other
documents specified in sub-rule (1) shall
be kept and maintained by the fund or
INSttuton or trust or any Gniversity or
other educarional institution or any
hospiral or other medical insttution ar irs
tegistered office:

Provided that all or any of the books of
account and other documents as referred
tor in sub-rule (1) may be kept at such
other place in India as the management
may decide by way of a resoluton and
where such a resolution is passed, the
fund or institation or trast or any
university or other educational institntion
or any hospital or other medical
institution  shall, within seven days
thereol, intumate the jurizdictional
Assessing OMfficer in writing giving the
full address of that other place and such
intmation shall be duly signed and
verified by the person whao is authorised
to verify the return of income under
section 140 of the Act, as applicable to
the assessee.”

In the light of the above provision, all
organisations are required to keep the books
of account at the registered office. 1f the
organisation keeps all books of account or a
portion of books of account at some other
plice then the following procedure should be
followed:

* The place should be approved
through Board Resoluten,

Interfoce 9



* Informed to J'\Sﬁcﬁﬁing Ofticer
within 7 days of decision with full
address of such other place. This
intimation should be signed  and
verified by the same person who is
authorized to verify the Income
Tax Rerurn.

Henee, if the accounts are maintained other
than the registered office or at vanous
project locations, then the concerned
organisation 18 required to intimate to the
Assessing Officer in writing, giving full address
of the other places and such intimation shall
be duly signed & verified by the person who is
autharised to sign the return and this should be
supported by resolution of the board.

Period for Which Books of Accounts
& Other Documents Should be Kept
[17AA(4)]

The books of accounr and other
documents specified in sub-rule (1) shall be
kept and maintained for a period of ten years
from the end of the relevant assessment vear:

Provided thar where the assessment in
reladon to any assessment year has been
reopened under section 147 of the Act
within the pertod specified in section 149
of the Act, the books of account and
other documents which were kepr and
maintained at the tme of reopening of
the assessment shall connnue to be so
kept and maintained till the assessmentso
reopened has become final.

Under Rule 17AA{4), books of account and
other documents are required 1o bekept for a
period of ten years from the end of the
relevant Assessment Year,

This is a change which will have far reaching
impact because organisations will effectively
be required to preserve the books of account
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for 11 years. It may be noted under Foreign
Contribution Regulation Act, 2010 (FCRA
20105 the requirement of preservadon is
limited to 6 vears. However, in the light of this
amendment in the Ineome Tax rules, even the
FCRA records will have to be preserved for 11
VEArs,

It is to be noted, that for the purpose of
preservation, the books of accounts as
specified in Rule 17AA(4), shall also include
copies of all the bills & supporting documents
and not only the cash book, bank book &
ledger.

Other Related Issues
Effectve Date of Notification

Notfication for maintaining specified books
of account and other records is effective from
10th August 2022, the question arises about
the implicavon for the accounts already
maintained ie. from 01/04/2022 10
10/08/2022. In our opinion, the effective date
will be 1008/ 2022 and it will not be treated as
aviolation if some documents or information
are not maintained in a specified manner
between the period 01/04/2022 to
10/08/2022.

Implication of Non-Maintenance of
Books of Account

The Finance Act, 2022 inserted Section 13{1(1)
and 13{11) with effect from the assessment
vear 2022-23 to provide that if the trust or
institution has not maintained the books of
account, the income chargeable to tax shall be
computed after allowing a deduction for
expenditure incurred for the objects of the
institution as specified in this section.

The newly inserted section provides that the
income chargeable to tax shall be computed
after allowing the deduetion for the



expenditure (other than capital expenditure)
incurred in India for the objects of the trust or
institution, subject to  fulfilment of the
following conditions, namely:

The provisions of Secton 4ia)(ia),
Section 40A(3) and Section (3A} shall,
mutatis mutandis, apply as they apply in
computing the income chargeable under

a) Such expenditure is not from the
corpus standing to the credit of
such trust or insttution as on the
last day of the financial vear
immediately preceding the
previous year relevant to  the
assessment  vear for which the
income is being computed:

1) Such expenditure is not from any
loan or borrowing;

c) Claim of depreciation is not in
respect of an asset, acquisition of
which has been clamed as an
application of income in the same
orany other previous vear; and

d)  Such expenditure is not in the
form of any contribution or
donation to any person.

the head "Profits and gains of business or
profession”. Therefore, the disallowance
shall be made for the cash payment of
expenditure and non-deduction or non-
payment of TDS on the sum payable to a
resident.

Further, no deducrion of any expenditure
or allowance or set-oft of any loss shall
be allowed to the assessee under any
other provision of the Act,
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Overview of the Proposed Scheme and
Rules under Social Stock Exchange

Social Stock Exchange Framework -
Regulations

The Social Stock Exchange (S5EF) will provide
social enterprises with an additional avenue to
raise funds. At the same time, the private sector
will bhe able to search for their CSR
implementing partners. With regard to SSE,
Securities and Esxchange Board of India
(SEBT) has notified various framework for the
social stock exchange (SSE) by making the
following amendm ents:

Amending the SEBI (Issue of Capital
and Disclosure Requirements
(ICDR})) Regulatens, 2018. The
amended regulations shall be called
the SEBI (ICDR){(Third
Amendment) Regulatons, 2022, For
amended reguladon kindly follow cthe
link below:- hteps:/ /wwwiseblgovin
{legal/regulations/jul-2022/
securities-and-exchange board-of-
india-issue-of-capital-and disclosure-
requitements- third amendment
regulations-20022_6117 L.html

- Amending the SEBI (Listing
Obligations and Disclosure
Requirements (LODR)) Regulatons,
2015. The amended regulations shall
be called the SEBI {LODR) (Fifth
Amendment) Regulations, 2022, For
amended regulation kindly follow the
link below:- hreps:/ /wwwsebigovin
flegal/regulations/jul-
2022/ securities-and-exchangeboard-
of-india-listing-obligations-and-
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disclosure-requirements-fifth-
amendmentregulations-
2022 61169 html

Amending the SEBI {Alernative
Investment Funds (AIF))
Regulations, 2012, The amended
regulations shall be called the SEBI
(ATF) (Third Amendment)
Regulations, 2022, For amended
rcgulﬂ[i:m kindly follow the link
helow:  hteps:/ /www.sebi.gov.in/
legal /regulations/jul2022/ securiries-
and-exchangeboard-of-india-
alterpative-investment-funds-third
amendment-regulationns-
2022_61156.heml

Al the above amendments are
effective from 25th July, 2022.

Terminal and Access to SS5E

The S5E will be a separate segment of the
recognised stock exchanges having natonwide
trading terminals permitred to register Non-
Profit Organizations (NPOs) or list of
securities issued by NPOs, 55E is only
accessible to:

= Insotutonal Investors, and
Non-Insttutonal Investors

SEBI may permit other classes of investors, as
it deems fit.



Eligibility Criteria to be Identified as a

Social Enterprise

Presented below are the organizavons eligible
to be classified as Social Enterprise and
accordingly participate in the SSE:

(i) Non-Profit organisations (NPOs)
which are defined as:

- A Charitable Trust registered under
the Trusts Act, 1882,

= A Charitable Trust registered under
the public rrust starute of the srate,

- A Charitable Society registered under
the Societies Registration Act, 18610,

- A Company incorporated under
Section & of the Companies Act,
2013,

- Any other entity as may be specified
by SEBL in future.

However, NPOs should also establish primacy
of its Soetal intent to be eligible for SSE.

(ii) For-Profit Social Enterprise which are
defined as a company or body corporate
operating for profit but having "social
intent" and impact as their primary goal.
Further, certain ineligibility ecriteria for
Social Enterprises has also been
mentioned in Rule 292H of the
notification. Corporate foundations,
political or religious  organizations or
activities, professional or trade
associatons, infrastructure and housing
companies {except affordable housing)
shall not be eligible to be identified as a
Social Enterprise. Accordingly, they will
not be able to participate in the S5E.

Proving the Primacy of Social Intent

In order o be eligible for SSE; Social
Enterprises as defined above should follow the
tollowing conditions:

1) Shall engage in at least one of the Sixteen
(16) defined activities. Further, SEBI
may define additional activities from time
o time;

i..) Shall targer underserved or less privileged
population segments or regions recording
lower performance in the development
priorities of central and/or state
OVETTUTIENTS;

1) Shall have at least 67% of its activities
(activity as said in point 1" above)
towards the target population (as
defined in peint 'ii' above). The said
activities shall be at least 67% of the
immediately preceding 3-year:

- average of revenues from providing
eligible acuvities to members of the
target population OR

- average of expenditure incurred
for eligible activities to members of
the target population OR

- average of the total customer base
and/or total number of
beneficiaries for members of the
target  population to whom the
eligible activities have been provided.

Sixteen activities designated for
establishing social intent:

The eligible Social Enterprise shall engage inat
least one of the following activiries:

i) eradieating hunger, poverty,
malnutrition and inequaliry,
promoting  health care including
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mental healtheare, saniaton and
making safe drinking water available;

i) promoting education, employability
and livelihoods;

i) promoting gender equality,
empowerment of wemen and
LGBTQIA+ communities;

vy ensuring environmental
sustainability, addressing climarte
change including mitgation and
adapration, forest and wildlife
conservaton;

v, protection of national heritage, art
and culture;

Vi) training to promote rural sports,
nationally recognised sports,
Paralympic sports and Olympic
SpOTLS;

TR H 1 o 3 T
vii.) supporting incubators of Socul
Enterprises;

viil,) supportng other platforms that
strengthen the non-profit ecosystem
in fundraising and capacity building;

ix.) promoting livelihoods for rural and
urban poor including enhancing
income of small and marginal
farmers and workers in the non-farm
BECTOr;

x.) slum area development, affordable
housing and other interventions to
build sustainable and resilient cines;

xi.j disaster management, including
relief, rehabilitation and

TeCONSIrUCHon acHvities;

xii.) promotionof fAnancial inclusion;
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xiii.} facilitating access to land and
property assets for disadvantaged
COMMUNILES;

xiv)) bridging the digital divide in internet
and mobile phone access, addressing
issues of misinformaton and data
protection;

xv.) promoting welfare of migrants and

displaced persons;

xvi) any other area as identfied by the
Board or Government of India from
tme to tme

Requirements of Mandatory Registration
of NPOs With a SSE

Before raising any funds through a SSE, NPOs
should mandatorily seek registration with a
Social Stock Exchange. The minimum
requirements for registration of a NPO shall
be specified by SEBI from time to ume.

Fund Rﬂising Dptinns forNPOs

Zero Coupon Zero Principal Instrument:

It will have zero coupon rate and no principal
amount shall be payable on maturity, Further,
it can be issued only for 4 specified project or
activity which falls under the list of eligible
activities specified under regulation 292E and
fora specified project duration,

The procedure and conditons for public
issuance of it have been defined in regulation
292K, 2921 and 292N, Termination of listing
of it from the S5E has been defined in
regulation 292,

Donations through Mutual Funds
Schemes:

NPOs chall be eligible to receive donations



through mutual fund schemes. It should be
noted that currently there are certain mutual
funds which give a part of their income for
charitable purposes. In future, an NPO will
have to be registered with the SSE to access
such funds.

Any other means as may be specified by SEBI
in future,

Fund Raising Options for Profit Social

Enterprise
{1} lssuance of Equity Shares
(i} lssuance of Debr Securities

(1i1) Any other means as may be specified by

SEBlin future
Disclosure Requirement
Disclosure by NPOs:

A NPO registered on SSE shall be required to
make annual disclosures to the S5E on
specified martters within 60 days from the end
of the fnancial year or as subsequently

specified by SEBL
Disclosure by For Profit Social Enterprise:

A For-Profit Social Enterprise whose
designated securities are listed on the S5E shall
comply with the disclosure requirements
contained in these regulations with respect to
issuers whose specified securities are listed.

Intimation and disclosure of events or
information to the S5E are:

a) The Social Enterprise shall frame a
policy for determination of
materiality, duly approved by ies
board or management, which shall be
disclosed on the S5E.

b)  The board and management of the
Social Enterprise shall authorize one
or more of its Key Managerial
Personnel for the purpose of
determining materiality of an event
or informartion and for the purpose
of making disclosures to the SSE and
the contact details of such personnel
shall also be disclosed o the SSE.

¢) A Social Enterprise shall disclose the
event, comprising details of the event
including the potental impact and the
steps being taken by the Social
enterprise to address the same, 1o the
SSE within 7 days of any event that
may have a material impact on the
planned achievement of outputs or
outcomes. Further, relevant updates
shall be provided to the S5E on a
regular basis with relevant
explanations ull the time concern
events remains material,

dj  The Social Enterprise shall provide
specific and adequate reply to all
queries taised by the S5E, with
respect toany events or information.

The Social Enterprise shall also disclose on its
official website all such events or information
which have been disclosed o the 555, under
this regulation.

Disclosure with respect to Social Impact
are:

a) A Social Enterprise, shall be required
to submit an annual impact report to
the SSE in the format specified from
tirme to time.

by  The annual impact report shall be

audited by a Social Audit Firm
employing Social Auditor.
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The S5 may specify parameters, in
addition to those specified by the
SEBI, which shall also be required to
be disclosed on an annual basis,

Disclosure with respect to Statement of

Utilization of Funds:
a}  Alisted NPO shall submit to the S5E,

category-wise amount of money
ratsed, utlised & balance unutilised
on a quarterly basis and till the issue
proceeds have been fully urlised or
the purpose has been achieved.

bj)  The vnudlised amount shall be kept
in 4 separate bank account and shall
not be co-mingled with other funds.
Other Issues

The SEBI (AIF) Regulations, 2012
has been applicable 1o the Social
Enterprises.

A Social lmpact Fund {S81F) or
schemes of SIF may also issue social
units. However, each scheme of the
SIF shall have 4 corpus of at least Rs,
5 Crores,
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Individual investor can invest a
minimum of Rs. 2,00,000/- in
securities of NPOs listed on an S5H
through Social Impact Fund (SIF).

A social impact fund or schemes of a
social impact fund launched
exchasively for a NP, shall be
permitted o deploy or invest 100%%
of the investable funds in the
securities of NPOs registered or
listed on a social stock exchange.

At least seventy-five percent of the
investable funds shall be invested in
unlisted securities or partnership
mtetrest of social ventures or in units
of social ventures or in securities of
social enterprises, However, existing
SIF may invest the remaining
investable funds in securities of NPO
registered or listed with the prior
consent of at-least 75% of the
investors by value of investment.



Overview and Analysis of the Framework
on Social Stock Exchange (SSE)

The Securities and Exchange Board of India
(SEIBT) issued a detailed framework on the
social Stock Exchange (S5E) vide circular No,
SEBI/HO/CFD/Pol>-1/P/CIR/2022/120
dated 19th Seprember, 2022, The Social Stock
Exchange (S5F) 15 a regulated structure that
will facilitate an additonal avenue of fund
raising for social enterprises to raise funds. The
framework lists the minimum requirements
for registration with SSE along with the
r'(:guhtm':.' disclosures rcquirumuntﬁ for non-
profic organisations (NPOs) registered with
the S5E. The demiled framework mendons
about the following points:

* Minimum requirements for
registration with SSE to be met |:r].' A
NP

* Minimum initial disclosure
tequirement for NPOs raising funds
through Zero Coupon Zero Principal
Instruments,

*  Annual disclosure by NPOs registered
with 55,

*  Disclosure of Annual Impact Report
(AIR) by all social enterprises
registered with SSE,

*  Quarterly statement of utlization of
funds,

*  Guidance notes for registered NPOs
on disclosure of General,
Governance and Financial aspects,

*  Guidance notes for all Social
Enterprises (5Hs) on Annual Impact
Report (AIR).

A copy af this circudar s avaiiable on SEBI webiite at
winssebi.gonin  wnder  the  categories "Legal
Framepork ! Cirodars”,

MINIMUM REQUIREMENTS FOR
REGISTRATION WITH SSE

Which type of NPOs are notified as an
eligible entity for registration with S5E?

The following types of entities registeted in
India can register with 58E subject to the
regu ired criters are met:

* acharitable trust registered under the
public trust stame of the relevant
state,

* a charirable trust registered under the
Socienes Registration Act, 1860,

* acharitable trust tegistered under the
Indian Trusts Act, 1882,

* a company incorporated under
section 8 of the Companies Act, 2013,

Will the Societies Registered under the
State Societies Registration Act will be
allowed for registration with SSE?

The Societies Registration Act, 186() has been
adopted by most of the State Governments
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with /without further amendments. Also, the
effective date of its applicability differed from
state o state. When the state Governments
adopted the Acr with amendments in it, the
same act was named differently such as The
West Bengal Socieries Registration Act, 1961,
Madhva Pradesh Societies Registration Act,
1973, erc. These state societies registration acts
have also been enacted under the power for
amendment conferred o the States under the
Societies Registradon Act, 18600, Therefore,
the Socicties registered under the Srate
Societies Registration Actwill - also be eligible
for registration with SSE.

Will the Corporate foundations, political
or religious organizations, or
organizations having exemptions under
sub-clause (iv) or (v) or (vi) or (via) of
section 10(23C)of the Income Tax Act will
be allowed for registration with SSE?

As per Regulation 292E (3) of ICDR
Regulation, following organizations shall not
be eligible to be identified as a Social
Enterprise;

* Corporate Foundations,

= Political or Beligious Organizations or
activites,

*  Professional or Trade Associations,

* Intrastrucrure and Housing
Companics, except affordable
housing,

Also, the cligibility criteria for registration with
SSE does not mention the registrations under
sub-clause (iv) or (v) or (vi) or {via) of section
10(23C) of the Income Tax Act as wvalid
document in lien of registration certificate
under section 12A7 12AA/ 12AB of the
Income Tax Act.
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Therefore, corporate foundations, politcal or
religious  organizations or organizations
having registrations under sub-clause (iv) or {v)
or (vi) or (viz] of section 10(23C) of the
Income Tax Act will not be allowed for
registration with S5E  subject to  further
amendments in the rules relatng to SSE.

What are the Eligibility criteria for for-
Profit Social Enterprises for registration

with 55E?

Chapter 1X-A "Obligation of Soeial
Enterprises” has been inserted in SEBI
(LODR) Regulations through SEBI
(LODR) (Fifth Amendment) Regulations,
2022, Regulation 91A of the chapter
mentions that the provision of the chapter

shall apply to:

(a) For-Profit Social Enterprise whose
designated securities are listed on the
applicable segment of the 5Stock
Exchange(s);

(b} Mot for-Profit Organization that is
registered on the Social Stock
Exchange(s).

As per the ewisting provision, a For-Profit
Eintity is permitted to list its securities on Main
Board, on Small and Medium Fnterprises
(SMI) Exchange, or the Innovators Growth
Platform (IGP), as the case may be depending
on what fits best. In reference to the above
mentioned regulation, this is clear that the
existing provision which applies to a for-profit
organization with regards to the listing on the
applicable segment of the Stock Exchange(s),
will also apply to the for-profic social
enterprises who wants to list their securities on
the applicable segment of the stock
exchange(s) including Social Stock Exchange
(SSE). Further, a For-Profit Social Enterprise
whose designated securities are listed on the



Stock Fxchange(s) shall comply with the
disclosure requirements contained in
"Chapter IX-A, Obligation of Social
Enterprises”. The eligible eriteria to be.a Social
Enterprise would have been mentioned
regulation 292E of the SEBI (ICDR)
Regulations and the same should apply in this
case as well.

What are the documents required and
other minimum requirements for NPOs
for registration with SSE?

The mintimum requirements and required set
of documents for registration with S5E are:

a) Registration Certificate
Must have age of minimum 3 years
and the certificate is valid for next 12
months at he tme of registration with
SSE.

b) Governing Document (MOA &
AOA / Trust Deed / Bye-laws /
Constitution)

Should disclose if NPO i gwned
and/ or controlled by Government or
Private.

¢} Valid Permanent Account Number

{PAN)
dy  Address Proofl

¢) Registration Certificate under
section 12A/12AA/12AB under
Income Tax Act
Should be valid for ar least nexst
12 months and does not have a notice
ot ongoing scrutiny by Income Tax.

f) Valid 880G Regiseration Certificate
under Income Tax Act, 1961

o) Audited Financial Statement for
last three financial years

i)

(Including Receipt & Payment
Account/ Fund Flow Statement)

It should not contain material
qualifications or material irregularities
reported by its Auditor.

Minimum Fund Flow
Requirement is spending of Rs. 50
lakhs and funding of Rs, 10 lakhs:

* Annual spending/ payments
against expenditures as per the
audited Receipt & Payment
Account/ fund flow statement in
the past financial year must be at
least Rs. 50 1akhs, and

*=  Annual Funding/ Receipts from
audited Receipt & Payment
MAccount/ Fund Flow Statement in
the past finanecial vear must be at
least Rs. 10 lakhs.

Eligible to be Social Enterprise:
Regulation 292E of ICDR Regulation
prescribe the eligbility condidons for
being identfied as a Social Enterprise
as:

* Shall be indulged in at least one of
the seventeen (17) specified
Actvines,

*  shall tarpet underserved or less
privileged populaton segments or
regions recording lower
pcrfnrmrmcr._' in the dl:ﬂ."{:lnpmt:m
prioritics of central or  state
COVCTNMIMEnNts,

= shall have at least 67% of its
activities, qualifying as eligible
activities to the target population,
to be established through one or
more of the following:
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* at least 67% of the immediately
preceding J-year average of
revenues comes  from  providing
cligible actvites to members of
the targer p{}pulatinn:

* atleast67% of the immediately
preceding 3-vear average of
expenditure has been incurred for
providing eligible activities to
members of the target population;

* members of the target population
towhothe  eligible activities have
been provided constitute at
least 67% of the immediately
preceding 3-year average of
the totl customer base and/or
total number of beneficiaries,

Will the provisional registration under
section 12A and 830G of the Income Tax Act
will be treated as walid registration for
registration on SSE?

The provisional registratons under section
12A and 80G are granted to theregistered
Societies, Trust and Secton 8 Compantes
which are making fresh application for the
first ome registration under the secton 12A
and 80G of the Income Tax Act.

Further, though the provisional registration
under section 12A and 80G is granted for 3
vears of wvalidity, it is subject ro further
application in form 10AB within 6 months
from the start of programme or within 6
months before the expiry of its validity for
grant of regular approval. Also, the approwval
forregular registrations are granted only after
further assessments by the Income Tax
Department.

Therefore, the provisional registration under
section 12A and 80G of the Income Tax Act
does not meet the criteria of having validiry for
at least next 12 menths and also would not
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meet the minimum fund requirement
threshold as prescribed condition for

registration of NPOrs on SSE,

CAN THE CSR PROJECTS BE
IMPLEMENTED THROUGH SSE ?

The Corporate Social Responsibility
concept in India is poverned by Section 135 of
the Companies Act, 2013 ("Act’), Schedule VII
of the Actand Companies (CSR Policy) Rules,
2014 wherein the crireria has been provided
for assessing the CSR eligibility of a company,
Implementation and Reporting of their CSR
Policies.

Also, the Ministry of Corporate  Affairs
(MCA)} has established National CSR
Exchange portal to establish an interactive
platform for CSR Stakeholders. The
National CSR Exchange Portal serves as an e-
marketplace hosting PAN  India social
welfare projects where the stakeholders such
as implementing agencies can put up its CSR
projects and companies can select
projects for CSR spending as per their
preferences and vice versa. Thelinkfor t h e
national CSR exchange portal is
https:/ /esrxchange govin,

However, the framework on Social Stock
Fxchange (SSE) as nodtied by the SEBL, does
not align the CSRK policies. Some of the
mandatory requirements under CSR
implementation which has not been
addressed under the framework are
mentioned below:

* CSR Registration rhrough form
CSR-1 is mandatory for CSR
implementation, however is not
under required criteria for
registration at SSE.

* Corporate Foundations can
implement CSR projects but those
foundatons are not allowed to
register at SSE.



*  Organizations  having  exemptions
under secoon 10230 ) (v)(vi)
{via) of the Income Tax Act have
been allowed for CSR
implementation, however those
entities are not allowed for
registration at SSE.

Therefore, as per the current framework on
SSHissued by SEBL itcan besaidthar € S R
projects cannot be implemented
through S5E. However, the alignment of S5E
with CSR rules are subject to further
natifications and amendmentof CSR rules
or further guidelines with respect to SSE.

CAN THE FOREIGN
CONTRIBUTIONS BE RECEIVED
THROUGHSSE ?

Receipts and urtilization of foreign
contributions in India is governed by
Foreign Contribution (Regulation) Act a n d
related rules. The framework on Social Stock
Exchange (SSE) does not addressed the
mandatory requirements under FCRA such as:

*  As per FCRA, foreipn contribution
can only be received in the designated
FCRA aceount maintained with SBIL,
New Delhi Main Branch,

*  The FCRA registered entity should
maintain separate books of account
for receipt and urilization of foreign
contribution. However, the
instruments at SSE does not bifurcate
separate instruments for foreign
contribution funds.

Therefore, as per the current framework on
S5E issued by SEBL, it can be said thar foreign
contributions cannot be receved throngh SSE.
However, the alignment of SS5E with FCRA
are subject to further notifications and
amendment in FCRA or its rules and/ or
further guidelines with respect to S5E.

WILL THERE BE ANY ADDITIONAL
TAX BENEFITS TO THE INVESTORS
ON INVESTMENTS IN THE
INSTRUMENTS LISTED AT SSE ?

The S80G registration is mandatory for the
NPOs to register on the SSE. Therefore, the
50% tax exemption can be claimed under
Section 80G of the Income Tax Act by the
investors of the securities listed at SSE.

However, the framework by SEBI or Income
Tax Act does not provide any additional
benefit other than exemption under section
80G. Therefore, any additonal benefits to the
investorsis currently not available. The
further notifications and amendments in this
regard can be looked into by the investors o
claim the income tax exemptions.

MINIMUM DISCLOSURE
REQUIREMENT FOR NPOs RAISING
FUNDS THROUGH ZERO COUPON
ZERO PRINCIPAL (ZCZP)
INSTRUMENTS

Brief about ZCZP:

Regulation 2921 of the ICDR Regulations
provides that, ZCZP instruments shall be
issued without anv coupon and no
principal amount shall be pavable on its
maturity, Further, Regulation 292K of
the ICDR Regulations states that, in order o
raise funds through issue of ZCZP
instruments, the NPO should file a draft
fund-raising document along with the fees and
an application secking in-principle approval
for listing of ZCZP instruments with an 55E.

Minimum Initial Disclosure
Requirements for issuance of ZCZP
Instruments:

SSE under the guidance of S5SE
Governing Council (S8GC) shall mandate the
structure of the draft/final fund raising
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document and shall host such requirements on
its website. The complete requirement in this
regard 5 yet o come from the S5E, However,
SEBI has asked SSE to ensure the following
minimum disclosures:

* Vision: The organizaton should
disclosc its activitics, interventions
and programmes to prove that they
arc in line with its aims and objccrs
stated in its constitution/
incorporation  documents such  as
MOA, Trost Deed, ete,

* Target Segment: The organisation
should define its target segment and
reach to accomplish its planned
activities, Clear identdfication and
understanding of the targer segment
(those affected by the problem and
how are they affected), The NPO
must disclose how its approach
intends to improve Inclusion for its
customers / recipients.

* Swrategy: The organizadon should
disclose its strategy formulation
towards accomplishing vision should
take into account capabilities and
learning from challenges.

* Governance: The organization
should disclose the derils of irs
governing body, compositon, dates
of board meetings held along with the
key items covered in the governing
body meeting,

* Management: The organization
should disclose the details of key
managerial staff such as those in
charge of Programmes, Fundraising,
Marketing, Communication, Finance,
HE. Also, the organization should
disclose that whether it provides
letters to staff and volunteers defining
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roles and responsibilities, has a
periodic performance appraisal
process, erc.,

Operations: The organisation should
have a physical existence, is
operational and shares its address for
VISits.

Finance: The organization should
disclose its audited financial
statements  for last three Financial
Years in accordance with guidelines
for NPOs issued by Insotute of
Chartered Accountants of  India

(ICAT).

"Noter As wentioned in the

[framewark isied by SEBL, 1CAL iv in

the pracess of  publiching the  unifors
atcounting and reporting  franmework

Jar NGO."

Compliance: The organization
should make awailable, annual
accounts duly audited for the latest
three financial vears and there are no
material qualifications  or  material
irregularities reported by its auditor.
Further, the compliances with respect
to Income Tax. FCRA, notices
received erc, should also be disclosed,

Credibility: The organizaton should
prove its credibility by sharing the
documents such as Registration
certificate, Trust Deed/ MoA and
AoA, Address Proof, 1T PAN,
[ZA/12AA/12AB Certdficate, FCRA
certficate and returns, remuneration
to governing members, etc,

Social Impact: The organization
should disclose the details of past
social impact in terms of parameters
specified by SEBIL The specified



parameters have been discussed in
further section of thisarticle.

* Risks: The organization should
disclose the risks that the WPO sees to
its work and how it proposes to
mitigate these, Further, it should also
disclose the unintended consequences
that the NPO sees from its work and
how it proposes to mitigate these,

ANNUAL DISCLOSURE BY NPOs
WHICH ARE REGISTERED WITH SSE

An NPO registered on an SSE shall be
required to provide following disclosures on
annual basis within 60 days from the end of the
financial vear:

A. Disclosure on General Aspects

i,  Name of the organization (both legal
and popular name),

ii. Location of headquarters and
location of all operations,

i, Vision / Mission / Purpose,

iv. Organizational goals, actvities,
products and services,

v. Outreach of orgamzaton (Type and
number of direct, indirect and
institutional heneficiaties /
stakeholders reached),

vi. Scale of operatons (Including
Emplovee and Volunteer strength),

vii. Details of top donors or investors of
organisation - List of Top 5 donors or
investors (budgzet wise),

vili, Details of top 5 programs in
disclosure period - List of Top 5

interventions/programs (budger
wise).

B. Disclosure on Governance aspects

v,

Vi,

Vil

viil.

%L

LT

Ownership and legal form,

Governance  Structure: Have o
outline board and management
committee  structures, mandates,
membership, charters, policies and
internal controls,

Detailz of governing body including
names of the members of the body,

Executives with key responsibilities,

Number of meetings by governing
body and other committees formed
by them along with attendance and the
process of performance review,

Organisation level potental risks and
mitigation plan,

Reporting of related party
Lransactions,

Mechanisms for advice and concerns
about ethics, along with conflict of
interest and communicating other
critical concerns,

Remuneration Pelicies,

Stakeholder grievance, process of
grievance redressal and number of
grievance received and resolved,

Compliance management process and
statement of compliance from senior
decision maker,

Orpanisation  registration  certificate
and other licenses and certifications
(12A, B0G, FCRA, GST, etc.).
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C. Disclosure on Financial Aspects

i.  Financial Statement (Balance Sheer,
Income & Expenditure statement and
Receipt & Payment Account or Cash
Statement). Also program wise fund
utilizadon for the year has o be
disclosed.

As per the guidance note issued by
SEBIL, 1CAl is in the process
of publishing the uniform accounting
and reporting framework for NGO,
However, the following disclosures
shall be made by the NPO in respect
of Financial Aspects:

*  Balance Sheet,
*  lncome statement,
*  (Cash Statement,

* Program wise fund wtilizacon
cernificate,

* Percentage of organizational
budget this tssue' represents,

* Breakup of organizational budget
and expenditure,

* Splitof the budget across partmers
of the project/initiative is being
jointly executed.

il Auditors report and auditor details

A guidance note in respect of the above
diselosure aspects has been provided as
annexure- L of the framework on S5E.

In addition to the above mentioned
disclosures, the Social Stock Exchange
{55E) may h‘pl:cii:],' matters that shall be
disclosed by the NPO on anannual basis.
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DISCLOSURE OF ANNUAL IMPACT
REPORT BY ALL SOCIAL
ENTERPRISE (BOTH NPOs AND
FOR-PROFIT SOCIAL ENTERPRISE)
REGISTERED WITH SSE

Who needs to submit the Annual
Impact Report?

All Social Enterprises (SEs), both NPOs and
for-profic. Social Enterprises, will have to
provide Annual Impact Reporr (AIR) duly
audited by Social Auditors to SSE.

Whatis the timeline for submission of AIR
to SSE?

The AR should be submitted to SSE within 90
days from the end of Financial Year.

What shall be captured in the AIR?

The AIR shall capture the qualitavve and
quantitative aspects of the social impact
generated by the entty and where applicable,
the impact that is generated by the project or
solution for which funds have been raised on
SS5E.

In case an NPO) is only registered without
listing any securty, the AIR must cover the
NPO's significant activities, Intervention,
programs or projects during the year and the
methodology for determination of
significance must be explained.

Additionally, if there 15 an activity,
intervention, program or projects covered
under a listed security, it will qualify as a
significant activity, intervention, program or
project.

Specific requirement for a Social Impact
Fund:

SEs must disclose an pverall AIR for the fund
covering all investee/grantee organizations
where the fund is deployed.



What are the minimum aspects to be
covered in AIR?

The AIR should cover the following minimum
aspects:

A. Srtrategic Intentand Planning

i.  What is the social or environmental
challenge the organization and/or the
instrument listed 15 addressing? Has
this changed in the last vear?

i How is the organization attending to
the challenge or planning to attend to
the challenge? Has this changed in the
last year?

iii. Who is being impacted (target
segment)? Has this changed in the last
year?

iv. What will be the outcomes of the
activities, interventon, programs or
project? Disclosure should include
positive and potential unintended
negative oulcomes.

B. Approach

i.  What is the baseline status / situation
analysis / context description at the
start of the activity / intervention/
programs or project and at the end of
the last reporting petiod?

it, What has been the past performance
trend? (if relevant)

ii. What is the solution implementation
plan and the measures taken for
sustainability of aetivity/
intervention/ programs or project
outcomes? Has there been any
material change in vour
implementation model in the last one
years

iv. Please brief outalignment of solution
to Sustainable Development Goals
(SDGs) / national priorities / state
priorities / developmental priorities.

v How have you taken into
consideration stakeholder feedback in
this reporting period?

vi. In the last vear, what have vou seen as
the biggest risks to the achievement
of the desired impact? How are these
being mitigared?

C. Impact Score Card

. What are the merrics monitored and
what has been the trend?

il. Brefly include narratives of impact
on target segment(s) in the reporting
period.

ii. Beneficiary / Stakeholder validation
through surveys and other feedback
mechanisms.

A guidance notes in respect of the
aspects to be covered in AIR has been
provided as annexure-II of the framework

onSSE.

SS5E may specify additional parameters that
may be required to be disclosed by SE in its
AIR.

QUARTERLY STATEMENT OF
UTILISATION OF FUNDS

Who needs to submit the statement of
utilization of funds?

The regulation 91F of LODR Regulatons
states that a listed NPO should submit to the
S5E(s) a statement in respect of utlisation of
the funds.
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What is the frequency and timeline for
submission of the statement of utilization

of funds?

The starement of unlizanon of funds should
be submitted on a quarterly basis and within 45
days from the end of the quarter.

In which manner the statement of
utilization of funds should be submitted?

The quarterly statement of utlization of funds

should be submitted to the respective SSEs in
the following manner:
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Caregory-wise amount rai ged,
Category-wise amount utilised,

Balance amount remaining unutilised:
The vnutlised amount should be kept
in a separare bank account and shall
not be co-mingled with other funds,



Supreme Court Judgement on
Educational Institutions

INTRODUCTION

The Supreme Court of India in the case ot
M/s New Noble Education Society vs, The
CCTT 1 and Anr, Civil Appeal No. 3795 of
2014 dated 19th October 2022 has given a
landmark judgement which will have far
reaching impact on educational institutions
subjectto  exemption u/s 10(23C)(vi}. This
ruling  will also have impact on other
charitable insttutons as far as  incidental
business  activities are concerned,

The major conclusions from the judgement
are summarized as under:

a.  ltis held that the requirement of the
charitable institution, society or trust
etc., to 'solely' engage iwself in
educanon or educational activities,
and not engage in any actvity of
profit, means that such institurions
cannot have objecrs which are
unrelated 1o education. In other
words, all ebjects of the society, trust
etc,, must relate to imparting
cducation or be in relatnon w©
educatonal activities,

b. Wherethe objecuve of the instutunon
appears to be profit-oriented, such
institetiions would not be entitled to
approval under Section 10{23C)(v1)
of the I'T Act. Ar the same ume,
where surplus accrues in a given year
or set of vears per se, it 1s not a bar,
provided such surplus is generated in

the course of providing education or
educational activities.

The seventh pr:n'iﬁn to Section
10{23C), as well as Section 11{4A)
refer to profits which may be
‘incidentally’ generated or earned by
the charitable institution, In  the
present case, the same is applicable
only to those insurutions which
impart education or are engaged In
activities connected o education.

The reference to 'business' and
il}rn.ﬁl:ﬁ' in the seventh proviso to
Secton 10{23C) and Section 11{4A)
merely means that the profits of
business which is ‘incidenral' ro
educational activity - as explained in
the earlier parr of the judgment ic.,
relating to education such as sale of
text books, providing school bus
facilies, hostel facilities, etc.

The reasoning and conclusions in
American Hotel and Lodging
Association v Central Board of
Direct Taxes, (2008) 10 SCC 509 and
(Jueen's Education Socicty v
Commissioner of Income Tax,
(2015) 8 SCC 47 so far as they pertain
to the interpretation of expression
'solely’ are hereby disapproved. The
judgments are accordingly overruled
to that extent.
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.  While considering applications for
approval under Section 10{23C), the
Commissioner or the concerned
authority as the case may be under the
second proviso is not bound to
examine only the objects of the
insritution. To ascertain the
genumeness of the institutionand the
manner of its functioning, the
Commissioner or other authority is
free o call For the audited accounts or
other such documents for recording
satisfaction where the society, trust or
institution genuinely seeks to achieve
the objects which it professes. The
opbhservations made in American
Hotel (su.pra) suggest that the
Commissioner could not call for the
records and that the examination of
such accounts would be at the stage
of assessment. Whilst that reasoning
undoubtedly applies to newly set up
charities, trusts etc. the proviso under
Section 10{230) is not confined 1w
newly set up trusts - it also applies to
existing omes. The Commissioner or
other authority is not in any manner
constrained from examining
accounts and other related
documents to see the pattern of
income and expenditure.

. ltisheld that wherever registration of
trust or charities is obligatory under
state or local laws, the concerned
trust, society, other instiution ete.
seeking approval under Section
HW23C) should alse comply with
provisions of such state laws. This
would enable the Commissioner or
concerned authority to ascertain the
genuineness of the trust, society ete
This reasoning is reinforced by the
recent insertion of another proviso
of Section 10(23C) with effeet from
01.04.2021.
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CAN A "SOLELY" EDUCATIONAL
INSTITUTION HAVE OTHER
CHARITABLE ACTIVITY

The basic provision granting exemption u/s
10{23C)(vi) requires that the educanonal
institution should exist 'solely for educational
purposes and not for any other charitable
abject.

The Supreme Court in this respect has
discussed and clarified the meaning of the
word 'solely’ in the phrase 'solely for
educanonal purposes and not for purposes of
profit’. 1t has been held thar the plain and
grammatical meaning of the term 'sole' or
"solely’ is 'only' or exelusively’.

Reference has been made to P Ramanath
Aiyar's Advanced Law Lexicon which explains
the term ‘solely’ as exclusively and not
primarily”.

The Cambrndge Dictionary has also been
referred which defines 'solely’ to be, "only and
not involving anyone or anything else”.

The synonvms for 'solely' are "alone,
independently, single-handed, single-handedly,
singly, unaided, unassisted" and its antonyms
are "inclusively, collectively, cooperatvely,
conjointly ete."lt is, therefore, clear that term
'solely’ 18 not the same as 'predominant
/mainly’. The term 'solely’ means to the
exclusion of all others. The following para
from the judgement will provide greater clarity
in this regard:

"Para 51 The ruling further ttates that a
trust,  mniversidy or otber institution
ingparting education, ay the case may be,
showld necessaridy have all it elyjects aimed
af imparting or facifitating education,



Having regard to the plain and
senmbignons terms of the tatute and the
sibstantive provisions which deal with
exemption, there cannot be any other
interpretation.”

The Supreme Court overruled its own
judgement in American Hotel and Lodging
Association v Cenrral Board of Direct Thaxes,
(2008 10 SCC 5309 and Queen's Education
Society v Commissioner of Income Tax,
(2015)8 SCC 47 with regard to the
interpretation of cxpression 'solely’. It may
benoted  thavin these judgements it was held
that if the organisaton was dominantly
engaged in educational actvity, then some
other activity will not have any effect on the
'solely’ educational character,

In the ightof theabove'solely’ educational
institution under section 10(23)(vi) have 1o
exclusively be engaged only in educational
activity and not dominantly.

MEANING OF THE TERM
'EDUCATION' REAFFIRMED

With regard to the scope of the term
'education’ while delivering this
judgement the Supreme Court has also
observed that it is not the broad meaning of
the expression which is mvolved in this case,
As was held in TM.A Pai Foundation vs. State
of Karnataka, (2002) 8 SCC 481: AIR 2003
SC355 education in the narrower meaning
of the term as scholastic structured learning is
what 15 meant in Artcle 21-A, Aracles 29-30
and Articles 45- 46 of the Constitution. As to
what is 'education’ in the context of the I'T Aet,
was explained in Loka Shikshana Trust w
Commissioner of Income Tax|1975] 101 [TR
234 (8C) in the following terms:

3. The semse i which the word
“education" has been wsed in o section
2013} isthe instruction, scheoling  or
training given to the young in preparation
for the work of life. It alio connetes the
whele cosree of scholastic instraetion which
a persan bas received. The word
"education'" bas uot been wied in that wide
and extended sense, according to which
every acquisition of further knowledpe
constittites edication, According fo this
wide and exvended sewse, fravelling i
eddneation, becanse ar a veenlt of ravelling
you acquire fresh fenondedpe. Likenise, if
you read newspapers and magazines, see
Jctures, visit ant gadleries, weusenms and
goos, yow thereby add to your
knowledpe., .. Al this in oa way i
education in the great school of flife. But
that iv not the sense in which the word
“edpcation i wwed in clanse (15) of
section 2, What education connates in that
clatise @5 the procesi of  training and
developing the knowleege, skill, mind and
eharacter of tuedents by formal sebooling.”

Thus, education ie, imparting formal
scholastic learning, 15 what the IT Aa
provides for under thehead of "charitable™
purposes, under Section 2(15). In other words
the Supreme Court reaffirmed that education
will continue to have a narrow scope covering
only formal educaton.

CAN A "SOLELY" EDUCATIONAL
INSTITUTION HAVE PROFIT
MAEKING ACTIVITY

The Supreme Courtinthisrulinghas held
that a "solely" educational institution should
engage onlyin educational actvity it cannot
engagein any other charitable or profit
making activity. In other words, all objects of
the society, trust etc., must relate to imparting
education or be in relaton o educational
activities. If the educational institution seems
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1o be working with a profit motive L.e., the fees
collecred from the student is substantally
morethanthe cost of services then such
organisation will nor be eligible for
exemptions. The effect of the ruling will apply
toall charitable organisations who charge
their beneficiaries.

The ruling further states that there is no bar is
having surplus provided such surplus is
generated in the course of providing education
oreducational activities. In other wordsa
educational institution can generate profit
fromits beneficiaries provided it 1s reasonable
and there is no dominant profit motive, It is
pertunent to quote another Supreme Court
ruling where the reasonmableness of
permissible surplus was decided. The
Hon'ble Supreme Court in the case of
Islamic Academy of Education v State of
karnataka on 14 Aupust, 2003, WP (Civil) 350
of 1993 held that an educational insttution
can have reasonable surplus upto 6% w0 15%
every vear without affecting its charitable
character.

It is also held that any other activity such as
non-recognised courses, Management
Development Programmes ete,, which do not
resultin recognised degree, will not be treated
as advancement of educational objective,
Further, such activities cannot be treared as
incidental business activity unless they have a
direct nexus with the main activity or the
beneficiaries under the main activity. It is
important to note that the Apex Court has held
that the various incidental business activities
which are not related to the main object or to
the beneficiaries then such activity will neither
betreated as a charitable activity nor as a
incidental business activity. The relevant para
72and 73 1s reproduced as under:

Mt as Deld that i an
snstetntion facilitated learning of its prpils
by sourcing and providing text books, such
activity wosld be "incidental’ to edncation.
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Nimitarty, if a school or vther cducational
instatition ran is own buses and provided
fwes facilities to transport children, that too
would e an  activity incidental  to
edugation. There can be simifar instances
riteh as providing summer canps for pupils'
ipecial  educational  conrses, swueh  as
relating fo computers efe, which may
benefit ite puptle i their prrswit of
fearning.”

73, However, where institutions provide
their premiser or infrastracture to other
entities, trusts, socisties efe, jor the
purposes of  conducting  workshaps,
Teminars oreven educadionad conrses (mbich
the comcerned frast Lo onef actualfy
iniparting) and outriders are permitted to
enrad i such seminars, workshons, courses
efe., then the incomw devived frome such
activily cannad be characterised as part of
education or "metdental’ to the imparting
education. Sweh income can properly fall
wneler the other beads of income.”

"FLIE is wnciear froms the record whether
R.B.M Educational Svciety was proveding
hosted faciiity ondy to tr students or to otbers
av well, If the fnstitntion provided bostel
and allied facilities {such as catering ete.)
ondy do its sindents, thal activity wosld
clearly be “incidental’ fo the ebpective of
ingparting edncation."”

In the light of the above the impact on
incidental business acuvity will be as under:

(i) Any income from use of property
and infrastructure for any activity
including workshop, seminar or even
educational courses will not be
treated as incidental business incotne.

(ii) The business activity must be actually
linked with the advancement of the
primary charitable objective,



THE MEANING OF THE WORD
'INCIDENTAL' TO DETERMINE
PERMISSIBLE BUSINESS ACTIVITY

The Supreme Court has taken a very narrow
view Of the term incidental in context of
incidental business acuvities. In the past the
Supreme Court has been taking a very liberal
interpretation of the term 'incidental’. For
instance Supreme Court in the case of Assrr,
CIT v, Thanthi Trust [2001] 115 Taxman 126,
had held thar if the income generated from a
business of publishing newspaper is totally
used for charitable purposes then such
business should be considered as incidental.

In this New Noble Educatonal Society case
{(supra) the Supreme Court observed that
incidental has to be something related with the
main activity of the sociery, A business cannot
besaid o be incidental only because the
surplus from it i1s applied for charitable
purposes. The Supreme Courtcitedits o w n
judgment in Delhi Cloth & General Mills Co.
Lid. v Workmen & Ors. 1967 (1) SCR B82
where the meaning of 'incidental' was
explained in the following manner:

"2, [1lhe word incidental  means
according to  Webster's New  World
Dictiomary: "happening or likely fo hapipen
as a resnlt of er fn connection with
.Fl’)?.’ﬂ'.u".t{?e'lﬂ'.l;q witre dmportandy J}fa"r{q ar
fncielenty casialy bence, secoticlary or minor,
bt ssually assodated:"

"Nomrething incidental to a dispute’” muist
therefare mean something bappening as a
recielt of or; in connection with the dispute
or assaciated with the dispute. The dispate
i the fundamental thing while something
incidental thereto (s an adjunet o it
Nomeething fncidenial, thevefore, caniol cut
ai the root of the meain thing fo which it is
a adjiorct.”

The seventh proviso to Section 10{23C) and
Section 11{4A) provide thar a charitable or
religious organisation can engage in incidental
business activities. Prior to the Supreme Court
ruling virtually any kind of business was
allowed to be undertaken as incidental
business activity provided the entre surplus
was used for charitable or religious purposes.
However, in this case Supreme Court has raken
a very strict view of the term "incidental”, it
has held that 'incidental' business acuvity has
to be incidental ro educational acnvity for
example activities such as sale of text books,
providing school bus facilities, hostel facilities,
eLe.

After this Supreme Court ruling educational
institutions  shall not be permitted to
undertake income generation acuvity with
anybody who is not the primary beneficiary.
For example, even providing infrastructure o
non students for training for seminar
purposes will not be treated as
"incidental” activity as discussed earlier.

This Supreme Court ruling will have very far
reaching implication on the incidental and
other business activity of educational as well as
other charitable or religious institutions. An
incidental business activity should have a
direct relatonship with the advancement of
the main objective. For example, selling books
tor students can be incidental business activity
but the same activity for non student will not
be treated as an incidental business activity.

WILL THE JUDGEMENT AFFECT
INCIDENTAL BUSINESS ACTIVITIES
OF ALL OTHER INSTITUTIONS
REGISTERED UNDER SECTION
1ZAB ALSO

The judeement will have an far reaching affect
on the incidental and other business activity of
all ecategory of charitable or religious
institutions. This judgement is not confined
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only to educanonal instmutions as far as
business activities are concerned. Tt may be
noted that the provisions pertaining to
incidental business acuvity of organisation
approved under 10(23C) are covered under
seventh proviso to that section. However, the
Supreme Court has also analysed section
11{4A) which applies to the incidental business
activities of all category of charitable or
religious institutions. The Supreme Court has
even specifically stated that these two
provisions are identical and therefore the law
shall apply equally to all tvpes of charitable or
religious institutions. The relevant extract
from the decision isas under:

"Thirs, the underiying objective of seventh
provise tn Nection 10(23C) and of SNection
T1EA) are wdentical. These bave fo by
read @ the light of the main provision
which spells out the conditions for
exemption under  Section 10(23C) - the
same conditions would apply equally to the
ather swb-clanses of Neation 10(23C) that
deal with education, wedical mstitntion,
baspitals te.""

POWER OF CIT TO EXAMINE BOOKS
GRANTING APPROVAL OF
ACCOUNTSATTHE TIME OF

The court has given erucial directions with
regard to the power of the Commissioner or
any other desipnated authority at the stage
when it approaches the authority for approval
under Section 10{23C), The Court modified its
eatlier decision in in American Hotel and
Lodging Associaton vs, CBDT (2008) 10 SCC
S509wherte it was held that the Commissioner
of Income Tax cannot call for records at the
time of granting registration, The Court held
that records may not be called for new charities
but can be called in case of existing charities.
The Commissioner or other authority is not in
any manner constrained  from  examining
accounts and other related documents o see
the partern of income and expenditure.
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However the court has defined the limitanon
in the nature of enquiry regarding books of
accounts and held as follows ;

63, oo The Commisrioner or the
concered .rjr:fb.rmr?]', whiide mn.;:':fﬂfjg; an
application for approval and the further
mraferial catled  for (including  andited
statements), showld confine the inguiry
ordinarily to the natire of the fncome
eqrned and whether it is for education or
cddwcation refated objects of the fociely (or
trust). If the surplus or profits are
penerated in the bands of the assessee
applicant i the imparting of education or
rélafed aclivities, disproportionate weight
ought et be given fo surplases or profits,
provided they are incidental, At the state
of registration or approval therefore focus
15 om Hie actividy and wot the proportion of
inconse. I the ineome penerating acitvity is
ingrinsically part of  eduwcation, the
Compeisiioner or other asthority mey nof
on that basis alone reject the appiication. "

The ITAT Hyderabad in the case of
Fernmandez Toundation ws. CIT(E) TTA
No. 1884 & 1885/Hyd/2019 and TTA
No.299/Hyd/ 2020 dated 08.12.2022 has held
that the CIT(E) is well within his rghts to
scrutinize and  analyse document and
information in the light of the Supreme Court
judgement in New Noble Educational Society
{(supra). The relevant extractis as under:

"Further from the reading of ratio faid
o dy the Hon'lde Supreme Conrt in the
case of New Noble Educational Nociety
[2022] 143 taxmanacom 276 (8SC)
(sepira), it s abundantly clear that the ld.
CTIYE) was well within bis right to
ecmpine the aadired records [ obber
Sfinancial  statessents with & view fo
deciphering the nature of the activitivs.
U ."m'ﬂm'?ft'f{t'}; it the presend case, the .
CT1YE) bas brought on record that the
clivitées of the asiestee are commercial in



"Faerther from the reading of ratio laid
down by the Hon'tle Ssipreme Court in the
case of New Noble Educational Society
20227 143 taxmanncom 276 (SC)
(suporar), if i abwndantly clear that the Jd.
CITE) war well within bis right 1o
examine the audited records [ other
Jinancial  statements with @ view  to
aveiplering the natwre of the activities.
Ulnelagbitedty, in the present gase, the fd.
CITE) bhas Browght on record that the
ctivities of the assessee are commercial in
nature. I our view, the argumeent of the
lecerned cosnsel for the ariessee that auly the
data for the period 03082018 e
25022019 can only be comsidered i
withaut any basis and ir contrary fo Form
56 [/ Form 10 ape the fudament of  the
Hon'ble Supreme Coart, i the case of
New Nobile Edeation Naciety (rupra). In
ot view, the above raid propasition of the
assessee cannol be aceepled, in case of the
aiseisee, ai the assessee wai mol a beginner
or wgw starter. Ratber the present case is a
case of comercion of a profit making
company iite a section 8 Company. In fact,
the assesiee was earnng bige profit ar a
private company, which was later on
converted inte seclion 8 company wef.
03082018, Ar mentioned bervinabove,
the arsesive was  having  surples of
R 75,96,02,014 /- in the financial year
20018-19and Re.34,82 52,005/~ for
Sfinancial year 2009-20, wihich enly shows
that the assessee bar been charging cost plis
wnreasonable mark up on s services.
Further, ift we accept the argument of the
learmed connsel for the assersee thal euly the
sirhseqrent docament showld be faken into
conrideration, despite the fact that e
aisessee; being o profit earning prevate
company prsor thereto, then & will be a
bandy tool for an othernise profit-making
company fo conveniently convert into a so-
called  chavitable  company and  avoid
payment of dee taxes fo.a welfare state,”

WHETHER AT THE TIME OF
GRANTING APPROVAL THE
COMPLIANCE WITH STATE LAW IS
REQUIRED

It s held that wherever registration oftrustor a
charity is obligatory under a state or local laws,
then the concerned rtrusy, sociery, other
institution ete. seeking approval under
Secton  1(23C) should also comply with
provisions of such state laws. This would
enable the Commissioner or concerned
authority o ascertain the genuineness of the
trust, society etc. This reasoning is reinforced
by the recenr insertion of another
proviso of Section HN23C) with effect from
01.04.2021. The following para from the
judgement will provide greater clarity in this
regard:

70, Tn view of the above discussion, it is
befd  thar  charitable  fastitutions and
socielies, which may be regulated by other
rhate laws, have to comply with them- just
asin the care af laws regnlating edscation
fat all levels). Compliance with or
registration ander those laws, are also o
refevant consideration  which can
Leaitimarely weigh with the Commrissioner
or ather concerned anthority, while deciding
afiplications for approval under Section 10
(23¢C)"

THE JUDGEMENT WILL APPLY
PROSPECTIVELY

The Supreme Court has clarified that the
iudg:m{:nr will apply prospectively, in - other
words the f"hpcx Court has ]'Jr'{widr:d transiton
time to the existing organisations to make the
neeessary  changes. The relevane para 78 of
judgment reads as follows:
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"This conrt is further of the opinion that
since the prerentjudement has departed
Srome  the previous rulings regarding the
meaning of the tera'solely', in order to
aveld disruption, and fo give e fo
institutions fikely to be affected to mafe
appropriate changes and adjustmrents, it
wondd be in the larger interesis of soviety
that the present jndgpment  operates
heveafter. s a reswlt, it is bere by divected
that the law declared in the present
phiclgments hall sperate progpectively.”

WAY FORWARD FOR INSTITUTIONS
HAVING CONSIDERABLE INCOME
GENERATION ACTIVITY

The institutions which are having incidental
business activity which do not have a direct
nexus with advancement of their main object
will have to discontinue such activities or
create separate institutions to undertake such
activities from the court ruling it seems that
following activities may not be undertaken by
section  10(23C)((vi) approved educational
Insotmion :
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- Income from consultancy, research,
training etc. from non-beneficiaries

- Use of infrastructure by persons and
organisations not related with the
advancement of education of the
heneficiary.

- Any activity where the organisation
fails to establish an nexus with
advancement of the main acrivity,

Purther, the same rato of faw shall apply to all
kinds of chartable and religious institutions as
far as incidental business acdvides under
section 11{4A) 1s concerned.



Ratio Analysis

Objectives

The main objective of this article is to provide
guidance on the use of rbo analysis in
assessing the social accounbility of an NPO.

Introduction

Ratio Analysis, hereinatter referred wo as RA, is
a u:_'()rnp'.lr:ir'ln_' study berween two variables in
order to derive certain meaningful
information. For example, in a military store, if
there are 2000 guns and 500 bullers then such
figures do not make any sense independently
except being statistical data. But it we say that
the ratio between guns and bullets is 4:1 then
certainly the information becomes very
mtzmiugful and may even require immediate
action. In this example, the milicary ]'Jd:rﬁ:mr:u:l
may realise that there is only one bullet
available against four guns, which may resultin
further and immediate procurement of bullets.
From the above example, it can be seen that
certain information may not make too much
of sense if read individually, But if we make a
comparson  between two intormations or
variables then suddenly we may oeravery deep
inh‘i;__-‘hr into the srate of affairs with the help of
the ratos,

A compares two sets of informadon an
A & f inf ti d
provides the relative strain of each other. The
common features of RA are asunder:

A ratio 15 the relationship berween rwo
variahles,

These wvariables should have logical
retationship with each other,

Financial Management

- Comparative caleulatons of financial
fipures are broughr,

- The ratios derived are interpreted. Such
interpretation may or may not be on the
basis of predetermined norms.

Ratios generally used in profit sector as under:

= Working Capital Turnover Ratio,

- Current asset Turnover Ratio,

- Inventory Turnover Ratio,

- Average Holding Period Ratio,

= Raw Materal Inventory Turnover Ratio,

Work-in-process  Inventory  Turnover
Ratia,

Fini.«:h:d-gtmdﬂ [nventory  Turnowver

Raties,

Receivables Turnover Rato,

Average Colleetion Period Ratio,

(Cash Torpover Rado,

(Cash Holding Period Ratio,

Pavables Turnover Ratio (Times),

Average Payment Period Rario,
Similarly, NPOs can also make meaningful
analysis of 1ts state of affairs through vse of

Ratin Analysis. Some of the important ratios
are discussed herewith,

Interfice 35



Corpus Fund to General Fund Ratio

A corpus fund to general fund rado gives an
idea about the proportion of perpetual long
term funds in comparison to the unrestricted
funds available. Suppose the ratio is 1:20
which means the corpus fund is Rs. 100 and
the general fund is Rs. 2000, In such a case, the
NPO) can consider inereasing the corpus fund
by transferring some fund from the general
fund. On the contrary, if the ratio is the other
way round iLe. 20:1, it would imply that the
NPO is accumulating and hoarding too much
of funds with practically no resources available
forits general activities,

It iz desirable that a healthy balance is
maintained between corpus fund and general
fund, 1:1 may denote an active as well as
relatively sustainable NIPO.

Corpus Fund to Restricted Fund Ratio

This ratio provides a comparison between the
corpus fund and the restricted funds of the
NPO. The balance sheet of an NPO may look
very healthy due to large amount of restricted
fund but it would not mean that the NPO is
financially healthy or sustainable as the
restricted funds do not belong to the NPO.
With the help of this rato, an NPO can
ascertain how healthy and sustainable it is in
terms of finances.

Vhe ratia should rot be undnly lopsided on either side.
A very bigh corpus wondd imply that he NPCY is
comparatively dormant and a very low corpur would
denole insecurity about ifs fulure,

Restricted Fund to Unrestricted Fund
Rartio

Both restricted fund and unrestricted fund
may be used for wvarious activites but
unrestricted fund are within the discretionary
powers of the NPO. With the help of this
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ratio, an NPO can know the quantum of
discretionary funds available for designation
of acovites, of its own choice. When the
unrestricted funds are seen In proportion to
the restricted funds then it is easier to analyse
the materiality and importance of such funds
in relation to the overall actvites.,

Comparative existenve af warestricied funds show the
alifity of the NPO to mobilise funds from its own
sairees and fo that extent it reflects upon itz ability to
sustain itself andits programmie.

Designated Fund to Restricted Fund Ratio

Both designared fund and restricted fund have
been set aside for specific purposes and
therefore changes cannot be made in their
application pattern. This rado helps the NPO
in analysing the quantum of funds it was able
to generate and designate in comparison to the
restricted  funds. Greater quantum  of
designated funds reflects financial and social
soundness of the NPOL

Iy there iv a healtly ratio of desionated funds, it denotes
the availability as wedl as the commeitment of the NPO
towards specific programme from ifs self  penerated

Juinds.
Corpus Asset to Project Asset Ratio

Corpus asset are the long-term assets available
with the NPO, Project assets are generally
created from restricted fund and belong to the
respective fund/ donor. Ina way, project assets
do not belong to the NPO and at the end of
the project period, they are either merged with
corpus assets or disposed off as per the terms
of the project agreement. This ratio provides
an insight into the net worth and the finaneial
strength of the NPO.



If the quantum of corpus asset is high then it
implies that the NPO has greater ability to
sustain in the long run and if the quantum of
project asset is higher then it implies that the
NPO is able to handle large number of
projects but its sustainability in the long run
could be a marter of concern.

Total Income to External Grants/
Donations Ratio

This is a very important ratio. Normally NPOs
are largely dependent on external sources for
their activities. NPOs also have certain income

of their own, which could be through:

lncome gencmt'[cm actvines,

- Interest earned from wvarious
unrestricted fund,

- Rentreceived,
- Membership fees,
- Miscellaneous sources, etc,

The income from own sources reflect
sustainable and long term attributes of the
NPO. On the other hand external funding
reflect the ability of the NPO to enter into
meaninglful partnership with other
stakeholders, however it may not reflect
attributes of long term sustainability and
independence.

Throwh this ratie, one can anabyse the gurantum of
dependence of excternal funding. 13 would be very sesefisd,
il this ratio is analyivd for the past 4 to 5 yearr.
Throwgh sueh an analysis, one can find whether the
NPO i making suceessfid efforts towards becoring
femancially independent in the long rin.

Fund Balances to Investment Ratio

Itis very important to see that what proportion
of the closing fund balances is invested in
proper securities or is held in the bank. Tr may
so happen that the funds are showing very high
balances bur they are supported by inferior or
fictitious asset. Some of the instances are as
under:

- A loan could have been given to some
other NPOs/ funcoonaries,

- Programme and other advances might
have been given o staff and other

funcoonares,

- Immovable properties or dead
investment might have been made.

Thicis one of the meost insportant ratio becase sless a

June remaing inverted properdy, the balanees avaifalie

are meaning less. An analysis of the quality of the
acsed availabie against cach find is poisible throwugh this
ratio. Ideally, the ratio shosld be 1:1 in terms of
qualitative invertwenls availably against the fund
balances,

Administrative Expense to Programme
Expense Ratio

As the nomenclature sugpests this ratio is
important in order to know the cost of
implementing the projects and programmes,
Very high administrative expenses would
denote that the funds available for programme
are reduced and very low administrative
expenses may raise issues pertaining to the
systems and quality of the programme. There
is no benchmark on the percentage of
administrative expenses and it also varies
according to the nature of work.

AUNPOys shosild make an anngal declaration of Hhe

ratie  of administrative expenses to programise
expenses. At ir alve mecersary that adwinistrative
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exgpenser af He NPO and adwiniztrative expenditure
pertating to the programme are alse distinguished,

Gender Equity in Human Resources Ratio

A healthy male female rato right from the
board to the grass root level reflects the abiliry
of the NPO in succeeding in main sereaming
and integrating women in all sphere of work.

A 1:1 gender ratio should be considered as ideal unless
the specific traits of the activity or the function warrant
otberise,

Executive Travel Vs, Programme Staff
Travel Ratio

The work of NPOs being spread in remote
places of the counrry requires huge amount of
travel expenses. Therefore, it 1s important o
analyse the gquality and relevance of such
expenditure. The travel by senior management
and the board is essenually administrative in
nature, therefore it is desirable wo distinguaish it
from the programme travel cost.
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It is desivabiy that the rvativ of programmee fravel is
bigher than the adwinistrative nature travel.

Summing Up Notes:

- Ratio analysis should be done to give a
meaningful interpretation  about the
relationship between two variables and
take important decisions.

- Major ratios for NPOs are:

a. Corpus Fund to General Fund
b. Corpus Fund to Restricred Fund

¢. Resmicted Fund to Unrestricted
Fund

d.  Designated Fund ro Restricted Fund
e. Corpus assets to project Asset
[.  Touwlincome to external grants

g Fund balances to Investment



An Overview of Risk
Management in NPOs

Background

The concept of nsk management in non-
profit sector 15 rather recent, if not completely
uncharted. In this ever-evolving sector, the
non-profits are continuously on the brim of
many potential risks. Risks if left unattended
may not only affect the achievement of
organizational objectives, it also affects the
relationship with the donor and beneficiaries,
Before moving ahead with nisk management,
let usunderstand what the word "nsk" means,

Whatis "Risk"?

In dictionary terms, "risk” 1s a possibility of
something dangerous or unpleasant
happening, In the context of an NPO), risk
holds a shghtly different meanmng, Risk is a
possibility thar somerhing different (positive
or negative) will occur from what is expecred.
This means that risk does nor necessarily lead
to a negative outcome; it can sometimes also
create potential opportunities for achieving
organization's objecoves. Thus, it is necessary
to think abour risk in its broadest sense, rather
than focussing solely on 1t1s negative
connataion.

Some risks are inevitable and cannot be fully
eliminated. While risks are not something that
can be avoided, right action at the right time
may definitely help in reducing the adverse
IMPacts or even turn itinto opporunities.

Typesof Risks

There are various types of risks that existin a

non-profit organization. However, 1t 15
important o understand that the risks that an
NPO faces 15 hugely dependent on s size,
nature, Programmes, processes, etc. Broadly
speaking, risks exist due o factors operating at
twoy levels - internal and external. Risks due to
internal factors are caused by factors existng
within the nrgnrliz;uit:n and can be mirignrcd
or controdled. While ar an external level, the
risks are caused by uncontrollable external
factors like government regulanons, natural
calamities, cultural shift, and so on.

In a non-profit organization, the risks can be
broadly categorized under Governance,
Operational, Financial, Legal & Donor
Compliance, and Exrernal risks, Some
examples of risks under these areas are:

Governance

In appro

ncture, Board members

efficiency,

5. health and
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Financial

Misurilization of funds,

improper budgeting, erroneous

and delayed report

Legal & Donor
Compliance

Violation of legal and donor

rl..‘-!.'l.li'l'li.":'l'll:.'l'IT!\_-'. P IWISIONS

External

se publicity

|_|_'I1|:'||:|‘

yvernment policy,

It is also important to be able to differentiate
berween "causes” and "risks”, as sometimes
causcs can be wrongly identfied as risks. A
cause 1s something thar leads to emergence of
a sk, while sk is a resultant of a cause. For
example - because of poor smaft policies
(cause), there is a risk of high staff turnover
(risk).

Whatis Risk Management?

Simply undersranding thar risks exist in an
organization is not sufficient. lastead, it is the
very first step in the larger process - risk
management. Risk management, in simple
terms, is preparing for the risks. It is a
systematic process of identifying the nsks,
analysing them and accordingly respond to
them. The process of risk management can be
summarized as under -
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v Identifying - The yery first srep o
manage any risk is the identification of
risk. This 1s the most important step as
without proper identification; the further
steps will nor lead w anything significant,
At this stage, it becomes extremely
important to differentiate between cause
and risk. The objective of this step is to
identify all the potential nsks that an
organization mayv be exposed to. This
stage necessitates involvemnent of saff at
all lewels, docwmentng the risks and
communicating wherever required. Any
risks overlooked at this step would fail o
be captured in the subsequent stages.

v Analysing - Once the risks have been
adequately identified, the next step is to
analyze them. This 15 done by measuring
the risk based on its artributes,

4 B

Attributes of Risk

In the whole process of risk
management, it is imperative to
measure the risks based on certain
attributes. Without measuring, it is
impossible to assign priority for
treatment, which in turn might result
into a recipe for disarray. Every risk has
two major attributes - Likelihood of
Occurrence and Impact.

A risk’'s likelihood is an expression of
the chance that the risk will occur,
while impact is an e¢xpression of the
effect if the risk occurs. These two
attributes are crucial in assessing the

overall impact of arisk. )

.

[t 15 important to note that the likelihood
and impaet of a risk may differ from
organization o organization depending
upon the size, objectives, nature  of
activities, structure and other such factors,
For instance, the risk of non-compliance



to gratuity may not be as nsky for an
organization which has less than 10
employees as opposed to an organization
which has more than 10 employees.

v Responding - After analyzing the risk,
the nexe step s to work on ways (o control
or respond to the risks based on the
analysis. This could be done by forming an
internal committee or sccking help from
external  resources  depending on  the
nature of risk. Tradigonally, there are five
risk management strategies that can be
used to respond to arisk

* AVOID: Eliminating the risk by
removing the cause,

* TREAT: Taking actions to mitigate
the impact and/or reducing the
probability of occurrence of the risk.

= TRAMNSFER: Shifting of rsk to a
third [pArty to avoid directimpact.

= ACCEPT: Accepting the risk as it is;
either because the cost of response is
too high or options to treat are limited.

= TAKE THE OPPORTUNITY:
Re::.'lizing the rnppnrmnit}f of a pnsitix-'e
risk and taking action.

To choose the most appropriate treatment
option, It is important to undertake a cost
benefit analysis. It is also eritical to document
the findings and map the risks according o
their likelihood and impact in a ool such as
Risk Register. This would help in prioritizing
the risks and choosing the most approprate
risk management strategy.

Monitor and Review

Risk management must be a continuous
process, as the factors causing risk tend to shift
from time to time. By monitoting the risks and
the risk treatment plans on a regular basis, an
organization would be better prepared to deal
with the constant changes, Typically, an
organization should review and update irs Risk
Register on a fixed periodic basis (half-yearly
or anmually depending upon the size and
requirements of the organization). More often
than not, the conditions defining the impact
and likelihood of risks may change over time.
Only through periodic monitoring, an
organizanon would be able to review the risks
in light of its current context and take
appropriate actions

Conclusion

Risk management is not a one-time activity;
rather, it is an ongoing actvity that ensures that
all the risks are being treated using a cumularive
approach, It must be a fiduciary duty of the
Board or those responsible for governance to
take stock of the risk management process and
whether those are being managed in line with
the Risk management policies and framework.

Inculcating sound risk management practices
in an organization not only ensures
sustainability of an organization, but it also
puts the organization in a better place to
respond to the changes that may affect the
overall attainment of organization’s objectives.
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International Standards on
Auditing (ISA) - 800

Introduction:

International Standards on Auditing (ISA) are
professional standards for the performance of
audit of financial information. The
International  Federation of  Accountants
{IFAC) through the International Auditing and
Assurance Standards Board (TAASB), issued
the standards which came into effect in the
vear 2009, These srandards are a ser of
auidelines, developed by the board, which are
universally accepted for application while
conducting a financial audit. 1SA are issued to
enhance the quality and establish a consistent
practice throughour the world thereby
strengthening public confidence in the global
audinng profession. There are 36 International
Standards on Auditing,

Background:

Our of the roral 36 standards, TAASD had
issued 1SA 800 in the contexr of a complete ser
of financial statements prepared in accordance
with a special purpose framework. The issued
ISA B0 was later amended and ISA 800
{Revised) became ecffective for audits of
financial statements for periods ending on or
after December 13, 201 0.

Scope:

[SA 800 (REVISED) i1s "Special
Considerations - Audits of Financial
Statements Prepared in Accordance with
Special Purpose Frameworks (SPF)". SPF
means financial reperting framework designed
to meet the financial information needs of
specific users.
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There are four stages in an audit of financial
starement to be conducted in accordance with
the International Standards on Auditing:-

. Acceptanceof Audit Engagement

ii. Planning the Audit Engagement

iid. F{:rﬁlrniiﬂg the Audit I-'".ngagwmﬁrm

iv. Forming an Opimion and accordingly
Reporting

The ISA'sissued by the board are developed 1o
address all the above stages.

The objective of the auditor, when applying
1SAs in an audit of finaocial statements
prepared in accordance with a special purpose
framework, is to address appropnately the
special considerations tharare relevant to these
STAges.

Special Considerations:

The special considerations that are relevant to
the stages of the auditare:

a) Acceptance of the audit
engagement:

The Board issued ISA 210 - "Agreeing the
Terms of Audit Engagements” in order to
provide guidance to the auditor on terms of
engagement and response to the request of
client in case of anv change in the terms of
engagement. In other words, it generally deals
with the auditor's responsibilides in agreeing
to the terms of audit engagement with
management and, where appropriate, those
charged with governance. While agrecing the
terms of audit engagement two major aspects



are to be considered by the auditor, Firstly, the
auditor needs to establish the fact that
preconditions for an audit are present. The
other is developing a common understanding
with the management.

Similarly, the auditor shall also apply ISA 210
while conducting an audit of financial
statements prepared in accordance with a
special purpose framework, However, it
further needs to obtin a comprehensive
understanding of -

* The purpose for which the financial
statements are prepared;

*  |nrended asers; and

* The steps taken by management to
determine that the applicable financial
reporting framework is acceptable in the
circumstances.

b)  Planning the Audit:

In order to plan the audit engagement, hoard
had issued 1SA 200 "Owverall Objectives of the
Independent Auditor and the conduce of an
Audit in accordance with International
Standards on Auditing", This requires the
audiror to comply with all relevant 18As (for
instance ISA 300 "Planning an Audit of
Financial Statements” etc.) while planning the
audir, In other words, ISA 200 assistin setting
our the overall objectives of the anditor w
accordingly design the narure and scope of an
audit. Upon summarizing the requirements of
[SA 200, the auditor needs to comply:

*  Relevant ethical requirements, including
those pertaining to independence,

*  Application of all ISAs relevant to the
auit,

With regard to planning the audir of financial
statements prepared in accordance with a

special purpose framework, the auditor shall
determine whether application of the [ShAs
requires special consideration as per the
circumstances of the engagement. This means
the auditor needs to identify whether the entre
ISA needs to be applied or some of the
requirements of the ISA may notbe relevantin
exceptional circumstances. In such cases, the
audit or may judge it necessary to depart from
a relevant requirement in an ISA by
performing alternative audit procedures to
achieve the aim of that requirement.

c)  Performing the Audit Engagement:

While performing audit engagement, the
auditor may apply multiple relevant [ISAs such
as: [SA 230 "Audie Documentaton™, 1SA 240
"The Auditor's Responsibiliies Reladng 1o
Fraud mn an Auwdit of Fioancial Swaements”,
ISA 250 "Consideration of Laws and
Regulations in an Audit of Financial
Statements", ISA 265 "Communicating
Deficiencies in Internal Control to Those
Charged with Governance and Management",
IsA 330 "The Auditor's Responses o
Assessed Risks", ISA 500 "Audit BEvidence"
etc. Similarly, ISA 315 "ldenufying and
Assessing the Risks of Material Mis-statement
through Understanding the Enuty and Its
Environment” may also be applied. In this, the
auditor needs to identify and assess the risks of
material mis-statement, whether due to fraud
or ertor, at the financial statement and
assertion levels thereby providing a basis for
designing and implementing responses to the
assessed risks of marterial mis staterment, In the
case of financial statements prepared in
accordance with special purpose framework,
the auditor shall obrain an understanding of
any significant interpretations that
management made in the preparation of those
financial statements. An  interpretation s
significant when adoption of another
reasonable interpretation would have
produced a marerial difference in the
information presented in the financial
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statemnents. With this understanding of the
significant interpretaton, the audit or needs to
assess if the interpretation of the management
is reasonable as per the circumstances. Hence,
it will provide a basis for defining the nature,
timing and extent of further audit procedures
necessary in this regard to obrain appropriate
audir evidences while performing the audit.

dy Forming an Opinion and
accordingly Reporting:

The Board has issued ISA 700 "Forming an
Opinion and Reporting on Financial
Statements” to form an opinion on the
financial statements. lvalso deals with the form
and eontent of the auditor's report issued as a
result of an audit of financial statements. This
I5A applies to an audit of a complete set of
general-purpose financial starements.
However, with some exceptions, this ISA shall
also apply to audits conducted for financial
statements prepared in accordance with
special purpose framework.

As per 1SA BOO, the audit report to be issued
for financial statements prepared in
accordance with special purpose framework
should also deseribe the purpose for which the
financial statements are prepared and the
intended users. Further, it shall include the
explanation of management's responsibility
for determining whether the applicable
financial reporting framework is acceptable in
the circumstances. In the cases of financial
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information to be supplied by an organization

to specialized users, the user sometimes
defines a prescribed format for the auditor's
report. Such prescribed reports may not
conform to the requirements of ISA 700, For
example, in the prescribed report, the user may
require a certification of fact when an
expression of opinion is more appropriate or
uset may require an opinion on matters outside
the scope of the audit. When requested to
report in a prescribed format, the auditor
should consider the substance and wordings
ot the preseribed report and, when necessary,
should make appropriate changes to conform
to the requirements of ISA 700, either by
rewording the form or by attaching a note to
the report.

Conclusion

ISA 800 shall come into application whenever
the financial statements are prepared for
specialized users to meet their specific needs
for instance financial reporting framework
that employs either a cash, tax, regulatory,
contractual, or other basis of accounting
termed as Special Purpose Framework. In SPE,
the financial reporting is based on Generally
Accepted Accounting Principles (GAAPs)
only; however, it does not comply with all its
requirements. Therefore, all the relevant
international standards on auditing shall be
applied keeping special purpose framework in

mind.



Governance

Governance Process and
Oversight Functions

Introduction

Not-for-Profit Organizations [(NPOs) are
made up of people who share common values,
avision for future and a commitment towareds
fulfilling its purpose of existence. In view of
the above, the Governing Body of NPOs play
a crucial role in casting the wvision and
translating the vision into action. The primary
tole of the governing mechanism is derved
from the legal and statutory requirements
articulated ar the time of its legal
incorporation. The overall starutory
requirements from the Governing Body are in
rerms of ensuring etfectve management, audit
and rthe reporting of its program and activiries
to 1ts constituencies/ stakeholders. As the apex
policy making body of the organization, it
should ensure rhat effective policies are In
place to guide the organizarion rowards irs
roals ina systematic way. Finally, one of the
most important roles of the Governing Body
15 to ensure accountability of the leadership of
the Organization to which they delegate their
autharines. John Carver's "Policy Governance
Model needs a special mention here.

According to John Carver, "Palicy Governanee
rfers fo a governgace Systems that enabies boards to
focus on pwnership (moral or legal), the future of the
organization and s own goveraance procesies, whife
enpamrering the CEO and bis/ ber staff’ to manage the
orgamization  within  pre-defined  bosmdarier.  Tie
rystem sivengthens the organisation through Dboard
adaption af a comprebensive st of policies and protects
the organezation throngh board menitoring of palic)
compiianee’. Therefore, it is essental for the
Board t ensure accountability of the

leadership of the organization through
approp riate "Governance Controls',

1. Accountability of the Leadership
or Management Team

les Stahlke & Jennifer Loughlin, in their book
'Governance Matters' have talked about seven
deadly sins of organizations which have the
potental 1o affect the core processes of the
organizations, One of the deadly sins as
deseribed by them is "Weak Governance,
Leadership & Management' which will
eventually lead to poor quality & inefficiency in
service delivery of the organizaton. In facr,
weak governance leads ro ineffective
leadership & poor management. On the other
hand, a governance mechanism thar ensures
accountability of rthe leadership helps in
establishing efficient leadership and eventually
effective delivery of services to the
heneficiaries.

Ownership Vs Trusteeship

An organization is an artificial legal entiry
(artificial person) separate from its members,
Thus, an organization can sue and be sued in
its own name; has its own rights and dutes; can
enter into contractual relatons of 1ts own
accord; own properties of its own distinct
from its owners and so on. When in certain
cases, this concept of an organization's
artificial personality is abused or misused, the
judiciary has the right w disregard the
corporate identity and 'lift the corporate
veil'. The usage of the concept has acquired
various names like 'lifting the curtain, "piercing
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the veil', breaching the wall of the corporadon’
erc. 'Lifting the Corporate Veil' describes a
legal decision where a sharcholder or director
of a corporation is held liable for its debrs or
liabilities of the corporation despite the
general principle that shareholders are
immune from suaits in contract or tort that
otherwise would hold only the corporation
liable, This doctrine 15 also known as
'disregarding the Corporate Ennry'.

Thus, the judiciary may on its own accord
crack open the corporate shell in
circumstances it deems fit in the interest of
justice. Now the circumstances under which
the Corporate Veil can be lifted are many.
Some of them are:

i.) Reduction of the number of members
below minimum

i) Misrepresentation of the Company's name
ii.) Fravdulent Conduct

.} Fvasion of Tax

v.) Contemptof Court

vi.) Fraud

The circumstances given above are some of
the situations in which the Corporate Veil may
be lifted. There are many other such
circurnstances in which the Corporate Veil
may be lifted. This device merely seeks to strike
a balance between the interests of the public
and the concept of a separate entity and is
desirable in certain cases to ensure
accountability of the organizadon.

MNow, let us try to draw a parallel here in the
Not-for-Profit Sector. An NPO) primarily
operates on the basis of donation and grants
received. The fund on which NPOs primarily
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operate is for a specific purpose and the NPO
is merely a custodian of the funds & the
Governing Board, on behalf of the NPO is
entrusted with the task of carrying out a
specific development activity or activities,
Therefore, trust plays a crucial role in the
operation of the Not-for-Profit organizations,
Since the Board is entrusted with the rask
governing the organization, parallel can be
drawn from corporate practices regarding
"lifting of the Corporate Veil', Therefore, it is
the primary obligation of the Board to ensure
that the organization operates in a free and fair
manmner & is serving the purpose for which it
was created.

Derived Authority Demands
Accountability

The authority of the Chief functionary of an
NPO iz a derived one. The Board assigns
him/her with the authority as well as the
responsibility of managing the organizadon.
Thus, it follows that the Chief functionary is
accountable o the Board for his/her
performance & conduct. Accountability of
the Chief Functionary plays the crucial role of
balancing the authority that rests with him/
her.

How can it be done?

It is now clearly understood that it is extremely
important for the Board to ensure the
accountability of the leadership. But the
question that emerges at this juncrure is how
the Board poes about it or to put it in other
words, what are the basic 'Governance
Controls' in the context of Not-for-Profit
Organizations? Monitoring & Measuring are
the two components of the Accountability
Process. Therefore, the Governance controls
in any organization should address these two
components.



GOVERNANCE CONTROLS

Ae t:uuntuhilit}'

In the context of Not-for-Profit
Orgamizations, the four basic areas through
which accountability of the leadership can be

tuncrion within the poliey framework set by
the Governing Board of the Organization, In
general, the policy framework should include:

cnsured sre;

Policy Compliance

Sub-Committees

Audits
» Evaluanons

The areas of Palicy Compiianee & Sub-commiittees
take care of the component of monitoring
whereas the areas of _Awditt & Evaluwations
involve the component of measuring,
Together, they would ensure the accountability
of the leadership of the organization. Each of
these areas will be dealt with in greater detail in
the succeeding section,

Policy Compliance

A governing board is a board that controls the
organization through policies rather than
managing the daily affairs of the organization.
The Chief Functionary shouldoperate &

iii.

Finance Policy: The finance policy of
an NPO can include its travel, payment,
support documentation, advance,
investments, and audit policies of the
[.'-rgam:?.a [0,

Program Policy: The program policy
should include the key objectves stated
in the wision & mssion of the
organization and the activities planned
to achieve them.

Human Resource Poliey: This would
include personnel recruitment, staff
appraisal, staff salary, swaff welfare
schemes like BT, Gratuity, ete.

. Administrative Policy: The

administrative Policy should include
the details of maintenance & use of
office equipment, leave procedures,
internal discipline & overall office
management. It is the responsibility of
the chief Functionary to adhere to the
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policy framework and prepare a report
on the policy compliance. The policy
compliance report should be submitted
to the Board along with the supporting
evidence. This would ensure that all
the policies set by the Board are being
complied with. If not, the reasons for
doing so have to be explicitly stated in
the report, Apart from the Chief
Functionary, the Policy Compliance
Report should be signed by two other

employees of the leadership level.
Sub Committees

The idea behind forming sub-committees is to
delegate some of the Board's authority &
responsibility to various small groups. A
committee may also be formed to handle a
specialized management function that the
board decides not 1o delegate to the Chief
Functionary. Sometimes, committees are also
formed to mirror the work of the
organization. They are designed 1o monitor
management decisions and to maintain a
familiarity with the daily issues the
organization faces. Such committees are
helpful in keeping the board members more
closely informed on the changing
environment in which the organization is
operating. Some of the common sub
committees are finance committee, board
development committee, advisory committee,
etc. [t has to be ensured that some of the board
members are part of these sub-committees.
This will help them maonitor the work of the
committees from close quarters & help the
board to be abreast with developments
therein.

Audirs

An audit is an mdependent assessment of the
fairness by which an organization's financial
statements are presented by its management.
Audits are performed to ascertain the validity
and reliability of information and also provide
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an assessment of an organizaton's internal
control. It is important to recognize that it is
the board which is primarily responsible for
the preparation of financial statements. The
duty of the auditor is to express his/ her
opinion on the financial statements. The audit
reportshould be submitted to the Board with a
Management Letter.

Apart from the mandatory starutory audir, the
board should also ensure regular Internal
Audies. Internal Audits are not staturory, The
internal audir keeps a check on the systems of
the organization. The internal audit report
should be presented to the Board of the
Organization. This would provide a clear view
of the internal state of affairs. v would be
adwvisable if the internal audit is not conducted
by the auditor who conducts the mandatory
externalaudit

Evalnations

Evaluation in the context of development
work refers 1o a svstematic and objective
assessment of an on-going or completed
operation, program or policy, its design,
implementation and results. Any evaluation
should aim to assess or measure the relevance,
effectiveness, impact, efficiency, sustainability
& replicability of the concerned development
program.

The effectiveness of evaluation as a tool lies in
its vast scope. Fvaluations can cover financial,
programmatic, governance as well as
administrative aspects of an organization's
operation. An evaluation that covers all these
aspects would provide a holistic view of the
organization's work and operation. In other
words, evaluations of development programs
& projects is basically abour describing,
judging and explaining what has been done,
how activities have been performed, what has
been achieved and whar should be the future
coutse of action. It is the primary
responsibility of the Board to have evaluation



at regular intervals. This would act as a reality
check and provide a clear picrure of the
organization's standing vis-a-vis its vision &
mission, However, an evaluation should not be
seen as a threat by the Board bur as an
opportunity to have an independent external
view of the organization.

If a Board truly chooses to govern, then it will
delegate the authoriry to the Chief functionary
for managing the organization while serting
the boundaries through appropriate policy
framework. Because the board's governance
function is distinct from the staffs
management function, the board must
determine its own definition of governance
and then decide how it will actually govern, All
board members should clearly understand why
the board exists; the purpose is not to oversee
staff but rather to define the future on behalf
of the moral ownership and to ensure that the
future is achieved in a legal, ethical, and
prudent manner. The board must be
accountable for its own perfermance & make
the leadership of the Organization
accountable for their performance. Some of
the tools to ensure accountability of the
leadership are already mentoned in the article.
Apart from these, there are other wools like
Appraisals, interaction with Swaff & other
stakeholders that can be used for ensuring the
effectve functioning of the organization.

2. Oversights Functions of Board
and the Management

A board has to understand the delicate
difference between governing and managing,
A board is not supposed to manage an
organisation but it i supposed to oversee and
control the management of an organisation.
Por example, in some sports like tennis we
have the concept of a non-playing captain. /

non-playing captain is a person who is involved
in each and every aspect of the game but is not
actually plaving. A board has to devise a similar
mechanism, where it directs and manages the

management team without participating in the
management process. One has to be wvery
careful in designing the governance process
and the role of the board.

Tt may resultin two extremes:

i) The board becomes too interfering and
troubles the management at each and every
step

i.) The board becomes passive and the
management stops reporting to the board
and its role is relegared to endorsing the
management decision at periodic interval,

Developing the ideal oversight function is o
sirtke a balance berween the above wwo
Exiremes.

Characteristics of an Ideal Board
Oversight Mechanism

Developing a governance structure where the
board is playing the ideal role which is
controlling as well as empowering the CEO
and the management is the art and challenge
for every organisation, Some attributes of
such a mechanism are as under:

*  As discussed above, the board should
not try 0 manage the actvitics or the
functions of the orgamsation. It is the
job of the team headed by the CEO to
execute all acovites and funcrions.
Therefore, the board should develop a
mechanism of MIS and reporting by
the management team,.

* The board should set controls in the
management journey, in other words, it
should ser 1 mechanism where crucial
or large value decisions are routed

through the board.

* The board should retain with 1self all

strategic learning and decision making,

Interfice 49



For instance, whether a building should
be constructed or not should be the
prerogative of the board, but how the
building will be constructed, who will
be contracted ete. should be the
prerogative of the management.
Another way of looking ar it is that
board level decizsions could be ro take all
long-term decision. The decision
whose impact will be for a long period
i.e. multiple vear may be approved at the
board level only.

* The board should setop a mechanism
wherchy it ensures that all tmelines and
compliances are being met by the
management. The management should
be made accountable for any deviaton.

* The board should also clearly define the
rale, funcdon and mandate of the
management team and thercafrer
should mondtor the various execution,
delivery, timelines and compliances
without interfering into the process
The board should become pro-active
only if there are violations or failures in
execution, delivery, tdmelines and
compliances of various functions and
Processes.,

Examples of Division of the Functions of
the Board and the Management

There is a lot of confusion regarding the
division of role and mandate between the
board and the management. In succeeding
paras, we are providing some key areas where
the board should or should nor take the
decision making or execution at its level.

Long Term & Perspective Planning

The long term and perspective planning is
analogous to the mission and revision in the
mission of an organisadon. Any resoluton
ordecision pertaining  to long  term  or
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perspectve planning should be carried our at
the board level only, The management should
be responsible for providing data and inputs
for such planning processes. In other words,
the management should play a support and
complementing role to the board.

The Annual Plan & Annual Budget

The annual plan and annual budget should be
the responsibility of the management of the
organisationl. The board should not interfere
into the annual planning process. However, all
annual budgers and plans should be placed
before the board for approval, In case of large
organisation or organisation where
multifaceted plan and budgets are being
prepared, the approval may be taken on case to
case basis. The board mav also consider
reviewing and interim plan or budget at a
periodic interval to ensure that there is no need
for coarse correction, However, the mandate
of annual plan and budget should remain
within the domain of the management of the
organisation.

System Related Policy Documents

All system related policy documents such as
Finance Policy, Procurement Policy and Staff
Policy, ete, should be prepared by the
management and approved by the board. In
case of smaller NPOs, such policy document
may be prepared at the level of the board in
consultation with the management staff.

Enduring and Constitutional Policies or
By Laws

All enduring and constirutional policies or bye
faws such as:

* Changes in the objects or
Memorandum

*  Changes in the nhii:ct:i ot Rules and by
Laws



* Wision Starements

*  Mission Statements

*  Governance Policy

* Contlictof Interest Policy

* Transparency and Disclosure Policy

* Gender Policy ete. should be prepared
by the board and the management may
provide inputs on case to case basis at
the discredon of the board: Certain
issues such as:

- Changes in the objects or
Memorandum

- Changes in the objects or Rules and
bye laws

- Vision Statements

- Mission Statements should be
recommended by the board to the
general body forits approval.

3. Financial Oversight

Accounting & Management of Funds and
Assets

The accounning & management of funds and
assets shall be the responsibility of the
management. The board should be entided to
periodic reporting and course correctoon if
any.

Internal Audits & External Audits

It is the responsibility of the board to appoint
the internal and external auditors. In case of
statutory auditors, the appointment of board
needs to be further approved by the general
body., Ideally the internal auditor should
directly report w0 the board which wall

empower him/her to be able to report about
the management to the board. The smatutory
auditors should submit the management letter
directly to the board.

Monitoring & Inspection

The monitoring and inspection for various
processes and systems is the responsibility of
the management. |f consultant and external
experts are hired, they can be appointed by the
management, unless the monitoring and
inspection involves a scrunny or review of the
functions of the CEO and Senior
Management, The board shall be entitled to
recetve MI1S and reports from the management
ina manner which may have been laid down.

Evaluation & Impact Analysis

The overall evaluation and impact analysis of
the programmes should be carried on by the
board. The management should support in
carrying out of such processes.

Appointment, Appraisal & Promotion of
Staff

The entite process of appointing, appraisal &
promotion of staff shall be the responsibility
of the CEO and Management of the
Organisation. The board shall determine and
approve the process of appeinting and
appraisal of the CEO or selected very senior
stalt, In case of other statf, the board shall be
entitled to receive MIS and reports from the
management in a manner which may have
been laid down.

Training & Capacity Building of the Staff

The entire process of training and capacity
building of staff shall be the responsibility of
the CEO and Management of the
Otgranisation, The board shall determine and
approve the process of capacity building of
the CEO or very senjor staff. The board may
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further determine the process and mechanism
for the sensitization of the board members. In
case of other staff, the board shall be entided
to. receive MIS and reports from the
management in a manner which may have
been laid down.

Stakeholder & Donor Engagement

The responsibility of stakeholder & donor
engagement shall be with rthe CEQ and
Management of the Organisation. The
Management should manage and maintain the
various relation, delivery, communication and
compliances required for various stakeholders.
The board should support in swakeholder
engagement, particularly with regard to fund
raising and image building of the organisation.
The management should interact with all the
stakeholders including the donor, beneficiaries
ete.

4. Riskand Compliance

There are various risks which are associated
with the NPOs which affects the organization
adversely either internally or externally. All
NPOs should carefully analyze the legal risk
involved in their activities and interaction with
stakeholders. An NPO may face various kinds
of legal risk which may range from suspension
to dissolution to heavy financial penalties, The
Board members and Trustees of an NPO may
also be subjected to various kinds of legal risk.
The board is primarily responsible for all legal
obligation and legislative issues. However, it is
the responsibility of the CEO and
Management of the Organisation to ensure
legal compliances at all stages. The board
approves and signs all legal documents unless
some specific powers are delegated w the
CEQ. Some of the important areas which may
involve legal risk are discussed as under:
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Legal Risk

Legal Risk pertaining to the key
documents

An organization should carefully study irs key
document including the Trust deed,
Memorandum of Association, Arrcles of
Association, Contract  documents, Policy
document, etc. For instance, the Trust deed or
Memorandum of Association should
empower the NPO ro conduct various
activinies and take major policy decision. A
small disabling clause in the Trust deed,
Memorandum of Association may endanger
the existence and the varions licenses of an
NPO. A clause pertaining to commercial
activity or powet to invest may be in violation
ot the law of the land. Similarly, there could be
various kinds of risk in the documents we
make and use in our day to day funcuoning,

Legal Risk pertaining to Liability of the
Organization and the Board/ Trustees

An organization should carefully study the
legal risk; it may face in the shape of liability
towards external stakeholders due 1o non
compliance or non performance of various
organizational responsibilities. Some issues
pertaining to legal liabilities are discussed as
under:

* An organization may face legal
liabilities with regard to various staff
and consultancy contracrs, An
oreanizanon should understand the law
of land and take proper legal advice in
issuing contracts to staff and
consultant.

* An organization may face legal
liabilities with regard to  various
contracts signed, An  organization
should understand the law of land and
take proper legal advice before
entering into any kind of contract.



*  The board of direcrors or the trustees
may also be subjected to criminal or
civil liability if violatdon of the law is
being made with a malaise intention.
Contrary tothe commaon believe the
board members or the trustees may not
enjov immunity of limited hability if
any deliberate or malaise acr or
noticed.

*  An organization may suffer legal risk
for the misconduct orany illegal act of
any of its directors or senior member
done in representative capacity, For
mstance, if there is violence in a formal
protest or rally organized by an NPO),
then the entire board or the
organization may suffer even if the
violationis made by 1 to 2 individuals.

Legal Risk pertaining to tertor and money
laundering

An organization should carefully study the
sourees and the credential of its funding and
donors. Just like banks which are subjected to
EYC (Know Your Customer) norms, the
NPOs effectively are also subjected to KYD
{Know Your Donor) norms, An NPO may
face eriminal prosecuton, if itis found to have
received funds from dubious, anonymous or
prohibited sources, whether from within the
country or Abroad.

Legal Risk pertaining to non compliance
of law

An organization should carefully comply with
the requirement of all the statutes npplicuble ti
it. An NPO may face various kinds of legal risk
ranging from financial liability to criminal
liability to cancelladon of registration,

Legal Risk pertaining to intellectual
property, copyright, patent, trademark,
etc.

An erganizaton should carefully understand
the nadonal and international law pertaining to
intellecrual property, copyright, patent,
trademark etc. It should ensure proper
compliance in use of material / intangible
assers belonging to the NPO as well as others.
Proper registration and approval should be
taken wherever applicable. Some such issues
are discussed as under:

An organizaton should ensure thar the
internet domain and email id's etc. are formally
registered and any possibility of loss of right is
prevented. An organization should ensure that
allits intellectaal properties such as:

i) Booksor Research Materials
i) Logos or Trademarks
1ii.) Videos and Designs

w.) Other Development or Scientific/ Social
Innovations, ete. are registered with the
Appropriate Authority.

Any newsletter or dissemination  material
should also be properly approved and should
be as per the law of the land.

Human Resource Risk

All NPOs should carefully analyze the issue
pertaining to all the human resources involved.
Apart from the legal risk which has been
already discussed above, there are various
other risks which may ereate erisis for an NPO.,
Some of such additional important areas
which may involve human resource risk are
discussed as under:
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o An NPO should ensore thar all che
human resources tight from the board
o the grassroots worker are adequare
and competent.

* An NPO should ensure that all the
human resources right from the board
to the grassroots worker are adequate
and competent.

* An organizaton 1z always under the
threat of human resource turnover and
the deficit of approprate expertise
required for each specific positon.

*  An NPO should ensire that all the staft
is pnwid::d with a safe and fair
environment to work, Tt should also
ensure  that pr{:mc:tiun:-:., appraiszﬂ&
dispute resolution are being done in a
very Objective, independent and fair
manner in order to avoid resentment
and legal lidganon.

* An NPO should ensure that all the
human resources are provided with
insurance and social security support as
far as possible, It not only secures and
satisfies the employees but also
safeguard the organization against any
financial liability 1n case of a
CONUNEEncy.

* An NPOY should ensure thar all che
terminanon and retirement  policies
are as per the law and transparent.

* An NPO should verify the
credentials and antecedents of all the
human resources rtight from the
board to the grassroors worker, It is
advisable to ke a self-declaration
regarding the social, criminal and
civil conduct of past.
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* An NPO should verify the legal
eligibility and authenticity of
gqualification and experience of  all
the human resources right from the
board o the grassroots worker, Dor
instance, in case of volunteer from
overseas the appropriate visa to
work in the country should be
verified. In case of staff a test
check of  gualifications  should be
madc dircctly from the wvarious
universities or institatons,

Conflict of Interest Risk

There should be a clearly defined policy 1o
ensure that any conflict of interest is properly
dealt with, The conflict of interest transaction
is most dangerous for an NPO and may create
legal threat to its basic existence mself.
Therefore, conflict of interest issues are nor
only ethical issues but may have a serious legal
risk attached to them. Some of the
transactions, decision which may be regarded
asmatenal interest is as under:

* Appointment of relatives in Board
O senior management.

* Ownership or partdal ownership in
organizations which are engaged or
may seek business or consultancies.

*  Paymentof fees and remuneration,

*  Directorship or management position
in other NPOs,

* Providing consultancies in personal
capacities.

* Having commercial interest inoany
decision or resolution,



*  Having direct or indirect reladonship
with the donor or done organizations,

= When contracts are awarded o relatives
of the Board members.

All NPO should check the law of the land
regarding the permissibility of various eontlict
of interest transactions. For instance, in India,
any kind of benefit provided to any trustee or
board member may result in cancellation of
registration under the Income Tax Act. The
Board of Directors of the trustees should
declare such interests. The interested trustees
and directors should not participate in the
decision making and voting process for that
particular resolution. An annual declaration of
such interests should be placed in the annual
general meeting,

Integrity and Corruption Risk

All NPOs are managed by human beings
where all kinds of persons exist. We may find
people with very high values and ethies; on the
other hand, there might be people who are
prone to corrupton and unethical practices.
Theretfore, all organization needs strong
gystems to negate the possibilitv of unethical
practices. Strong svstems ¢an anly be buile and
sustained if there is a mechanism of
identifying the wvarious rnsk pertaining to
human integrity and corruption. An NPO may
take remedial measures against various risks,
once they are properly identified. Certain
common processes also may prevent
corruption which sometimes  looks  very
innocuous. For instance, the possibility of a
thief entering a house with hostile pet dogs is
lesser then a house without any such
protection. To take this example further
sometimes just the sign "Beware of Dog" may
detera thiet, even if a real d(}gix not present.

In other words, an  organization  should
idendfy the risk and establish tangible as well as

subtle systems to negate any integrity loss or
corruption. Some of the popular practices
which go on to reduce the possibility of
integrity loss or corruption are:

*  Joint puthorzaton or joint signatory in
processes.

*  Multiple controls by different people.

*  Use of banking channels for financial
TEANSACTIONS.

* Romtion of seniorstaff responsibility,
*  Roration in the board and leadership.

* Independence and effectiveness of
Audit process etc.

Efficiency Risk

An NPO may be good but stll not good
enough. Loss in efficiency in various functions
is one of the most dangerous risks artached in
an organization's functioning, The efficiency
risk generally goes unnoticed because of the
lack of comparable standards of performance.
In intellectual and intangible work, it is very
ditficult to quantify the quality and efficiency
of the output. 1f NPOs don't remain vigilant
then organizational lethargies may setin. Some
large organizanon conducr efficiency audits
but it is more important to understand the
larger principle of efficiency risk and look for
organization specific solutions.

Skills and Expertise Risk

An NPO may face the mismatch of skills and
expertse required for rthe various human
resources. All the system and infrastructure
will be of no use, if appropriately
qualified/skilled persons are not available
withthe NPCY, The board of the NPO should
analyze the adequacy of the existing skills &
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expertise and should also assess the sk
attached in future regarding the loss of such
skills & expervse due to staff wrnover or
changes in rechnology or external
environment.

Communication and Articulation Risk

An NPO should also analvze the risk relared
with the communication and articulation
systems. Por instance, in India, any
dissemination of public information or
current affairs on the website or through print
media may resultin cancellation of registration
under the Foreign Contribution Regulation
Act, 2010, Similarly, failure ro disclose key
information including conflict of interest also
has considerable legal and other risk.
Therefore, all NPOs should carefully study the
various documents and reports they produce
and analyze the risk, it any. Even the learning
materials or the training modules should be
carefully studied to ensure that they do not
contain any objectionable or sensitive content.

Systems Risk

An NPO should also analyze and understand
the functiening of all the existing systems.
There could be risk pertaining to failure or
inadequacy or performance of system. For
instance, due to change in technology the
existing syvstems may have to be replaced,
which may involve sudden financial
expenditure. Integration and compatibility of
various systems also is an area which needs to
be ecarefully analyzed for plugging any
loophole or risk in it. For instance, integration
of financial data from field level could be an
area of risk.
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Governance & Leadership Risk

The leadership and governance risk is another
area which mostly goes unnoticed. An NPO
may fall into the hands of a specific individual
or a group of indiwiduals, who may have
conflict of interest attached to it. An
independent risk analysis of the board and the
leadership processes is necessary to ascertain
the quality of governance in an NPO). Even the
NPOs which have dynamic leaders may face a
governance and leadership risk if they don't
have a contingency plan for any unexpected
event resulting in loss of key individuals,
Further, undemocratc election processes may
also pose considerable risk.

WValues and Direciion Risk

Another important risk in the functioning of
an NPO is the possibility of deviating from the
original mission and {all in the level of ethics
and values, The organization's board should
carefully analyze the nisk involved in various
activities which may affect the values and
direction of the organization. For instance, an
NPO engaging itself in unrelated projects may
lose sight of its own mission and become
donor driven. Similarly, an NPO should also
develop its organization culture and wvalue
through various practices, It should also study
the various existing systems and processes and
see the risk involved with regard to the values
and mission,



Mandatory CSR Reporting

in Form CSR-2

The Government of India has been pushing
Indian corporates to conduct their businesses
with greater transparency, reinforce
governance practices and provide
comprehensive reporting of  their CSR
activines,

In this context, to further strengthen the
compliance norms, Ministry of Corporate
Affairs (MCA) with its notificaton dated 11th
February, 2022 has introduced a new annual
reporting requirements under CSR. The
notification  has  brought the Companies
{Accounts) Amendment Rules, 2022 with
effect from 11th February, 2022, The
amendments brought through this notification
are discussed here.

INTRODUCTION

The Central Government has newly
introduced form CSR-2whichis aweb-based
online Porm, available on the portal of MCA
and filed on an annual basis. Also, the form is
mandatory for every eompany to which the
provisions of CSR under Section 135 of the
Companies Act are applicable. Further, any
company who are doing CSR actvity on a
voluntary basis wants to report on voluntary
basis can report through this form CSR-2.

DUE-DATE FOR FILING THE FORM
CSR-2

ForFinancial Year 2020-21:
Form CSR-2 was supposed to be filed as a

separate web-based form on or before 31st
March 2022 after filing of Form AQC-4,

However, for those companies who did not
filed the form CSR-2, the Due-Date for the
financial year 2020-21 has lapsed, hence the
same can be fled with fines and penalty, as
applicable.

For Financial Year 2021-22:

As per the original notificanon, the Form CSR-
2was tobe filed as an addendum to the Form
ADC-4 or AMOC-4 XBRL or ADC-4 NBIFC
{Ind AS), as the case may be.

However, vide MCA noufication dared 31st
May, 2022, the filing date of Form CSR-2 for
the Financial Year 2021-2022 was extended
and shall be filed separately on or before 31st
March, 2023 after filing Form AQC-4 or AOC-
4 XBRL or AOC-4 NBFC (Ind AS), as the case
may be, instead of filing it as addendum to the
AOC-4 Form, Netfication 1s available ar the
link: https:/ /egazette.nic.in/ Write Read Dara
S 2022/23616 3.pdf.

For Upcoming Financial Years (2022-23
and onwards):

The Form CSR-2 shall be filed as an addendum
to the Form AOC-4 or ADC-4 XBRL or
AOC-4NBFC (Ind AS),as the case may be, It
is to be noted that the Due-Date applicable for
ADC-4 (including form CSR-2) is within 30
days from the date of AGM. For
simplification, the Due-Date for AOC-4
(including CSR-2) 1s mentioned in the table
below:
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31st August, 2023

st October, 2023

Within 30 days of AGM i.e. 30th Seprember, 2023

Non-Compliance in conduct of AGM within the Due-date
but the Due-Date for CSR-2 would stll be 30th October, 2023

Note: For Financial Year 2022-23 and onwards, the filing of form CSR-2 as separate form or as
addendum to AOC-4 may be subjeer to any further nodfication in this regard by the Central

Crovernment,
HOWTOFILE THE FORM CSR-27

Central Government has issued a demiled
Instruction kit for providing assistance in filing
CSR-2 form and same can be accessed at;
https:/ /fwww.mea.govin/ Ministry/ pdf/ CSR
2_help.pdf

CONTENT OF FORM CSR-2

In the sub-rule (1B) of Rule 12 of Companies
{Accounts) Rules, 2014, the form “CSR-2:
Report on Corporate Social Responsibiling™
has been inserted m the Annexure, after Form
AODC-4 CF5, the form.

The form CSR-2 contains a very detaled
report in the prescribed formar and is in
addition to “The Annual Report on CSR
Activities to be Included in The Board’s
Report”, Under the form C5R-2; following
major derails should be included:

*  The details pertaining to the entity and
criteria of CSR applicability,

* Constitution of CSR committee,

*  Disclosures on the website of the
company about CSR project. CSR
Committee and CSR policy,

* About :ilT:IP:lCt‘ assessment, 1f
applicable,
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* Ner profits and other degails for
preceding 3 financial years,

= SR obligation, expenditures, set off
amount, if any and transfer to CSR
UNSpent account, etc.

*  Project wise details of amount spent
in the preceding financial years about
ongoing  projects and other than
ongoing projects,

*  Project wise demils of the CSR
amount unspent during  preceding
financial years which has been spent
during the financial year,

*  Unspent amount of CSR, transfer of
unspent CSR account,

*  Asscts wise details of capital assets
created or acquired through CSR
spent such as description, address and
location of assets; date of creanon,
amount and dermils of owners
(including name, address and CSR
registration number of  owners, if
applicable].

The Companies (Accounts) Amendment
Rules, 2022 along with the annexure form
"CSR-2: Report on Corporate Social
Responsibility (CSR)" can be accessed at
https:/ /www.mea.gowin.



Recent Amendments in Corporate
Social Responsibility (CSR) Rules

Central Government has issued a Gazetted
Notice on 20th of September, 2022 to amend
the Companies (Corporare Social
Responsibility  Policy) Rules, 2014, The
amended rules, the Companies (Corporate
Social Responsibility  Policy) Amendment
Rules, 2022 has come into fotce with effect
from 2(th September, 2022, In total, there are
six amendments in CSR Rules and the major
impact is only with regard 1o the following:

= (Constirution of CSR Commitree

*  Applicability of CSR Provisions Has
Been Widened

* Categories of CSR Implementing
Agencies Are Broaden

* Limit of Expenditure Towards Impact
Assessment is Reduced

MANDATORY CONSTITUTION OF
CSR COMMITTEE FOR HAVING ANY
AMOUNT IN UNSPENT CSR
ACCOUNT

Constitution of CSR Committee in Case
of Ongoing (Multiyear) CSR Projects:

Rule 3 of Companies (CSR Policy) Rules has
been amended and through this amendment,
constitution of CSR Committee has become
mandatory for the Companies having any
amount in 'Unspent CSR Account', even if the
CSR obligation of that financial year does not
exceed Rs. 50 Lakhs,

It is 1o be noted that Section 135(6) of the
Companies Act mandates the companies to
open an unspent CSR Account for every
financial year separately, in case the company is
not able to spent the full CSR obligation of
that financial year and the unspent amount is
relating to the ongoing CSR projects of  the
Company.

As per the existing provision ot Section 135(%)
of C:“.IT!"I[}F[I'I'lt‘.S Act, 2013, if the amount for
CSR to be spentbyacompany in a fnancial
year does notexceed Rs. 50 lakhs, the company
shall not be required o consnmute a CSR
Committee and the funcoons of such
committee shall be required to be discharged
by the Board of Directors of such Company,

Constitution of CSR Committee in
Caseof Other Than Ongoing CSR
Projects:

This partcular amendment in Rule 3 of
Companies {CSR Policy) Rules has heen
amended would notimpact the organization
who have planned single year CSR projects.
This 15 because the unspent CSR Account is
specifically required to open in case of
ongoing {muld-year) project only and the
unspent CSR amount in case of single vear
project has te be transferred to a Fund
specified in Schedule VII, within a period of
six months of the expiry of the financial years.

However, as per the existing provision of
Section 135(9) of the Companies Act,
consttution of CSR Committee would be
mandatory, if the CSR obligaton in a
financial vear exceeds Rs. 50 lakhs,
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APPLICABILITY OF CSR PROVISIONS
HAS BEEN WIDENED AND
EXEMPTIONS PROVIDED TO
CERTAIN CATEGORIES OF
COMPANIES HAS BEEN
WITHDRAWN

Amendmentin Rule 3(1):

Applicability of CSR provisions namely,
Section 135 of the Companies Act, 2013 and
the Companies (Corporarte Social
Responsibility  Poliey) Rules, 2014, has
been widened by amending Rule 3(1).
Therefore, with effect from 20th September,
2022 both Section 135 and CSR rules would be
applicable to every company including s
holding or subsidiary, and a foreign company
having its branch office or project office in
India, shall comply with the provisions of
section 135 of the Act and these rules subject
to fulfilment of the following criteria:

* Turpnover of Rs 1O crore or more
ot Net profit of Rs, 5 crore or more
or Ner worth of Rs, 3I0 crore or more
in immediately preceding  financial
vear, OR

* 15 having any amount in 1ts Unspent
Corporate Social Responsibility
Account with respect to ongoing
{multivear) CSR projects,

The amended rule 3 (1) for reference is
mentioned here as, "(1) Every company
including its holding or subsidiary, and a
foreign company defined under clause (42) of
section 2 of the Act having its branch office or
project office in India, which fulfils the criteria
specified in gsub-section (1) of section 135 of
the Act shall comply with the provisions of
section 135 of the Act and these rules,

Provided that net worth, turnover or net profit
of a foreign company of the Act shall be
:,:nmput::d in accordance with balance sheet
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and profit and loss account of such company
prepared in accordance with the provisions of
clause (a) of sub-section (1) of section 381 and
section 198 of the Act.

[Provided further that a company having any
amount in its Unspent Corpotrate Social
Responsibility Account as per sub-section (6)
of section 135 shall constitute a CSR
Commirtee and comply with the provisions
contained in sub-sections {2) to (6) of the said
section.]”

Does the second proviso of Rule 3(1)
specify full or partial applicability of
Section 135 of the Companies Act?

The Second Proviso to Rule 3 (1) specifically
mentions for the applicability of sub sections 2
to 6 of Section 135 of the Companies Act,
2013. However, the full Section 135 have 9
sub-sections. On careful analysis of the Rule
3(D)and all the sub-sections of Section 135, it
is noted that all the CSR provisions, both
Secton 135 and CSR Rules, has been made
applicable in full even if the company does not
fall under the applicability section 135(1) but
have any unspent CSR amount remaining  in
its unspent CSR Account specifically opened
in case of ongoing (multi-vear) CSR projects.
The full applicability is mentioned because of
the following reasons:

* Secton 135(1) 15 the applicability
section and the applicability has been
specifically mentioned in the second
proviso of rule 3 (1) through this
amendment.

* Section 135(7) is the penal
provision with respect to default in
complying with the provisions of sub-
section (5) or sub-section {6) and sub
section 5 and 6 both are made
applicable o companies which have
any unspent CSR amount remaining in
its unspent CSR Account.



* Secction 135(8) 15 the specific power
given to Central Government  for
notifying  any  specific dirccrion o
companics to ensure compliance of
provisions of Secoon 135

* Section 135 (9) exempts the
companies to constitute CSR
Committee, if the CSR obligation for a
finaneial year does not exceed Rs, 50
Lakhs, However, this constitution of
CSR Committee has been made
mandatory, by amending CSR rule 3(1)
to companies which have any unspent
CSR amount remaining in its unspent
CSR Account.

Does the CSR provisions (both Act and
Rules) was previously not applicable to
companies having obligation only
towards the unspent CSR amount and no

other CSR obligation?

The concept of unspent CSR Account in case
of ongoing CSR projects was brought in by
inserting sub-scction Gin Sectdon 135 of the
Companies Act with effect from
2201.2021. In this case, only the sub-
secton 6 was applicable which specified that
obligation towards the ongoing CSR
projects should be spent within a period of
three financial years; failing which, the
company shall transfer the unspent CSR fund
tor a Fund specified in Schedule VII, within a
Ff_‘l'.i.l: FCI. U"F l'hil't'l. f_{&}'ﬁ t.'['l:]In thf I:.J[ﬂtt.‘ {}1.:
completion of the third financial year.

However, apart from Section 135(6), the other
CSR pr{n‘iﬁiuna of Section 135 and the CSR
Rules was not nppi[cnhlt to such companies
who did not fall under the limits specitied
Section 135(1) for 3 consecutve financial
yvears, Now, with this amendment in CSR Rule
3, all the CSR provisions would be applicable
unless the company fultils its CSR obligation
of a particular financal vear completely,

Omission of Rule 3 (2):

Rule 3(2} was o provide exempton from
applicabilicy of CSR provisions namely,
Section 135 of the Companies Act and CSR
Rules. The exemption was allowed to such
companies which ceased to be covered under
CSR applicability for three consecutive years.
Therefore, with omission of Rule 3(2), every
company as mentioned Under Heading
"Amendment in Rule 3(1)" has to comply
with all the CSR provisions with effect from
20th  September, 2022,

The omirted rule 3 (2) for reference is
mentioned here as, "Hvery company which
ceases to be a company covered under sub
section (1) of section 135 of the Act for three
consecutive financial vears shall not be
required to -

{a) consntute a CSR Committee; and

(b) comply with the provisions contained
in sub-secton {2) tw (6) of the said
section’ till such time it meets the
criteria specified in sub-section (1) of
section 135"

CATEGORIES OF CSR
IMPLEMENTING AGENCIES ARE
BROADEN TO INCLUDE
REGISTERED TRUST, SECTION
SCOMPANY AND SOCIETY HAVING
EXEMPTION UNDER SECTION

10(23C) (IV) (V) (VI) OR (VI1A)
Amendment in Rule 4(1):

This amendment has addressed awide range
of entities, having registrations under Section
10{23C) (iv), (v), (vi} or (via) of the Income Tax
Act and also having approval under section
B0G of the Income Tax Act, to make eligible
tor act as CSR Implementing ageney in addition
to the previously allowed entties. However,
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as per Rule 4(2) of the CSR Amendment Rules,
20021, CSR registration through online filing of
e-form CSR-1 o the Ministry of Corporate
Affairs is mandatory with effect from 1st
April, 2021,

The above mentioned sub-clauses
represents o the following:

* Sub-clause (iv) of clause (23C) of
section 10 - Charitable purposes

* Sub-clause (v) of cdause (23C) of
section 10 - Public religious purposes

* Sub-clause (vi) of clause (23C) of
sectian 10 - Educational purposes

* Sub-clause (via) of clause (23C) of
section 10 - Hospital

Which Type of Entity Can Undertake/
Implement the CSR Activities of a
Company?

As per CSR Rule 3, Board of the Company has
tir ensure that the SR Actvides of the
company are undertaken by the company itself
or through the organizanons who are having a
valid CSR Registration, which can be obtained
by filing c-form CSR-1 to the Ministy of
Corporate Affairs (MCA).

Which entities are allowed for CSR
Registration?

The list of entities cligible for CSR registration
has also been updated in e-form CSR-1 to
cffect the amendment in Rule 4(1). With this
amendment the course of entity being ¢ligible
for CSR registration through form CSR-1 is
widened to include the following
organizations:

Newfy adeed entities Hongh amenduent of Raled{])
and e-farm CYR-T
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* Company esrablished under secton &,
Registered public  rrust, Registered
society exempted under sub-clanses
(1), (v), (vi) or (via) of clause (230C) of
section 10 and approved under
section BUG of the Income Tax Act,
1961 and having an established track
record of ar least three vears n
andertaking similar activities,
However, the established track record
of three years would not be required if
these entties has been established by
the company, either singly or along
with any other company,

Entities allowed without amendweent of Rale 4(1) and
e<form CSR-1

* (ompany established under section 8,
Registered public trust, Registered
sociery, registered under section 12A
and approved under section BUG of
the Income Tax Act, 196land having
an established track record of at least
three years in undertaking similar
activities, However, the established
track record of three years would not
be required if these entines has been
cstablished by the company, either
singly or along with any other
COMPAny.

* Company established under section 8
or registered Trust or registered
Society established by the Ceneral
Government or State Government.

* Entity established under an Act of
Parliament or State Legislatare,

Can Educational Institutions or hospital /
medical institution with annual receipts
up to Rs. 5 crores can obtain CSR
Registration and be a CSR Implementing

Agency?

An educational institution or hospital/



medical institution having income receipts up
o Rs. 5 crores can claim full exemption under
the sub-clause (itiad) and (iliae) of clause (230C)
of section 10 of Income Tax Act respectively
without requiring a separate approval or
registranion. Therefore, these entities cannot
obtain CSR registration without taking
separate approval under sub-clavses (iv), (v},
{(vijor (via) of clause (23C) of secuon 10
because of the following reasons:

* CSR registration can be obtained by
Company established under section 8,
Registered public trust, Registered
society exempted under sub-clauses
(i), (), (vi) or (via) of clause (23C) of
section 10 and approved under section
H0G of the Income Tax Act, 1961,

* Also, for obtaining BOG registration,
self-certified copy of existing order
granting approval under clause (23C)
of section 10 of the Income Tax Act
would be required.

THE LIMIT FOR EXPENDITURE
TOWARDS IMPACT ASSESSMENT OF
CSRPROJECTS HAS BEEN REDUCED
FROM 5% TO 2%

As per rule 8(3)(c), the company may book
expenditure towards the impact assessment of
CSR projectsas CSR - spending, However,
the amount of expenditure towards the impact
assessment of CSR projects shallnot  exceed
2% of wotal CSR obligation for the
relevant financial year or Rs. 50 lakhs,
whicheveris higher. The earlier rule bad  allowed
wprfo 3% of the total CXR. obligation for the relevant
financial yearar Ko, 50 fakbs, whichever way lower.

Afier the Amendment in Rule 8 (3) {c), the
amended provision is, "4 Company
andertaking  impact  asvessment sy ook the
excpenditure tonards Corpovate Nocial Besporsibility
for that financial year, which shall wet excerd two

percent (previously five percent) of the fotal CAR
exchenditire for that financal year or fifty lakd rapees,
whichever is bigher (previoasly "whichever is faner”)""

Which companies needs to do Impact
Assessment?

As per CSR Rule 8 (3) (a), the companies
having average CSR obligation of ten crore
rupees or more, in the three immediately
preceding  financial years, shall underrake
impact assessment, through an independent
agency, of:

* their CSR projects having outlays
of one crore rupees or more, and

* which have been completed at least
one year before undertaking the
impact study.

Having said that, impact assessment would not
be necessaty for individual CSR projects of
amount less than onecrore or - which has not
completed one vear of time.

REVISED FORMAT FOR THE
BOARD's REPORT ON CSR
ACTIVITIES TO BE INCLUDED IN
THE BOARD'S REPORT

As per Rule 8(1), every Company to which the
provisions of CSR Rules are applicable { a s
defined in Rule 3(1}) which is also
discussed in Under Heading " Amendment in
Rule 3(1)" shall include an annual report on
CSR containing particulars  specified in
Annexure | or Annexure 11, as applicable in its
Board's Report. The Central Government has
maodified the format for the Board's report on
(SR activities by substituting the old
Annexure I through revised Annexure 11,

As far as the impact is concerned, there is nota

major change in the Board's report on CSR
Activites. However, there 1s minor changes in
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the format and content of the Board's report
on CSR activities.

What are the changes brought in the
Board's reporton CSR activities?

The changes in the formar of Board's report
on CSR Acovities are discussed below:

* In the revised format of Board's
report on CSR Acdvities, only the
total amount spent on CSR. projects
(bath ongoing project and other than
ongoing project) has to be reported,
Farlier the detils of CSR Amount
spent against ongoing projects and
other than ongoing projects has to be
given 1in much detail through separate
tables in the Board's report on CSR

activities,

However, it is to be noted that the detailed
information regarding amount spent  against
ongoing projects and other than ongoing
projects has been made part of the form
CSR2: Annual report on Corporate Social
Responsibility. In this case, it can be said that
the above changes have been done just to avoid
the duplicity in reporting of CSR activity,

* The other change is with regard to
reporting on creation or acquisition of
capital assets through CSR spent
during the finandal year, The reporting
of capital assets (both movable and
immovable) has to be reported in guite
detail and in the prescribed tabular
format. Assets wise detail to be
rrp{]rttd are;

- date of creation or acquisition,

- amount of CSR spent for such
CTeEaton Or acquisiri{ M1,

- Detils of entity or puh]ic authority
Or bn::m:f]r_iﬂ.r}f under whose name
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such capital assers is registered,
their addressetc.,,

- Details of capital assets created or
acquired (including complete
address and location of the capital
assets),

- Pin Code of the property(Newdy
arledeed),

- CSR Registration Number of
entity/ authorty/ beneficiary of
the registered owner, wherever

applicable (Newdy adeed),

- In note it is specified that "all the
ficlds should be captured as
appearing in the revenue record,
flat no, house no, municipal office/
municipal corporation/gram
panchayat is to be specified and also
the area of the immovable property
as well as boundaries.(Newly
aileled).

HOW MANY TIMES THE CSR RULES
HAVE BEEN AMENDED ?

The principal rules namely "the Companies
(Corporate Soclal Responsibiliey Policy) Rules,
2014" were published in the Gazette of India,
BExtraordinary, Part I, Section 3, Sub-
section (i), vide notification number GS.R.
129(E), dated the 27th February, 2014 and
subsequently amended by netification
numbers;

* G.5R. 644(E), dated the 12th
September, 2014,

* GSR. 43(1), dated the 19th January,
2015,

* SR S40(E), dated the 23rd May,
2016,



* (G.5.R. B95(E), dated the 19th
Seprember, 2018,

* G.S.R. 526(E), dated the 24th August,
2020,

* GSR. 40(E), dated the 22nd January,
2021, and

G.5.R. 715(E), dated the 20th
Seprember, 2022 {latest amendment
which is discussed in the write-up
above), The nodfication from the
Ministry of corporare affairs (MCA)
can be seen ar: hteps:/ /[www.mca.govin.
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FINANCIAL MANAGEMENT SERVICE FOUNDATION

b
fmsf Financial Due Dates Calendar for 2023-24
Months | Particulars Due Date Form MNo.
ﬁ,pr-ﬂ- Payment of ESl and PF Contribution com fling of Return for the month of March 2023 15-Apr-23 Electronic Challan
Apr-23 | Payrment of TDS deducted for the manth of March 2023 30-Apr-23 Challan No. 281
May-23 | Payment of TDS deducted during the manth of April 2023 7-May-23 Challan Mo, 281
May-23 | Payment of ESland PF Contribution cum fillng of Retum for the month of April 2023 15-May-23 Electronic Challan
may-23 | Filing of Statement of donations received during FY 2022-23 [Statement of particulars to be filed 31-May-23 Form 10 B
by reporting person under clause (viil) of sub-zection (5} of section 0G)
Pay-23 | Filing of TDS Return for the Guarter: lan to Mar 2023 31-May-23 260 and 240
Jun-23 | Payment of TDS deducted during the month of May 2023 F-lun-23 Challan No. 281
Jun-23 | lssue of Certificate for TDS on non-salary paymient for the Quarter ending March 3023 15-lun-23 Farm 164
Jun-23 Issue af Certificate for TDS on Salary for the financial year 2022-23 15-Jun-23 Form 16
Jun-23 Payment of Advance Income Tax bl,r all assessee other than 444D (upto 15% of Income Tax 15-Jun-23 Challan do. 280
pavable)
Jun=23 | Payment of ESl and PF Contribution cum fillng of Return for the month of May 2023 15-Jun-23 Electronlc Challan
Jul-23 Payment of TDS deducted during the month of June 2023 F-Iul-23 Challan to. 281
Jul-23 Payrment of ES| and PF Contribution com filing of Retum for the month of lune 2023 15-Jul-23 Electronic Challan
Jul-23 Filing af Income Tax Returm for FY 2022-23 by assesses other than company whose dccounts anes 31-Jul-23 Various ITR Farms *
not required to be avdited under any law
Jul-23 Filing of TDS Return for the Guarter- Apr to Jun 2023 31-Jul-23 260 and 240
Aug-23 | Payment of TDS deducted during the maonth of July 2023 T-Aug-23 Chalian Mo, 281
Aug-23 | Issuee of 105 Certificate for TD5 on non-salary payments for Quarter: Aprto Jun 2023 15-Aug-23 Form 164
Aug-23 | Paymentof ESl and PF Contribution cum filing of Return for the month of July 2023 15-Aug-23 Electronic Challan
Sep-23 | Payment of TOS deducted during the month of August 2023 7-5ep-23 Challan Mo, 281
Sep-23 | Payment of Advance Income Tax by all assessee other than 44AD {upto 45% of Income Tax 15-5ep-23 Challan Mo, 280
payable)
Sep-23 | Payment of ESl and PF Contribution cum fifing of Retum for the month of August 2023 15-5ep-23 Electronlc Challan
Sep-23 | Every indlvidual whe holds DIN as on 315t March 2023 and wha has not filed DIR 3 KYC form 30-5ep-23 DIR-3 KYC
previausly or there is a change In email id and mabile number (Applicable for Section 8
Companies)
Sep-23 | Every individual who has previously filed form DIR-3 KYC and there is no change in email id and 30-S5ep-23 DIR-3 KYC Web
mobile numbear (Applicable for Section 8 Companias]
Sep-23 | Audit Report in Form 108 for NGOs availing exemption under section 11 30-5ep-23 Form 108
Oet-23 | Payment of TOS deducted during the month of September 2023 F-Det-23 Challan Mo, 281
Cct-23. | Payment of ESl'and PF Contribution cum filing of Return for the maonth of Septembor 2023 15-0ct-23 Electronic Challan
Oct-23 | Flling of income Tax Return for FY 2022-23 by Company and other than Company whose 31-0ct-23 ITR-T
acoounts are rérguired to be audited under any law
Oct-23 | Filing of TDS Beturn for the Cuarter Jul to Sep 2023 31-Ocr-23 260 and 240y
Oct-23 | Filing Financial Staterment and other documents to Registrar for the EY. 2022-23 With in 30 days | ADC-4
[Applicable for Section 8 Companies] from the date of
AGM
Mov-23 | Flling Annual Return by a company to Registrar for the FY. 2022-23 [Applicable for With in 60 days | MGT-7
Section 8 Companies] fram the date of
MG M
Mow-23 | Payment of TOS deducted durlng the month of ODctober 2033 T-Naw-23 Challan Mo, 281
Mow-23 | |ssue of TDS Certificate for TDS on non-salary payments for Quarter: Jul to Sep 2023 15-Now-23 Form 16A
Mow-23 | Payment of ESl and PF Contribution cum filing of Retum for the month of October 2023 15-MNow-23 Electronic Challan
Dec-23 | Payment of TDS deducted during the month of November 2023 T-Dec-23 Challan Mo. 281
Dec-23 | Paymoent of Advance Income Tax by all assessoe other than 4440 (upto 75% of Income Tax 15-Dac-23 Challan Mo, 280
paya EIEI
Dec-23 | Payment of ES| and PF Contribution cum fifing of Return for the month of November 2023 15-Deac-23 Electronic Chalian
Dec-23 | Annual uploading of audited FC Financial Statements (Balance Sheet, Receipts & Payments 31-Dec-23 Qrganization’s own
Account, and Income & Expenditure Account for the financial year 2022-23 web-site
Dec-23 | Online Filing of Annuwal Return under FCRA in Form FC-4 for the financial year 202223 31-Dwc-23 Farm FC«d
lan-24 Payment of TDS deducted during the maonth of December 2023 F-lan-24 Challan Nop. 281
Jan-24 | Payment of ESl and PF Contribution cum fillng of Return for the month of December 2023 15-lan-24 Electronic Challan
lan-24 Filing of TDS Return for the Quarter: Oct o Dec 2073 31-lan-24 260 and 240
Feb-24 | Payment of TDS deducted during the month of fanuary 2024 7-Feb-24 Challan Mo, 281
Feb-24 | lssue of TDS Certificate for TDS on pon-salary payments for Cuarter: Oct to Dec 2023 15-Feb-24 Form 164
Feb-24 | Payment of ESIand PF Contribution cum filing of Return for the month of January 2024 15-Feb-24 Electronic Chalian
Mar-24 | Payment of TOS deducted during the month of February 2024 7-Mar-24 Challan Mo, 281
Mar-24 | Payment of Advance Income Tax by All assessee covered under 44AD0 (upto 100% of Income Tax 15-Mar-24 Challan Mo, 280
payable)
Mar-24 | Payment of Advance Income Tax by All assessee other than 444D (upto 100% of Income Tax 15-Mar-24 Challan Mo, 280
payable)
Mar-24 | Payment of ESland PF Contribution cum fillng of Return for the month of February 2024 15-hiar-24 Electranic Challan
Mar-24 [ue date to file belated Income Tax return for FY 2022-23 31-pMar-24 Varous ITR Forms *
Mar-24 | Due date to file revizad Income Tax return for FY 2022-23 31-Mar-24 Various ITR Forms *
" Check the apglicable ITR Forms
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