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Type of entities Charitable Purpose
Type of exemption Complete exemption
Condition : 1 Condition : 2
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@ Anonymous Carried forward & Set off
Donation

TDS and others Audit
@ Computation

s0000
ontents




1Tvype of Entities

i D Organizations for Profit

Organizations not for Profit

Not for profit entities

“FEH{ DSHIP:

FRIENDSE LIFE M NE . . ] ..
LOVEQ*!MF'PHUMAN”AR'ANFOOD Not for profit entities work for Charitable or religious purposes.

This can be in the form of a Company, Society, Trust etc.

Non- Profit organizations are exempt from income tax.




Charitable Purpose

It may include any activity in the nature of trade, commerce or business, but:

$) The activity carried out in the course of the charitable purpose

$) Receipts from such activity shall not exceed 20% of total receipts.




Type of Exemption

v" PM’s National Relief Fund

v" CM’s Relief Fund

v" PM’s Fund for Promotion of folk Art

v" PM’s Aid to students Fund

v National fund for Communal Harmony
v' Swachh Bharath Kosh

v' Clean Ganga Fund




ll. Conditional Exemption - A

o




ll. Conditional Exemption - B

Register under
Income Tax:

To have a control
over the trust by
income tax
department.

Registration

Need not

apply balance
15%,

as it can be
reserved
without time
limit.

Balance 15%

Apply 85%

Spend at least
85% of
Income:

Wholly and

exclusively for
the purpose in
the same year.

©

If 85% not applied

Invest the

amount in
modes of 11(5);

Inform % not
applied to IT
using Form 10
before 139(1).

If income not

@ received or due to
other reasons not
applied,

Inform this in
Form 9A before
139(1)

Deemed apply




Examples of Condition - B
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Scenario—1

Particulars
Income
Application
% applied

Reserve Accu.

5 Year Accu.
Form - 10
Form — 9A

Total Income

Amount
1,00,000/ -
85,000/ -
85%
15,000/ -
Nil
Nil to filed

Nil to filed

Scenario — 2

Particulars
Income
Application
% applied

Reserve Accu.

5 Year Accu.
Form - 10
Form — 9A

Total Income

Amount
1,00,000/ -
65,000/ -
65%
15,000/ -
20,000/ -
Yes, 20,000/ -

Nil to be filed

Scenario— 3

Particulars
Income
Application
% applied

Reserve Accu.

5 Year Accu.
Form - 10
Form — 9A

Total Income

Amount
1,00,000/ -
60,000/ -
60%
15,000/ -
13,000/ -
Yes, 13,000/ -

Yes, 12,000/ -

Scenario — 4

Particulars
Income
Application
% applied

Reserve Accu.

5 Year Accu.
Form -10
Form — 9A

Total Income

Amount

1,00,000/ -
60,000/ -
60%
15,000/ -
13,000/ -
Not submitted
Not submitted

25,000/-




Income — Scrutinized - 1

$ Donation is a major form of income for charitable and religious organizations.

$ Few may donate for general purpose but others with specific purpose.

Voluntary Donation

Donation with out
specific purpose.

This will be included
in computation of 85%
as it is normal income
of trust.

Corpus Donation

Donation with specific
purpose, being building
fund etc.

Not for general purpose
will not form part of the
computation of 85%.



Income - 2 - Corpus & Anonymous Donation

Corpus donation 1s exempted even if not

spend but

# It is invested in any modes specified in sec

11(5)

$ maintained specifically for such corpus

Anonymous donation received in excess of the higher of the following will be taxed at 30%
# 5% of the total donation received or Rs.1 lakh.

But this provision shall not applicable if donation received by religious trust or
religious and charitable trust without specific direction to use it for charity.




Application — Scrutinized - 1

)

. .
A Either purchase of asset ot
. depreciation can be
- i Not at all Considered as considered as application.

L\ S
@ application.
(| %] Not at all considered as

| % | =] This will be considered application.
as application only at

¥
¢

This will be considered

as application only at the

D 4

the repayment of loan.

*------9

. .
repayment of loan. | J f)lxed A.SSt.et or
¢ ! Donated from Accum ERECE e
: . A
i Donated to Corpus

Applied From Corpus

Applied From Loan



Application — Scrutinized - 2

TDS to be complied:

)
/ﬁ\ If Tax not deducted from payments, that expenses
cannot be considered as application.

Expenses more than 10,000/-

Rs.10,000/ - shall not be paid in cash to a personin a
Q day. If paid that amount will not be considered as
application.

Agricultural Income:

Agricultural income earned by any entity is exempt
from tax under section 10.




Check Points for Computation




Computation of Total Income

Jmmmmm—mmmm

Income

Spend
Application

Reserve Accu.

1,00,000/ -

85,000/-

85,000/ -

15,000/ -

Income

Spend

Applied
fromC.Y

Applied from
PY

Excess applied

Reserve Accu.

1,00,000/ -

1,15,000/-

1,00,000/ -

15,000/ -

NIL

NIL

Income

Spend

From Loan

From C.Y

Application

Reser Accum

1,00,000/ -

1,60,000/ -

90,000/ -

70,000,/ -

70,000,/ -

15,000/ -

Income

Spend

Loan & Corpus

From C.Y

Application
(30,000+20,000)

Reser Accum

1,00,000/ -

60,000/ -

30,000/ -

30,000,/ -

50,000,/ -

15,000/ -



Requirement list and Procedure

Receipts and Payments A/c

Income from business, (GPU).

Corpus and Anonymous Donation

Corpus and Loan Bank statement

Donation expenses

>

>

)

>

>

-

.

To know what all are the income and expenses of
the period

N

Y

-

\.

To check income from business is more than 20%
of the total receipts.

N

J

-

\.

To check whether corpus deposited and
anonymous violated condition.

N

J

-

\.

To check amount spend from loan and corpus
and amount repaid to these.

N

y,

-

Whether the donation is to Corpus or whether it
is from accumulation

N

Follow audit procedures

Not charitable, Include in
total income

Corpus add to total income,
anonymous taxed @ 30%

J

Only repayment will be
considered as application.

N

y,

Remove from application.




Donor gets Deduction

File Statement
[ 4 L J

The entity approved u/s 80G has to file
return of the donations received.

# The donor will get
deduction of the amount
donated to trust either
50% or 100%.

'S

Return

# Trust has to get
registration under
section 80G.

# Application for Deduction to Tax payer

Donor will get deduction of the

rERIEEHTRNT ISl I amount donated to entities.

Deduction

-
-~ -
B

Issue Certificate

The entity received donation has
to issue certificate to the donor.
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Desclaimer: All the details mentioned in the presentati
the author or speaker, kindly read and understand the p ns clearly before application or advice.

yased on the personal interpretations and understanding of




