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Taxable Supply

• Goods/ services supplied 

• to anyone

• for consideration 

• in course of business
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as defined under GST
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???
• Donor gives a grant

• Is this consideration?

• NGO does work in return

• Is this supply of goods or services?

• Is this taxable supply?
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Registration Required
• If aggregate turnover is:

• > Rs. 20 lakh in most states

• > Rs. 10 lakh in NE / hill states

• > Rs. 20 Lakh in all states in case of services

• If already registered for VAT / Service tax

• Using services under compulsory reverse charge
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2018-19

25,00,000

5,00,000

4,00,000

19,00,000

Exempt Supplies
Exports
Taxable Supply
Pure Grants

FD Interest

School Fees

Patient Fees

Training in Arts etc.

Charitable Activities

Aggregate Turnover
82 Exempt Services

GST Payable on
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Pure Grants?

• No services provided to donor / nominees
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Taxable Grants
• Benefit / service given to donor

• Beneficiaries are connected to donor

• Event named after sponsor

• Product / name / logo advertised

• Donor’s logo on free gifts

• Donor gets business advantage 
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Totally Exempt
• Educational services

• Clinical Health

• Veterinary clinic

• Public libraries

• Public conveniences

• Coaching / training for arts, culture, sports
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Totally Exempt

• “Charitable activities” 

• Import of services for “charitable activities”

• But what are “charitable activities”?
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Charitable Activities
means activities relating to —
(i) public health by way of. -

(A) Care of counselling of
(I) terminally ill persons or 
persons with severe physical or 
mental disability;

(II) persons afflicted with HIV or 
AIDS;

(III) persons addicted to a 
dependence-forming substance 
such as narcotics drugs or 
alcohol; or

(B) public awareness of preventive 
health, family planning or 
prevention of HIV infection;
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(ii) advancement of religion, spirituality 
or yoga;

(iii) advancement of educational 
programmes or skill development 
relating to, —

(A) abandoned, orphaned or 
homeless children;

(B) physically or mentally abused 
and traumatised persons;

(C) prisoners; or
(D) persons over the age of 65 
years residing in a rural area;

(iv) preservation of environment 
including watershed, forests and 
wildlife
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Training Events
• Nil rate:

• Services provided to Govt. if totally funded by 
Govt. 

• By NSDC/SSC approved training partner for 
national and vocational skill development 
course / NSDC scheme

• Skill or vocational training courses certified by 
NCVT under Deen Dayal Upadhyaya Grameen 
Kaushalya Yojana to GOI
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Taxable Supplies

• Property rented for non-residential purpose

• Sales, even at subsidised prices

• Fees received

• Contract work or services
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Income Tax
CUTS, Delhi. Sep-18
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Tax Exemption for 
NGOs
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File 10A again if main objects 
change during year

12A Registration
In line with Sec. 2(15); 
Business Receipts < 20%

Charitable Purpose

Use up 85% of receipts; 
Form 9A/10 for shortfall

85% Utilisation

Fair price transactions 
with key persons

Arm’s Length
In approved modes; no 
equity shares, etc.

Investments

With form 10B; Also 9A or 
10 by due date 

File ITR 7 online
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1. 12A 
Registration
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12AA Registration
• Essential for exemption

• File within one year; or, 

• If annual receipts > Rs. 2.5 lakh 

• Lapses if modification in main objects

• Apply online within 30 days for revalidation
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2. Charitable 
Purpose
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The Limit

• Rs. 25 lakh p.a. upto FY 14-15

• 20% of gross annual receipts from FY 15-16

• Applicable only to rainbow activities
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Basic Conditions

• Incidental to charitable purpose

• Separate Accounts

• Separate P&L Account

• 44AB Audit, if turnover >50L fees/100L Sales
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‘Business-like activity’
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Charitable 
Purpose

2(15)

12A 
Registration

80G 
Approval

Partial GST 
Exemption
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Charitable 
Purpose

2(15)

12A 
Registration

80G 
Approval

Partial GST 
Exemption

115TD
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Sec. 115TD
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Loss of Exemption

2 Merger
Merged with a non-
exempt organisation

3 Dissolution
Assets gifted to non-
exempt organisation

1 Default
Exemption conditions 
not met
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Tax on Net Assets

• Estimate current market value of assets

• Deduct outside liabilities

• Pay tax on net difference (accreted income)

• Tax at ~35%  

 30



Sep-18

3. 85% Utilisation
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Corpus Donations

• Not included in total income

• Must be proved by donor letter
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Computing Taxable Income

Expenditure as per I&E Account

Add: Purchase of Assets

Less: Depreciation charged in I&E

10,00,000

2,00,000

1,00,000

11,00,000Application of Income

Total Income during Year 20,00,000

Shortfall in required application (85%) 6,00,000
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Carry Forward
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Carry Forward
• Application online for carry-forward in e-Form 

9A

• For 5 year accumulation in e-Form 10 

• File online at https://
incometaxindiaefiling.gov.in

• Must be filed by due date for filing ITR 7 (30-
Sep)
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https://incometaxindiaefiling.gov.in/
https://incometaxindiaefiling.gov.in/
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Minimum Spending

Retain
15%

Spend
85%
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Carry Forward

Next Year
20%

Retain
15%

Spend
65%
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Form 9A

 38



Sep-18

Form 10 for Accumulation
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4. Key Person 
Transactions
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Key Persons
• Author or founder

• Person making contribution > 50,000

• If any of above is a HUF or its members

• Trustee / manager

• Relative as per Sec. 13

• Person having substantial interest (20%)
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Meaning
• Income / property lent without security or int.

• Permitting use of FA without compensation

• Unreasonable salary or allowances

• Services provided without charge

• Diversion of income
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Outside India
• Application within India only

• Activities/ events / payments outside India

• Prior CBDT permission needed

• If permission not taken, 

• Pay tax on income spent outside India

• Expenditure disallowed
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5. Specified 
Investments
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Investment Grid 
(illustrative)

Investment Income Tax FCRA BPT Act 

Equity Shares Not permitted Not permitted Not permitted

Growth Mutual 
Funds Permitted Not permitted Named Funds 

only

Gilt-edged Permitted Permitted Public 
Securities only

Bank Fixed 
Deposits Permitted Permitted Permitted
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6. Filing ITR 7 Online
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Due Dates
Due Date Delayed Filing 

up to Penalty (Rs.)

ITR 7 30-Sep 31-Mar 100 / day delay

Form 10B 30-Sep 31-Mar -

Form 9A 30-Sep Not Allowed -

Form 10 30-Sep Not Allowed -
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PAN for All
• PAN must for… 

• Trustees

• office bearers

• CEO

• Principal Officer

• Directors

• Effective 1-Apr-18

• Sec. 139A
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Basis of Accounting / 
Reporting

• Mercantile or Cash?

• Advisable to use cash basis for computation of 
Income

• All information in Receipts & Payments 
Account

• Mercantile or cash - only for business income
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Accounting Basis for 
Business Income
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Donations and Grants

• Must report under Schedule VC only

• No deduction for utilisation if reported under 
‘Income from Other Sources’
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Voluntary Contributions
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Income from Other 
Sources
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Cash Payments

• 100% of payment disallowed

• If payment made in cash exceeding >10,000

• Effective 1-Apr-18

• Sec. 40A(3) / (3A), read with sec. 11, sec. 10(23C)
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80G Deduction
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Approval

• File form 80G

• Approval valid for lifetime if granted

• Useful if raising funds from public or companies
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Deduction
• Tax paying donor:

• Deduct 50% of amount donated

• From Income

• Donation > 10% of income not considered

• Effective benefit: 2.5-15%
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Cash Donations

• Restricted to Rs.2,000 each

• Deduction not allowed to donor 

• u/s 80G

• u/s 80GGA
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Anonymous Donations

• Restricted u/s 115BBC

• 5% of donations or Rs. 1 lakh, whichever is 
higher

• Tax @ 30% on excess
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TDS 
(Withholding Tax)
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Deduct Tax

Deposit Tax

Report Tax

Issue Certificate

TDS Cycle
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TAN

• Tax Deduction Account Number (TAN)

• Form 49B

• Apply when deducting Tax
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http://
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Deduct Tax on

 63

Payment Sec. Limit Rate

Salary 192 Basic tax exemption limit Total tax / 12 months

Contractors 194C 30,000 per contract
100,000 p.a.

Ind. / HUF: 1%
Others: 2%

Rent 194I 180,000 p.a. Plant / Machines: 2%
Others: 10%

Prof. Fees 194J 30,000 p.a. 10%

Other sums 195 No threshold Variable
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TDS on Salary
• Deduct if estimated total annual income > Rs.2.50 

lakh

• No TDS on non-taxable allowances like conveyance 
allowance, rent allowance, medical allowance 

• No TDS on deductible investments under sections 
like 80C, 80CC, 80D, 80DD, 80DDB, 80E, 80GG and 
80U

• Ignore claim for donations u/s 80G / 80GGA
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Timing for Deduction

• Salary

• When paid

• Other payments

• When credited to ledger account
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Interest & Penalty

• 1% interest per month for late deduction

• 1.5% interest per month for late deposit

• Penalty = TDS not deducted
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Deposit

• Deposit tax by 7th of next month

• 30th April for March deductions (incl. 
provisions)

• File TDS return each quarter

• Automatic penalty for non-compliance
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Returns
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TDS on Return in Frequency Due

Salary 24Q Quarterly One month from EOQ

Others 26Q Quarterly One month from EOQ

Non-residents 27Q Quarterly One month from EOQ

Returns for March Quarter - file by 31-May
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TDS Certificates
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TDS on Certificate in Frequency Due

Salary Form 16 Annual 15-June

Others Form 16A Quarterly Within 15 days of filing 
return

Form 16A for March Quarter - issue by 15-Jun
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30% Disallowance
• 30% of payment disallowed

• If no tax deducted where required

• If lower tax deducted

• Effective 1-Apr-18

• Sec. 40(a)(ia), read with sec. 11, sec. 10(23C)
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Acknowledgement
www.AccountAid.net for 
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http://www.AccountAid.net
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Doubts?
Write to us at 

query@developaid.org
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DevelopAid Foundation is a sec. 8 not-for-profit company, with a mission of enhancing public 
trust, accountability, financial literacy, governance, and understanding of relevant laws and 
regulations among philanthropic organizations and social enterprises in India. 

Regd. Office: 57-B, Pocket C, Siddhartha Extension, New Delhi - 110014; Ph.: +91-11-26345941 
CIN: U74999DL2016NPL309078 

mailto:query@developaid.org

