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Preface 
 
 

“I slept and dreamt that life was joy, I awoke and saw that life was service, I 
acted and behold, service was joy “ 

Rabindranath Tagore 
 
 

I, Ankita Mitra, student of Delhi School of Economics have been looking for 

avenues to use my knowledge of economics for the benefit of the society. 

Rakshak Foundation being a policy research organization has provided me a 

perfect platform.  

 

The basic objective of Rakshak is to help strengthen the foundations of our 

society and bolster the confidence of a common man in the system by creating 

awareness about the issues affecting him/her. 

 

Economists are often ridiculed for their assumptions about reality; well in 

that case researching about a grassroot reality has been a tough challenge for 

me. 

 

Had it not for Rakshak Foundation, I would never have known the unbounded 

enthusiasm and energy among fellow students to bring a positive change in 

the society. 

 

The power to choose, to respond and to change comes only from being aware 

of happenings around us. 

 

Embarking on this journey of being an aware citizen with Rakshak 

Foundation, I hope my paper contributes in any small subtle way towards the 

larger cause of common good and citizen welfare. 
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Executive Summary 
 

 
Sonia Gandhi stated the ‘assumed benefits of strong economic growth loses its 
larger social purpose if it does not benefit the less fortunate. ’ 
 
According to a study 40% of India’s population of 1.2 billion is living below 
poverty. Focusing on a broad set of indicators the study has shown 
Government at the Central and State levels have not been able to provide the 
most rudimentary facilities to millions of Indians. 
 
As stated by the report, 31% of Indians do not have access to improved 
sanitation. Also 61 million children in India are stunted, more than 1.5 million 
children suffer from malnutrition and 43% children under the age of 5 are 
undernourished. India has a large informal sector, there is high mortality late, 
insufficient access to electricity, lack of access to education, corruption, 
communal violence, environmental degradation 
 
On the other hand, the number of US dollar billionaires on the Forbes list 
increased to 49 in 2010.  
 
Such contrasting picture of India only suggests probably policies of the 
Government of India are not stressing on equity or on inclusive growth. 
 
Here comes the role of non-government organizations, the only source of 
hope and relief for all those people who have not been able to catch up with 
the process of development. 
 
In the past 2 decades, India has witnessed an exponential growth of the 
voluntary sector. As estimated in 2008, India is said to have 3.3 million NGOs 
or 1 NGO for every 400 people. 
 
Such facts usually come to us as a respite initially. We seem to think, well the 
needs and grievance of the unfortunate must then be taken care of. 
But the immediate question that strikes our mind is ‘Why does 33% of the 
world’s poor live in India then?’ 
 
Sadly as we dig deeper we realize the sector which has always taught us to be 
on the path of righteousness is now itself adopting a path of misdeeds and 
wrongdoings. 
 
It is true the voluntary sector has blossomed more than any other sector but 
there are reasons behind this unfettered growth. The increase of number of 
unregistered organizations, the ability to manage grants from the 
Government by paying bribes, registering as nonprofit but engaged in 
propagation of religious activities and money laundering are only some of the 
reasons. 
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It is not that the Government is to be blamed for this; an equal partner in 
crime is the voluntary sector. 
 
Corruption persists at all levels of the Government, no one can deny that. But 
a more important fact is simply the incapacity of the Government to manage 
and monitor the voluminous voluntary sector. Insufficiency of staff poses a 
serious issue. 
 
The voluntary sector is involved in many fraudulent activities. The Prime 
Minister of India himself expressed concern about the fact many NGOs in 
India are using foreign money to finance terror in the country. 
 
Such happenings have caused the Central Government to come down heavily 
on the voluntary sector in a sheer attempt of taming and regulating it. 
 
Mass cancellation of FCRA (Foreign Contribution Regulation Act) 
registrations, strict provisions in FCRA 2010 have caused the voluntary sector 
to panic. It fears of being controlled rather than regulated.  
 
But the voluntary sector cannot just choose to blame the external 
environment for its ill-functioning. True, such regulations pose as external 
threats to the voluntary sector, but it is crippled by internal challenges too. 
Lack of unifying theme among the various members of the sector, indifference 
to partners in development, lack of professionalism, deficiency of skill, donor 
dependence, lack of public participation, lack of good governance and above 
all lack of transparency and accountability.  
 
Amidst all these tarnishes and blemishes, somewhere the genuine NGOs 
involved in true developmental work have got lost. Given the fact ‘rich’ non 
profits like private hospitals, schools, sports clubs are all registered under the 
same act as the NGOs, i.e. the Societies’ Registration Act, 1860, such 
organizations have stolen the lime light from the true nonprofits for all the 
wrong reasons. 
The need of the hour is to recognize these NGOs, restore their identity and 
above all value their contributions to the society. Such NGOs should get back 
their well deserved place in the society back. 
 
In all the glamour and glitter of the world, we cannot afford to ignore the 
organizations which have worked day in and day out for the people struggling 
to see the light of the day. 
 
The Key Findings include: 
 

 Corruption at varying levels of the Government with regard to grants. 
Paying 20% of grant money to government officials usually fetches an 
organization the granted it requested for. 

 Inherent weakness of the monitoring system of the Government has 
caused voluntary organizations to cheat and launder money. 
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 Government has reacted heavily on recent cases of money laundering 
and terror financing with strict regulations and mass cancelation of 
foreign contribution registrations. 

 
 

 External environment not only poses challenges for voluntary 
organizations to function but they are crippled by internal deficiencies 
too. 

 The worst sufferers in all this mess are the grassroot organizations 
which lack information and resources essential to thrive today. 

 The Government has tried to promote engagement with the voluntary 
sector viz. the National Policy of the Voluntary sector, 2007 but it has 
not materialized. 

 
The Key Recommendations are: 
 

1. Target: To reduce corruption in the Government with regard to 
sanctioning of grants. 
Recommendation: What can be recommended is a PPP (Public 
Private Partnership) between the government, the private sector and 
the voluntary sector. 
This agency should also consider for profit training centers for social 
entrepreneurs to attract the private players. 

 
       2. Target: To reduce corruption in the Government with regard to lack                                                                                                
        of transparency in action 

Recommendation: The Central Agency should have a website on its 
own which would contain names of all organizations applying for 
grants and also the ones receiving it.  
 
3. Target: To strengthen the monitoring system of the                          
Government through decentralization 
Recommendation: Provisions for follow up of the projects would 
have to be looked after by district level bodies.  
 
4. Target: To address the need of capacity building by NGOs. 
Recommendation: A key NGO working in each recognized sector in 
every state should be identified. Such NGOs should help all the NGOs 
working in any district in its state in building knowledge and capacity.  

 
5. Target: To elicit better performance from NGOs  
Recommendation: One possible step is also to enforce collaborations 

of several small NGOs working in the same sector and allow it to 
separate only if it does good work. 
 
6. Target: To address the issue of compulsory accreditation of NGOs     

Recommendation: To set up a national accreditation council and also 
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give recognition to existing accreditation organizations like Credibility 
Alliance or Give India. 
 
7. Target: To keep a track of the number of NGOs existing in the 
country 
Recommendation: To develop an online database of NGOs. 
  
8. Target: To have a centralized data management system with the 
Income Tax Authority and the Home Ministry 
Recommendation: The online system should identify at once the 
defaulters and penalize accordingly. 
 
9. Target: To address the issue of information dissemination to the 
grass root NGOs. 
Recommendation: To disseminate information through the district 
level bodies regarding the changes in laws, new bills passed and also 
deadlines of submission of records.  
 
10. Target: To address the issue of bringing back the identity of the 
sector. 
Recommendation: To organize small scale gatherings where 
organizations could speak of their contributions to the society in the 
past 6 months. 
 
11. Target: To address the concerns of grassroot organizations 
Recommendation: To organize small scale seminars for discussion of 
major concerns of the local organizations. 
 
12. Target: To address the issue of rich sports clubs and private 
hospitals and colleges being registered under Societies’ Registration 
Act, 1860. 
 
Recommendation: In order to give recognition to the NGOs engaged 
in developmental work, it is very essential to have a separate 
registration for these so called non profits because they tarnish the 
image of the voluntary sector in India. 
 
 
13. Target: To inculcate a spirit of social entrepreneurship in the 
youth of tomorrow 
 
Recommendation: A text on the various contributions of the 
voluntary sector in India could be introduced in the syllabus in schools.  
 

If such recommendations could be implemented it is believed the voluntary 
sector if not perfected could at least be shown some direction for progress. 
 



Copyright © 2013 Rakshak Foundation. All Rights Reserved.                               P a g e  | 11 
  

It is high time the voluntary sector gathers itself up and stands up for its 
causes, for its principles, not for anyone else but for those villagers in the 
remotest of places whose cries for help come floating in the air. 
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1. Introduction 

 
 
1.1 The Scenario today in India 

 
We have around 3.3 million NGOs today as estimated in 2008 by Ministry of 

Statistics and Programme Implementation which amounts to 1 NGO per 400 

people, much more than the number of primary schools or NGOs in the 

country. The study only considered NGOs registered under Societies’ 

Registration Act, 1860, Bombay Public Trust Act and Indian Companies Act, 

1956. Organizations are also registered under various other Acts like Public 

Trust Act, Religious Endowment Act and so on. 

 

Below we have a figure of distribution of NGOs by location in India 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure  1:  Distribution of Societies by Location 

Source: Status of the Voluntary Sector in India by VANI 
 

The figure above shows more number of NGOs are located in the rural areas 

(18.63 lakhs) than urban areas (13.10 lakhs) 
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A rough estimation of the total number of NGOs operating in some of the 

states is given below. Meghalaya has the highest percentage of NGOs located 

in the rural sector. 

Table 1: Estimated Number of Non-Profit Organizations 

Source: Status of the Voluntary Sector in India by VANI 
 
There is also a pertinent problem of unregistered organization in India. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Percentage of Unregistered Organizations of Total number of 
Organisations 
Source: Status of the Voluntary Sector in India by VANI 
 
According to a study by Voluntary Action Network in India, 49.6 % NGOs in 
the sector are not formally recognized. The number of unregistered 
organisation also varies from state to state, as shown in the above figure. 
 
India has witnessed an exponential growth in the voluntary sector in the last 
20 years.  
In the following figure we find the maximum amount of growth in the 
voluntary sector has occurred in the past 2 decades. 

 
 
 
Figure 3: Distribution of societies 
registered in different periods of time 
with the number organisations 
registered in the past decade being 
11.35 lakhs. 
Source: Status of the Voluntary Sector 
in India by VANI 
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1.2 Main Problems, their scope and impact on the society 
 
The sudden mushrooming of NGOs or the boom of the third sector cannot be 

overlooked. 
 
When we have one NGO for every 400 Indian, India should be doing pretty 

well. The needs and grievances of pretty much every Indian should be address 

but it is not so. There are sections of the population who are still screaming 

for help but alas there is no NGO to hear their scream. 

 

Before going into the main problems it would be wise to go through the main 

sources of income for a non government organization. 

 

 
 

Figure 4: Sources of income for an NGO 

Source: Overview of laws governing voluntary organizations in India, Center 

of Advancement of philanthropy 

 

 

 

 

 

 

 

 

 Individuals 

Companies 
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Government 

Foreign Agencies 
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Internet 

If the company leases 
out property like 

office space,hall,etc 

Interest on short 
term/longterm 

investments 

 

 

Products usually 
prepared by 
beneficiaries 
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Figure 5: Types of donations 

Source: Overview of laws governing voluntary organizations in India, Center 

of Advancement of philanthropy 

 

 The unprecedented growth of NGOs is often attributed to the 

uncontrolled funding it receives-domestic and International. 

 

 

 

Figure 6: Distribution of income for an NGO 

Source: Status of the Voluntary Sector in India by VANI 
 

Donations/Grants 

Corpus:It is a capital 
receipt.It is invested in 
long tem deposit and 
only the interest used 

General:For activities 
of the 

organisation,including 
establishment 

expenses,programming 
etc 

Ear-marked:For specific 
programmes/projects 

only 
Matching:Donor agrees 

to give 50% of the 
amount required for a 
programme provided 

the organisation raises 
the balance 

Returnable:It is a 
return for 2-3 years to 
be returned back once 

the programme 
becomes self sustaining 
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According to the report of Asian Centre for human rights Central 
Ministries/Departments, the Government of India released                    
Rs. 4756, 71, 26,395 as grants to voluntary organizations/Non-
Governmental Organizations during the fiscal years (FYs) 2002-2003  
 
 
to 2008-2009 while the State Governments and Union Territories 
released Rs. 1,897,64,61,289 during the same period. This implies that 
a total of Rs. 66 54,35,87,684 are released to NGOs/VOs during FYs 
2002-2003 to 2008-2009 or an average of Rs. 950,62,26,812 every 
year.

 

 
1,897,64,61,
289 

b/w 2002-9 b/w 2002-09 
Figure 7: Domestic Funding to NGOs released during the fiscal years              
2002-2009 
Source:”India’s funds to NGOs squandered,” Chakma Suhas, Asian Centre for 

human rights. 

 

 Also the amount of foreign contributions received in the past 5 years 

has been mostly around 10000 crores. 
 

Top recipient states were Karnataka, Tamil Nadu, Maharashtra and not 

poor states like Bihar or UP. 

 

The interesting information is regarding the purpose of the donations. 

Establishment Expenses (Rs 1337.15 crores) tops the list followed by 

Rural Development (Rs 863 crores ) and Welfare of Children(Rs 745 

crores). 

Total funding: 
66543587684 

Central: 

47567126395 

State: 

18976461289 
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Figure 8: It shows purpose of donation in a hierarchical order 

Source: Annual report Foreign Contribution Regulation Act, 2010-11 

 
 

YEAR 
 

Number of registered 
 

Number  of  reporting 
 

Amount    of foreign 
  

     
 

   Organisations  Organisation  contributions Rs.   in  
 

       Crore   
 

          
 

 2006  33937  18990  11007.43   
 

          
 

2007 34803 18796 9663.46   
 

      
 

 2008  36414  20088  10802.67   
 

          
 

2009 38436 21508 10337.59   
 

      
 

 2010  40575  22735  10334.12   
 

          
 

 
Table 2: The table above shows the amount of foreign contribution received in 
the last 5 years. 
 
Source: Ministry of Home Affairs, Foreigners’ Division 
 
 

Also with regard to the domestic funding as reported by the Asian Centre 
for Human Rights selection of grantees is often determined not on ability 
or technical expertise but rather on the applicant’s ability to pay a bribe. 
The NGOs interviewed by the ACHR alleged that to have their application 
approved required bribes amounting to 15% to 30% of the grant. 

Purpose of 
donation 

Establishment 
Expenses 

1337.15 crores 

Rural 
development 

863 crores 

Welfare of 
Children 

745 crores 
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Below are some more quotations from the ACHR report which speak for 
themselves: 

 
It was also reported that around “4,000 files related to unaccounted funds 
granted to voluntary organizations were feared missing from the CAPART 
and the CAPART reportedly had specific details about just 301 missing 

files.”1 
 

Also, “out of 511 blacklisted NGOs 10 were referred to the Central Bureau of 
Investigation (CBI) for investigation while the First Information Reports 

(FIRs) were lodged against only 101 NGOs.”2 

 
“The Government Ministries/Departments often fail to comply with their own 
due diligence requirements. The Comptroller and Auditor General (CAG) in its 
13th Report of the Public Accounts Committee 2004-2005 with respect to the 
Council for Advancement of People`s Action and Rural Technology (CAPART) 
found that prefunding appraisal testing was not conducted in 49 out of 50 cases 
under the Central Rural Sanitation Programme (CRSP) Scheme. Even in the 
Accelerated Rural Water Supply Programme (ARWSP) Scheme in 110 cases, no 
evaluation was done at any stage in 22 cases and post evaluation was done in 5 
cases only. In 22 cases, no progress reports were received at all while in 51 
cases there was no follow up.”3  

  
“The Ministry of Environment and Forests is a classic case of corruption related 
to grants made to NGOs. The CAG in its report tabled in the Parliament on 26 

November 2010 indicated the presence of an organised scam in the giving of 
grants by the Ministry of Environment and Forests to NGOs and stated that no 
accounts had been maintained by the Ministry for more than 20 years against 

grants worth Rs 597 crores released to NGOs and expenditures incurred 

thereon.”4 
 

“With respect to the grants-in-aid to NGOs under the National Rural Health 
Mission (NRHM) of the Ministry of Health and Family Welfare, the CAG 
observed that there is absence of any defined accountability structure and 
monitoring mechanism with regards to grants released to NGOs and the 
funds were released without signing Memorandum of Understandings by the 

State Health Societies.”5 

 

 

 

 
 

1. “Where’s the cash? “ The Hindustan Times, 31 May 2007  
2. Replies of the Ministry of Rural Development, Government of India to “Irregularities by CAPART aided agencies”   
3. Thirteenth Report of the Public Accounts Committee (2004-2005).   
4. Hindustan Times   
5. Chapter 4, Report No. 8 of 2009-10, CAG  
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As is evident from the above quotes not only is there corruption at the 

Government level but the Government is simply unable to manage the 

sector given the severe manpower constraint of the Government and the 

ever blooming voluntary sector. 

 

 Another problem with the system is the century old registration Act, 

namely Societies’ Registration Act, 1860. This Act has remained 

unamended for a century and by no way suits the present context.   

In India, all non profits like private educational institutes, hospitals, rich 

sports clubs all require to register under the same law. In reality these 

institutes are actually giant profit making bodies. Certain Government 

organizations are also registered as non government organizations. All 

these facts lead to a sort of identity crisis for the sector. 

When people from such organizations like hospitals, clubs make a 

presence in the media, the image of the voluntary sector somewhat gets 

tarnished.  

In all the glitter and glamour, people have come to believe probably most 

NGOs are engaged in profit making and money laundering. Grassroot 

NGOs engaged in genuine work somewhere get lost in all this mess. 

Hence it is currently very important to segregate the profit making bodies 

registered under non profits from the genuine NGOs and create a separate 

identity for the NGOs engaged in phenomenal work in the remotest 

corners of the country. 

 

 While it is important to recognize the genuine NGOs, it is equally 

important to punish and penalize the organizations which are engaged in 

money laundering, organizations which do not file their audited returns. 

There are NGOs involved in propagation of religious activities, using 

foreign money to finance domestic terror and so on. 

Hence a major problem which seems to be pertinent from the above 

discussions is identification of NGOs. Donors are cautious while lending 

money lest their money is diverted into financing wrong activities. 

 

Such state of affairs has also led the Ministries to come down heavily with 

strict regulations like FCRA, 2010 and FCR Rules, 2011. Such strict laws 

have made NGOs complain of lack of space to breathe causing them to 

blame the actions of Central Government as more of an attempt to control 

the voluntary sector than regulate it. 

 

 Apart from these there are a lot of internal challenges which the voluntary 

sector is going through. To name a few there is a lack of professionalism 

in the sector, increase of competitiveness, lack of funds, lack of 

networking, indifferent attitudes to  partners in development, skill 
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deficiency, lack of leadership and above all lack of  that level of motivation 

which should be the bloodline of all non profits. 

 

 Finally the worst sufferers are the grassroot organizations. These NGOs 

working in the remotest of all places do not have internet connection and 

are totally unaware of the changes in laws, deadlines of report 

submissions and so on. Networking is required among such organizations 

so that they could stand on their own. These organizations find 

themselves heavily constrained by the paucity of resources.  

 

To sum up there are problems at the macro level as well as the micro level. But 

rather than focusing at the macro level it is very essential to focus at the micro 

since no foundation can be strong until one focuses at the roots. The primary task 

that lies before us is to strengthen the voluntary sector. Nothing can be more 

shameful than the fact that someone who teaches the entire world about justice 

and humanity is himself lacking in these virtues. The scattered pieces of the 

sector should accumulate to rise up as one whole piece against the Government, 

against Government corruption and against unjust regulation. 

 
 

1.3 Goals and Objectives                 
 
This project is guided by the above elements. The context just described has 

inspired the following objectives: 
  

1. To study the steps by the Government and the NGOs to address the 

problem just described.   
2.  To study the laws affecting the voluntary sector, the clauses in it which 

pose problems for the sector. 

3. To understand the perspective of the Government behind framing such 

stringent laws. 

4. To bring about solutions to tackle corruption of the Government.  

5. To suggest ways to the voluntary sector to enable them to overcome 

various external and internal challenges. 

6. To study an ideal accountability framework.  
7. To research and suggest ways and means to bring about greater 

transparency and accountability in the voluntary sector and discuss ways 

to make them more efficient and professional. 
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2. Methodology 
2.1   Literature Search 

 
Lewis David in his paper “Non Government Organisations: Definition and 
History describes the global setting in which the voluntary sector gained 
prominence, the definition of NGOs ,the nomenclature of NGOs and the roles of 
an NGO. The paper by Society for Participatory Research in Asia: “Voluntary 
development Organisation in India“ evaluates the working of the NGO sector 
closely in India, critically analyses their roles, their contributions, the relation 
of NGO with the Government and international NGOs. 
  
Chakma Suhas, Asian Centre for human rights:”India’s funds to NGOs 
squandered” in his paper makes a fantastic attempt to expose Government 
corruptions by matching replies through RTIs and annual reports put up on 
the website of the Ministries.. It analyses the CAG report, provides estimates of 
funds given out from each ministry and it also makes invaluable 
recommendations. 
    
Non government Organization and Civil Society Centre:”Overview of civil 
society organisations in India” provides a brief overview of history of NGO 
activity in India, the scenario today ,the existing legislature and Government 
NGO relations in India.  
Institute of Chartered Accountant of India:”Guidance on audit of Public 
charitable Institutions under Income Tax, 1961 explains all amendments in 
relation to the audit pertaining to the civil society. 
 

Standards and Norms: An initiative of FMSF and VANI: Analysis of Foreign 
Contribution Regulation Act, Act 2010 and Rules 2011” evaluates critically the 
amendments of FCRA Act,2010 &2011.  
Voluntary Action Cell, Planning Commission, Government of India, 2007: 
National Policy on the voluntary sector gives all the initiatives the Planning 
Commission is pondering over to take up and implement in future. 
  
Singh, Pushpa Aman: “NGO accountability in the Indian Context” gives a brief 
overview of the initiatives taken by the Government and by the voluntary 
sector to address the issue of accountability of NGOs.  
Marijana Trivunovic:”Countering NGO Corruption: Rethinking the                        
conventional Approaches, “discusses the ways the international donor 
agencies try to detect fraudulent behaviour by the NGOs. It studies the 
effectiveness and impact of such policies. 
  
Pratibha Sharma:’ Performance Measurement of NGOs,’ Bond Effectiveness 
Programme, Core Principles for assessing effectiveness: A NGO approach to 
evidencing change, focuses on the programme that supports the UK NGOs 
working in international development to strengthen rigour and consistency, 
with which they learn and report their contribution to social development. 
Jane Nelson:’ Operation of Non Government Organizations’ in a world of 
corporate and other sources of conduct, also focuses on the  evolving issue of 
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NGO accountability.  
Rajesh Tandon:’ Governance and Accountability of NGOs, ’this elaborates the 
different forms of NGO governance which exist in South Asia, examines the 
linkages between them and NGO accountability, and raises a number of 
questions in relation to the need to strengthen NGO governance from the 
perspective of performance and accountability. 
 
Carol Ann Tilt, “NGOs: Issues of Accountability,” outlines the need for 
different conceptualization of accountability of NGOs. 
State of Civil Society 2013: Creating an enabling environment by CIVICUS 
deals with ways the civil society is fighting for its rights and rising up to 
challenge the Government for unjust regulations. 
 
Participatory Research in Asia produced a report on ‘Defining the sector in 
India: Voluntary, Civil or nonprofit ‘points out inclusion and exclusion 
errors in each definition describing the voluntary sector. 
Analysis of Direct Tax Code in NPOs by VANI & FMSF points out all the 
clauses and their implications on the nonprofit sector and suggests relevant 
recommendations. 
Analysis and Recommendations of MSSR Bill, 2012 by VANI critically 
evaluates the bill and suggests changes. 
 
An initiative of Commonwealth Foundations and One world trust,’ Civil 
Society Accountability: Principles and Practice’ gives simple guidelines and 
innovative approaches to impact evaluation. 
Center for Advancement of Philanthropy in India produced a paper on,          
’Overview of laws governing Voluntary sector in India.’ It explains all 
relevant legislations concisely. 
 
Model Policies for internal good governance by VANI and Childfund India 
explains the importance of good governance and easy ways to achieve it. 
‘Networking in the Indian Voluntary sector,’ by Anil K Singh stresses on the 
importance of such practices. 
 
‘Guidelines for good policy and practice,’ by Commonwealth Foundation 
lists fundamental principles a Non Government Organisation is ought to 
possess.  
A report on ‘Philanthropy today’ by VANI deals with the issues, 
perspectives and challenges. 
‘Review of legal and fiscal regulatory mechanism of the voluntary sector’ by 
VANI compares the legal system of India with the rest of the world. 
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 2.2 Field Visit  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
Table 3: Meetings and Interviews 
 
The field visits mentioned gave me a real world perspective of the problem 
hand. Interacting with NGOs acquainted me with the day to day crisis the 
sector is coping with. 
 
 
 
 

Date Name Designation  Institution Topic of Discussion 

3.7.13 Itishree 

Sahoo 

Program 

Officer 

Action Aid About the growing 

complexities in the 

voluntary sector 

4.7.13 Ma’am  

Jyotsna 

Researcher  VANI  Lack of unprofessionalism 

in the sector 

5.7.13 

& 

6.7.13 

Ma’am 

Selvi 

Executive 

Director 

Credibility 

Alliance 

Need for setting 

benchmarks in 

governance 

8.7.13   Help Age 

India 

Discussion on Multi 

Society Registration Act 

and Direct Tax Code. 

9.7.13 

& 

10.7.13 

Ma’am 

Pallavi 

 Pratham 

Educational 

Institute 

Internal challenges of 

voluntary sector 

12.7.13   Butterflies Ways to strengthen 

good governance  
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2.3 Interactions with Mentor 
 
Discussions with mentor introduced me to the crisis in the voluntary sector in 
India, whose importance is often underemphasized in today’s society. 
 
I got to know about FCRA, 80G status. I got myself acquainted with various 
malpractices in the name of an NGO, the dilemma in the minds of donors to 
choose the right NGO. 
 
I collected data on 100 NGOs regarding their profile, work, activities and grants 
received during the latest financial year. Only the NGOs accredited by 
Credibility Alliance or Give India were chosen for study. 
 
I learnt the ways to file interactive RTIs, the most powerful tool in a 
democracy. 
 
The following RTIs were filed: 
 
1.  a. Name of the Non-Profit Organizations (in India receiving funds), either 

registered under societies act or registered as trust who received Foreign 
Contribution 
 b. Total Funds Received (in that financial year). If the funds are received 
from multiple foreign organizations, please make separate entry 
 c. Name of the funding organization [Foreign entity funding the Indian 
organization 
d. Country the funding organization belongs to. 
 

2.  a. How many Applications of FCRA prior Approval were filed each year 

[Last 7 years].                                                                                                                                     

b.How many of them were approved, how many of them were denied?                  

c.What was the time taken to make a decision?                                                             

d. What was the total amount requested in each prior approval request? 

3.  a. How many applications for grant of registration to accept foreign 

contributions (not prior approval) were filed in the last 7 years?                                                                                                                                                                                               

b. How many of them were approved, how many of them were denied?                                                                                       

c. What was the time taken to make a decision?                                                                                                                                 

d. What was the total amount requested in each request of grant of 

registration to accept foreign contributions (not prior approval)? 

4.  How many (number) NGOs/trusts currently (2012-2013) operating in 

India (registered under societies act or registered as trust), currently?  

5.  How many organizations (Total Number in India) were granted NGO status 

/ Trust or 80G status in the last 7 years? 
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6. How many NGOs were removed from their NGO status in the last 7 years? 

How many of them were blacklisted? How many removed from their 80G 

status? Also provide the names of these organizations. 

7.  FCRA certification statuses of how many NGOs in India (either registered 

under societies act or registered as trust who received Foreign 

Contribution) were cancelled in last 7 years, year wise and state wise. Also 

provide the names of the organizations whose FCRA statuses were 

cancelled. 

 

Interactions with my mentor not only helped me acquire the direction of 

progress but also through the RTIs and my report taught me the 

importance of formatting and presentation. 
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3. Current NGO and Government Efforts 
 

 
We first discuss the legislature involved in the registration of a charitable trust or 
organization: 
 
In India, charitable organizations can be classified as charitable trusts, societies, 
and section 25 companies. Whether registered as a society or trust, or section 25 
companies, NGOs are subject to the Societies Registration Act 1860 and the 
Income tax Act of 1961.Trust also have to be registered with the Public Trust Act 
and are, in addition to federal regulations, governed by the State Office of the 
Charity Commissioner.  
Organizations willing to receive foreign contributions have to register themselves 
with the Ministry of Home Affairs, Foreigner’s division. 
 
3.1  Societies Registration Act 1860: 
 
As per Section 20 of the Societies Registration Act, 1860 the following societies 
may be registered under the said Act, 
 
“Charitable societies, the military orphan funds or societies established at the 
several presidencies of India, societies established for the promotion of  
science, literature, or the fine arts for instruction, the diffusion of useful 
knowledge, the diffusion of political education, the foundation or maintenance of 
libraries or reading rooms for general use among the members or open to the 
public, or public museums and galleries of paintings and other works of art, 
collections of natural history, mechanical and philosophical inventions, 
instruments, or designs” 
 
According to the Act in order to register as a Society it is important to adhere to 
the Memorandum of Association which shall contain the following details e.g.:- 
• The name of the society;  
• The objects of the society;  
• The names, addresses, and occupations of the governors, council, directors,   
committee, or other governing body to whom by the rules of the society, the 
management of its affairs is entrusted.  
With regard to audit, the Act says the accounts of the society shall be audited at least 
once a year by an auditor appointed by the Governing Body.
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3.2 Public Trust Act 

 
The Indian Trusts Act 1882(which governs private trusts) defines trusts as   
 
”an obligation annexed to the ownership of property, and arising out of a 
confidence reposed in and accepted by the owner, or declared and accepted 
by him for the benefit of another” 
 
There is no central Act for setting up of charitable trusts. States like Madhya 
Pradesh and Rajasthan have it while West Bengal and Gujarat do not have it. 
The functioning of a trustee is regulated by the State/or the beneficiaries of 
such a trust. 
 
The creation of religious charitable trusts is governed by the personal laws of 
the religion. The administration of these religious trusts can either be left to 
the trustees as per the dictates of the religious names or it can be regulated 
to a greater or lesser degree by statute such as the Bombay Public Trusts Act, 
1950. 
 
 
3.3 Section 25 Company:  
 
Section 25 companies are defined by the following 3 sets of criteria:  
Its objective should be to promote commerce, art, science, religion, charity or 
any other useful object. It should intend to apply its profits or other incomes 
only in promoting its objects. It must also not pay dividends to its 
stakeholders.   
Central Government should have granted them a license recognizing them as 
a Section 25 Company.  
 
Section 25 companies are exempt from paying income tax on their ‘profits’. 
Also Ltd, or Pvt Ltd cannot be suffixed to the name of the company. 
 
It is relatively simple to register as a trust which requires just two trustees 
and the trust deed can easily be registered with the sub registrar’s office. 
Trusts also offer autonomy in management and administration where one 
individual trustee could remain a trustee for life unlike the case of a society 
or a company where a general body has to be elected periodically. 
 
Below is a comparative study of registering as a society, trust or a section 25 
company. 
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Tg 

Table 4: Comparison between 

Society, Trust and Section 25 

Company. 
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3.4 Tax Exemptions in India6 
 

 
 
 

 Section 80G: In order to qualify for 80G exemption, the organization 
should be eligible for exemption u/s 11 and 12 or other sections of 
the Income Tax Act and should not be for the benefit of any 
particular religious community or caste. It allows charitable 
voluntary organizations to register with the income tax authority. 
This allows donors to claim tax relief on 50% of the amount donated, 
up to 10% of the donor’s income. If such amount is more than 10 per 
cent of the gross total income, the excess will have to be ignored.  

 
Donations in kind are not eligible for deduction u/s 80 G. It  is to be 
noted places of worship like temples, mosques, churches notified by 
the Central Government to be of historic, archaeological or artistic 
impo-rtance may also apply for tax exemption u/s 80G(2) of the 
Income Tax Act. 

  
It may be noted that w.e.f. 1st April, 2012 (Assessment year 2013-
14) an NGO cannot receive donation of any sum exceeding ten 
thousand rupees in cash for the purposes of section 80G of the 
Income Tax, 1961.  

 
 Section 35 AC: It came into effect from April 1, 1992.It allows       

contributions for research projects which the organizations must be 
implementing themselves to be 100% tax deductible. For this 
approval   must be sought with the National Committee for promotion 
of Social and   Economic Welfare. 
 The projects may include: 

 construction and maintenance of drinking water projects in rural 
areas and in urban slums, including installation of pump-sets, 
digging of wells, tube wells and laying of pipes for supply of 
drinking water; 

 construction of dwelling units for the economically weaker 
sections; 
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 construction of school buildings primarily for children 
belonging to the economically weaker sections of the society; 

 establishment and running of non-conventional and 
renewable sources of energy systems; 

 construction and maintenance of bridges, public highways and 
other roads; 

 Promotion of sports; 
 Pollution control; 
 Any other programme for uplift of the rural poor or the urban 

slum dwellers, as the National Committee may consider fit for 
support  
 

 

• Section 35 1(II) and (III): It provides for 100% tax exemptions of 
donations to scientific research and organizations. 
35(1)(II) for scientific research and 351(III) for research in Social    
Science or statistical research. 

 
• Section 12 A: No tax  for charitable institutions provided  

 
 It is registered under 12(a) of the Income Tax Act 
 The institution continues to operate for “ charitable purposes” 

only according to its objects 
 It spends at least 85% of its income on the objects of the 

institution 
 It invests its fund according to the norms prescribed under 

11(5) of the Act 
 The trustees and their relatives do not derive any personal 

benefit. 
 In case a trust is unable to spend 85% of the income in the 

previous F.Y (fiscal year) due to late receipt of interest or 
grant, the same may be spent in the immediately following 
12 months. 

 Income can also be accumulated for a period ranging from 1 
to 5 years for specific projects. 

 Audit report should be filed every year. Failure could 
involve a minimum penalty of Rs. 100 and a maximum of 
Rs. 200 

 
 
 
3.5 Income Tax, 1961: 
 
Section 2(15) of the Income Tax Act, 1961 (‘Act’) defines “charitable purpose” 
to include the following:-  
 

 Relief of the poor  
 Education  
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  Medical relief, and  
 the advancement of any other object of general public utility. 

 
As many organizations seeking profit were also claiming exemption on the 
grounds of the “advancement of any other object of general public utility, “a 
provison was added that ‘advancement of any other object of general public 
utility’ shall not be a charitable purpose if it involves the carrying on of  

 
 any activity in the nature of trade, commerce or business;  
 any activity of rendering any service in relation to any trade, 

commerce or business; for a cess or fee or any other 
consideration, irrespective of the nature of use or application, 
or retention of the income from such activity. 

 
If any such activity is carried on by a trust, fund or organization, then such an 
organization will not be entitled to any exemption under section 11 and its 
income will be chargeable to tax even if utilized for charity unless such trust 
is carrying on other charitable activities and the trust is created prior to 1st 
April, 1962. Also this proposed amendment will not affect organizations 
involved in activities such as relief of the poor, medical relief and education. 
 

3.6 FCRA: Foreign Contribution Regulation Act7 

 

 
 
Foreign contribution Regulation Act, 2010-Implemented on 2011, the prime 
objective of the Act is to regulate the acceptance and utilization of foreign 
contributions and foreign hospitality by persons and associations working in 
the important areas of national life. The focus of1 the Act is to ensure that the 
foreign contribution and foreign hospitality is not utilized to affect or 
influence electoral politics, public servants, judges and other people working 
the important areas of national life like journalists, printers and publishers of 
newspapers, etc. The Act also seeks to regulate flow of foreign funds to 
voluntary organizations with the objective of preventing any possible 
diversion of such funds towards activities detrimental to the national interest 
and to ensure that individuals and organizations may function in a manner 
consistent with the values of the sovereign democratic republic. 

                                                           
7. Website of Ministry of Home Affairs, Foreigners division 
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Organizations willing to receive foreign contributions either have to obtain prior 
approval or registration. The registration is granted only to such association 
which has proven track record of functioning in the chosen field of work during 
last three years and after registration, such organization is free to receive 
foreign contribution from any foreign source for its stated objectives. 
Registration is granted only after thorough security vetting of the activities 
and antecedents of the organization and office bearers thereof.  
 
However, such organizations which are newly established and do not have 
proven track record of functioning may also receive foreign contribution for 
specific2 activities, for a specific purpose and from a specific source after 
seeking project based prior permission (PP) from the Ministry of Home 
Affairs. 
 
 
3.7 Voluntary Sector Initiatives to address the Gaps: 8 
 

 VANI: Voluntary Action Network India’s mission is to act as a 
platform for research, advocacy, capacity building, sharing and 
learning on the issues related to voluntarism and voluntary 
agencies. 
 
VANI works,  
 
As a platform, it promotes voluntarism and creates space for 
voluntary action. 
 
As a network, it attempts to bring about a convergence of common 
sectoral issues and concerns for building a truly National agenda of 
voluntary action in the country. It also facilitates linkages of 
various efforts and initiatives of the voluntary sector in the country 
for a multiplier effect, to create and sustain the process of change 
in an organic manner.  
 
As an apex body of voluntary organizations, VANI works 
towards fostering value-based voluntary action and long-term 
sustainability among its members.  
 
VANI is India's premier voluntary sector association, with 
membership from almost all states of India, including networks, 
research, grass roots implementing organizations and Community 
Based Organizations.  
 
 
VANI catalyses change by working closely with government, 

                                                           
8. NGO accountability in the Indian Context, Pushpa Aman Singh, Guidestar India, 2009 
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donors and other stakeholders on policy issues, enhancing 
participation, accountability and transparency and expanding 
engagement opportunities for voluntary sector through research, 
information dissemination, advocacy, public education and global 
linkages. It also provides a platform for sectoral consensus 
building and networking. Major emphasis is laid on projecting a 
positive contribution of voluntary organizations in socio-economic 
development and nation building  

 
 

 Give India: It is a donation platform that allows one to support a 
cause of one’s choice from about 200 NGOs among 3000 NGOs that 
have been scrutinized 
transparency and credibility. Give India gives a formal feedback 
report stating exactly the beneficiaries of the donated money. Give 
India also does an annual review of NGOs listed with it to make sure if 
they continue to meet their norm.  
Conceived by Venkat Krishnan, an IIM-A graduate Give India is 
managed by a team of professionals who have earlier worked with 
various corporate and now have dedicated their careers to making a 
difference. Give India was registered in 2000 as a non profit 
organization under section 25 of the companies Act,1956 in 
Ahmedabad, Gujarat. 

 
 Credibility Alliance: Credibility Alliance is a consortium of Voluntary 

Organizations (VOs) committed towards enhancing Accountability 
and Transparency in the Voluntary Sector through good Governance. 
Registered in May 2004 as an independent, not-for-profit 
Organization, CA emerged as an initiative from within the Sector. The 
Organization was formed after an extensive consultative process over 
a period of two years involving more than 500 VOs all over India. As 
an Organization, CA aspires to build trust among all stakeholders 
through improving Governance and accountable practices within the 
Voluntary Sector.  
Credibility Alliance is akin to a professional body that set Norms or 
Standards of Governance. These Norms operate on the principle of 
self-regulation that respects the autonomy and seeks to preserve the 
spirit of innovation in the Voluntary Sector. As an initiative whose 
hallmark has been the participatory approach, Credibility Alliance 
develops suitable Norms through wide-ranging consultation with and 
participation of diverse organizations within the Sector. It plans to 
achieve this by developing a large membership base. The members 
participate in the process of evolving suitable guidelines based on 
voluntary disclosure of information and adhere to them. This helps in 
promoting the ideals of Accountability and Transparency within the 
Voluntary Sector. In addition, Credibility Alliance has developed an 
Accreditation System and Peer Group Review Model based on the 
Norms to strengthen and enhance the legitimacy and the credibility of 
individual organizations in the Sector. Capacity Building initiatives 
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required to equip VOs to meet the norms are also promoted. 
 

Although 320 voluntary organisations have been accredited, 
Credibility Alliance still has a long way to go given the fact India has 
3.3 million NGOs. 

 
  GuideStar India is India’s leading provider of NGO information. The 

portal www.GuidestarIndia.org is India's largest, fully searchable 
database of reliable and comparable information on over 3,500 NGOs. 
With another 70,000+ NGOs on the offline database and NGO due 
diligence solutions, it has brought down the cost and time of 
connecting with NGOs. GuideStar India is transforming how Indian 
NGOs report and share information, and, is changing the way the 
people perceive, interact and engage with NGOs. GuideStar India also 
leads and manages India Giving Network.  
GuideStar India is an initiative of Civil Society Information Services 
India (CSIS India), and is a partner of GuideStar International, UK and 
TechSoup Global, world leaders in non-profit data and technology. 
CSIS India is a trust registered in India. 

 
 

In India that has a vast but highly scattered NGO sector, lack of 
reliable information is a serious bottleneck for philanthropy to grow. 
As an aggregator of NGO information, GuideStar India is playing a vital 
role in building the ecosystem for a philanthropy marketplace. 
GuideStar India pursues a ground up model to collect information 
from NGOs. It also receives data from Government bodies like 
CAPART, the Planning Commission, the National Trust of the Ministry 
of Social Justice and Empowerment and YASHADA. This data is often 
historic and incomplete. GuideStar India persistenly follows up with 
NGOs to clean up and update the data, while also educating NGOs to 
embrace transparency by consenting to put their information in the 
public domain. Verified information is made available in the public 
domain and is also fed back to the source including government 
sources. 

 
  CSO Partners’ Outstanding Annual Report Awards: CSO Partners’ 

Outstanding Annual Report Awards, organized jointly with Financial 
Management Service Foundation (FMSF), recognizes the need for a 
national movement towards better accountability and transparency 
practices. By appreciating the forerunners in the NGO sector, this 
initiative is generating a nation-wide effort towards more effective 
public disclosure practices. Such awards and recognitions allow NGOs 
to put in more effort to be transparent and be motivated to bring out 
clean annual reports.  

 
 Akshara Network: Akshara, is a not-for-profit development support 

organization, is initiated by practicing development management 
professionals to fulfill the need for affordable and timely professional 
support to individual organizations in development sector.   
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It provides Training, Consulting and Action Initiatives towards:   
Building the professional skills and capacities of the 
development workers and organizations;  
Developing the professional tool kits/products for use of 
development workers and organizations; extending affordable 
professional support to development organizations and other stake 
holders; offering independent professional opinion on development 
programs/processes and organizations; building replicable models of 
development/development processes; and taking up programs that 
are important but not being addressed adequately at present.  

 

 

 The Indian Centre for Philanthropy, the Centre for Advancement   
Of Philanthropy: CAP today, a nonprofit organization occupies a 
unique niche, as a support organization for all kinds of 
incorporated charities, including grant making trusts & 
foundations, NGOs engaged in development work and NGOs 
providing support to other NGOs. It has remained focused on legal 
and regulatory matters pertaining to incorporation, taxation, 
accounting and statutory reporting.CAP helps to find credible NGO 
partners with due diligence issues. CAP’s main aim is to provide a 
solution to India’s unorganized and unprofessional NGO sector. Its 
mission is to strengthen and widen the circle of philanthropy in 
India and provide for growth, development capacity building.CAP 
provides professional advice, conducts seminars, builds 
comprehensive base of information on the flow of funds and 
donor organizations. 

 
• Charities Aid Foundation: CAF India is a registered Indian Public 

Trust, and a part of CAF International network .CAF India's mission is 
to promote effective giving, and increase the flow of resources from 
individuals and organizations to the not-for-profit sector. In 2012 CAF 
India helped more than 18000 donors and supported 164 non profits 
across 17 states in India. 
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4. Results and Discussions 

 
4.1 Findings from literature: 
 
 Challenges for the Voluntary Sector 

 
 The Government is trying to tighten the noose around the sector: 

Positive and Negative changes in specific laws:  
 
 

 
 
 

 
 
Figure 9: Acts and Bills pertinent to the voluntary sector 
 
 
 
 

 

Foreign 
Contribution 
Regulation 
Act, 2010 

Direct Tax 
Code 

Multi Society 
Registration 

Bill, 2012 



Copyright © 2013 Rakshak Foundation. All Rights Reserved.                               P a g e  | 37 
  

 Foreign Contribution Regulation Act,2010 and Foreign 
Contribution Regulation Rules,2011:7 

 
 FCRA 2010 is applicable to individuals, Hindu Undivided Family 

(HUF), Association and a section 25 Company. 
 In the new Act, an NGO can receive consultancy or other 

commercial receipt from foreign resources even without FC 
Registrations. But it should be kept in mind under Income Tax 
laws trade or business related receipts cannot be beyond 25 
lakhs.   

 Panchayat has been identified as legislature and hence any NGO 
working close with the panchayat should be careful about 
receiving foreign contribution.    

 No permission is required to obtain funds from relatives. 
However if more than 100000 is received in a year, FCRA 
department should be informed. 

 Scholarships and Stipends are excluded from the purview of 
FCRA. 

 Even though attempts have been made to define organizations 
of political nature, rights based organizations are still the worst 
sufferers. 

 The original act prohibits transfer of funds to organizations 
without obtaining registration but in the new act even 
unregistered organizations can obtain funds by prior approval. 
However transfer of funds to unregistered organizations should 
not exceed 10% of the funds received. Further a 
recommendation from district magistrate has to be obtained. 
This defeats the entire purpose of the amendment of the as the 
donor organization anyways has the prior approval but it is the 
recommendation of the district magistrate which is difficult to 
get. 

 Attempts have been made to define administrative expenses. 
But clarity is needed regarding calculation of administrative 
expenses of a mother NGO which works with several partner 
NGOs. Clearance is sought on issues like vehicle expenditure 
and salaries of persons engaged in management activities. 

Though these fall under administrative expenses, there is scope 
of getting exemptions on these under the head “Expenses for 
furtherance of activity shall be exempted.” 

 All applications for seeking prior approval or registration have 
to be made electronically followed by hard copies within 30 
days of electronic submission. A new application for 
registration or prior approval can only be made after 6 months. 

                                                           
7 Analysis of Foreign Contribution 2010 and Rules 2011, Standards and Norms  by VANI and 
FMSF 
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A prior approval for a different project can be made 
immediately. There is no provision for deemed approval in case 
of prior approval. 

 All FCRA applications will have to be processed within 90 days 
and reasons for rejection must be provided. 

 Various strict conditions have been provided which include that 
the applicant should not have been prosecuted or convicted for 
indulging in activities aimed at conversion or creating 
communal tension. The word ‘prosecuted’ has been used which 
implies that even if there is a Court proceeding pending, then 
also FCRA registration could be denied. 

 The new Act allows the power to suspend the registration of an 
organization up to 180 days. During this time the organization 
may use 25% of the existing funds that too with prior approval. 
The Act does not provide any scope to the concerned 
organization of getting heard which is unfair. 

 Under the Act, provisions for cancellation of registration are 
provided only after reasonable opportunity is provided to the 
organization of getting heard. The reasons include: 
(i) Providing false information 
(ii) Violating the terms and conditions  like filing of return, etc. 
(iii) Violating the Act or the Rules 
(iv) Acting against public interest 
(v) No reasonable activity for 2 years. 
The term ‘reasonable activity’ is not defined. The NGO may have 
activity from local sources but not from FC sources. 
The organization cannot apply for registration or prior approval 
up to 3 years of getting registration cancelled. 

 An Indian company with more than 50% equity being held by 
foreigners is treated as foreign sources. This prevents various 
genuine grass root NGOs from receiving foreign contributions. 

 Under FCRA 2010 list of people who cannot receive foreign 
contribution is increased. 

 Unlike FCRA 2010 remittances has not been restricted to INR 
8000. 

 The Act provides for renewal of FCRA registration every 5 
years. All NGOs have to apply 6 months before their due date. 
The NGOs implementing multiyear projects shall be eligible to 
apply 12 months in advance In case an NGO fails to apply for 
renewal within the due date, its registration shall become 
invalid. However, the department may condone the delay if 
satisfactory reasons for not submitting the renewal application 
are provided. Such delay should not be for more than 4 months 
after the expiry of the original certificate of registration. 
 It is a major hurdle for the activities of the grass root 
organizations to keep track of the time of expiration of their 
certificates and come and do timely submission of their records. 
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The voluntary sector is pushing for an online system which will 
enable them to keep track of their reports online and ensure 
transparency and accountability from the Government side. 

 The Central Government has the power to notify sources i.e. 
donors from which/whom funds cannot be received or received 
only through prior approval. 

 The Act although allows for multiple bank accounts, the 
accounts have to be used only for receipt of foreign 
contributions. Also the FCRA department has to be notified 15 
days before opening of such accounts. 

 FCRA 2010 provides that, in case of dissolution, the Central 
Govt.  shall have the power to determine the process of disposal 
of FC assets. 

 The Act prevents use of foreign contribution or any other 
income in speculative businesses. It is to be noted Income Tax 
laws allows charities to invest in Government approved 
securities and mutual funds.  

 The Act also prohibits investment in high return schemes or in 
land if it is not directly linked to the declared aims and 
objectives of organization. This provision is unclear as it will be 
very difficult to make distinction between investment in land in 
relation to the objectives and otherwise.  

 Any organization receiving in excess of 1 crore in a year has to 
put all its details in public domain. 

 The Act provides provisions regarding the custodian of funds of 
an organization in the event of its registration being cancelled. 
This is unfair as directions for repossession of remedies should 
only be issued when all appellate remedies are exhausted. 

 The Act states the bank should notify the FCRA department in 
case any foreign contribution is received without registration or 
prior approval. It should also notify the department if funds 
more than 1 crore are received by any organization within 30 
days. 

 FCRA 2010 does not seem to be prescribing any fixed method of 
accounting. Any method of accounting may be followed by the 
organization but the receipt of FC funds should be reported on 
cash basis only. 

 Accounting statements of last 6 years have to be preserved and 
not 10-15 years. 

 The Ministry of Home Affairs may compound any offense under 
FCRA. However a welcoming change is when an offense is 
compounded, the organization is not prosecuted. 

 
Recently when the voluntary sector witnessed mass cancellation of 
FCRA certificates, the civil society voiced a number of concerns. The 
Home Ministry mentioned it had sent notices to all organizations that 
were not filing returns and cancelled registration of only those 
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organizations which did not respond. 
In response to this the voluntary sector had said return of notices due 
to change of addresses cannot be a reason for cancelling an FCRA 
registration. The sector also complained many NGOs had filed their 
returns regularly but still ended up losing their registration. There are 
NGOs which suffered similar fate in spite of informing the home 
ministry about the change of address. 
The voluntary sector has been reiterating time again that before taking 
such a step the Government should have circulated information 
regarding the step it was about in take in newspapers and media 
channels rather than just relying on notices sent to the organizations. 

 
After cancellation of registration many organizations had stall their 
development work due to scarcity of funds, other implications include 
bank balance of the different organizations would vest with respective 
banks and the organization whose registration has been cancelled 
would not be able to apply for either a prior approval or registration 
for 3 years from the date of cancellation of registration. 

 
 

 Direct Tax Code: 8 
 
The Direct Tax Code Bill has been referred to the Standing 
Committee on Finance of Parliament for detailed examination. This 
bill will be replacing the 48 years old Income Tax Act, 1961 and 
Wealth Tax Act, 1957. 

 
 

                                                           
 

    
 
 
 
 

                                                           
8  Harsh Proposal against savings of NPOs, Standards and Norms  by VANI and FMSF 
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The Key Issues are: 
 

 
 Under the existing law the NPOs were permitted to accumulate 

15% of their annual income indefinitely. In other words, every 
year an NPO has been provided with the benefit of creating long 
term fund to the extent of 15%. It may also be noted that the 
15% of income so accumulated is not required to be spent in 
future. Therefore, it is as good as a corpus. 

 The 15% indefinite accumulation has been totally withdrawn in 
the proposed Direct Tax Code (DTC). This is probably the 
harshest provision of the DTC. In future, NPOs cannot 
accumulate even a single rupee from their current year’s 
income; they have to utilize 100% of their income. 
Under the existing law apart from the 15% indefinite 
accumulation if the NPOs want to accumulate current year’s 
income to be utilized in future years, then there are 2 options 
available: if an NPO is unable to spend 85% of the income then 
it can accumulate the unspent income to be utilized in future 
years. The NPO thus can defer utilization by 1 year or 5 years. 
The NPO can also accumulate an amount for 1 year received 
towards the end of the year. 
For accumulating more than 15%, certain provisions are 
provided. The Act also provides the specific purposes for which 
income is accumulated. The 5 year period of accumulation 
cannot be extended except in the case of an injunction. 
All investments of accumulated income are required to be 
invested as prescribed, any violation of which will result in the 
income being taxable in the immediately following year. This 
income which becomes taxable is not subjected to 15% 
accumulation as normal income of charitable organization. 
DTC has severely curtailed the benefit available with regard to 
accumulation of income for the next 5 years. DTC provides that 
10% of gross receipts or 15% of income, whichever is higher, 
will not be taxed provided it is spent in next 3 years. In other 
words, 85% of income or 90% of gross receipts will be taxed if 
not spent during the year.. Currently the NPO can accumulate 
100% of its income (with the option of retaining 15% 
indefinitely).The remaining amount is to be utilized in next 5 
years. However the DTC proposes that only 15% of the income 
could be accumulated for the next 3 years. Earlier 15% could be 
accumulated indefinitely and 85% for 5 years. Now after DTC 
there will be no indefinite accumulation and only 15% for next 
3 years.  
This will severely affect long term projects spanning several 
years and also question future sustainability of NGOs. NGOs 
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now only have to rely on corpus donation or have to accumulate 
by paying taxes. 
 

 Corpus donation can be accumulated indefinitely without 
having to pay taxes. This is unchanged in the DTC. 

 Anonymous donation will be exempted upto 5% or 1 lakh 
rupees whichever is higher. The remaining amount is taxed at 
the rate of 30%.This is also unchanged in the DTC. 
 

 The proposed code has replaced the term ‘Charitable Purpose’ 
with ‘charitable activities’. Though the definition remains same 
but there is a radical shift in approach. 
 

 The concept of different registration for NPOs under section 
10(23C) and section 12A have been deleted. There will be only 
one form of registration for all NPOs. Religious trusts or NPOs 
are kept out of the purview of the Act. However they have to 
register under other statutes. 

 

 Also, the incentive u/s. 35AC which provide 100% deduction to 
the donors has been deleted. Under the proposed code the 
donors can get only 50% deduction on the donations.  
 

 The existing act provides that all kind of capital expenditure are 
permissible if applied for the purposes of the NPO. The 
proposed code does not allow capital expenditures towards 
financial assets.  

 

  The existing act allows depreciation as a valid expenditure. The 
proposed code has completely ruled out the possibility of 
claiming depreciation.  

 The existing act allows accrual as well as cash basis of 
accounting. The proposed code prescribes only cash basis of 
accounting as well as admissibility.  

 The proposed code clearly provides that business can only be 
carried as a part of welfare activities.  
 

  Under the existing act, the business activities of NPOs engaged 
in advancement of any other general public utility. The same 
has been retained in the proposed code.  

 

 The existing act is silent but the proposed code provides that if 
an NPO convert itself into a commercial organization then its 
entire net worth will be taxed at the rate of 30%.  

 

 The existing act is silent but the proposed code provides that if 
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an NPO fails to transfer, on its dissolution, assets to another 
NPO, then its entire net worth will be taxed at the rate of 30%.  

 

 The new code prohibits investments in ‘financial assets’. This 
provision may imply that even creating FDRs may become 
difficult.  

 

 The existing act allows exemption on all types of capital gain, 
provided the entire amount is reinvested in another asset. 
However the proposed code partially allows this benefit. The 
capital gain from financial assets will be subject to tax. 

 

 The existing act is silent but the proposed code provides that if 
an NPO ceases to be an NPO in the financial year and any two 
financial years out of the preceding four years, then its entire 
net worth will be taxed at the rate of 30%.  

 

  Under the existing act expenditure outside India are permitted 
for specific purposes. The same has been retained in the 
proposed code. However under the existing act NPOs registered 
under section 10(23C) can have activities outside India, this 
provision is deleted.  

 

 Under the existing act there is no compulsion of having some 
activity during the year. The proposed code requires that NPO 
has to have welfare activity. If an organization does not have 
welfare activity in three out of five years then the entire net 
worth will become taxable. 

 

 Under the existing act businesses can be held as corpus assets. 
The proposed code does not allow any such benefits.  

 

 The existing Act allows for accrual or cash basis of accounting. 
But the proposed code proposes only cash basis of accounting.  

 

To sum up treating gross receipts as income, 100% application of 
funds, depriving NGOs from international practices, taxing the entire 
net worth of NGOs at the rate of 30% if no activity is shown are all 
unfair and harsh provisions. The proposed DTC will have far reaching 
consequences on the voluntary sector if it comes into existence.  
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 Multi State Societies Registration Bill,2012:9 
 
Today societies can be registered either as a society, a trust or a 
section 25 Company. The Societies’ Registration Act, 1860 has been in 
place since pre independence and by no way suits the present context. 
The unchanged Act over the decades has lead to the mushrooming of  
non profits whose accountability can be questioned at every instance. 
The Ministry of Corporate Affairs constituted an Expert Group to study 
the legislative framework of Societies Registration Act, 1860.The 
Group submitted its report to the Ministry on July 5th ,2012,proposing 
what is called, ”Multi State Registration Bill,2012. 
The Bill mainly tries to create an enabling environment for societies 
which carry out multi state operations and also it has tried to promote 
practices of accountability and transparency. 
 

 The Bill tries to create enabling environment by 
 

• Providing regulatory support and recognizing economic significance 
to attain financial sustainability. 
• Encouraging innovation and new ventures. 
 

 It tries to instill transparency by in the functioning of societies and the 
decision-making process thereto, both internally as well as towards third 
parties, by: 

 
•Encouraging participation and sharing of non confidential 
information. 
• Ensuring sharing of information in public domain. 

 
 To establish accountability for the actions of societies, which would also 

include a broad-based social audit of the society’s activities, by 
 

• Government is made liable for actions of Society. 
• Ensuring a review mechanism for the decision of the board members. 

       • Formulating and prescribing accounting standards for large societies;  
• Provisions to measure actual social impact. 

 
 To promote self-regulation of Societies by adopting a regulator with 

light-touch approach, by: 
 

• Ensuring digital submission of records 
•Setting governance standards for the society. 
• Establishing efficient reportage and notification mechanism; and 

 

                                                           
9  Analysis and recommendations of MSSR Bill, 2012 
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 To modernize regulatory framework in order to present Societies as a 
viable business/non-business corporate entity, by: 

 
• Recognizing Society as a corporate entity; 
• Categorizing Societies that need to be registered with the State or at 
the Central level; 
• Providing the regulator with a power to collect information; 
• Enabling search of information by the authorities from any Society; 
• Regulating the membership size and number of Societies established 
by a single person or group of persons; 
• Expanding the horizon of activities that can be performed by a 
Society;  
• Providing for administrative rule-making to provide flexibility to 
update the   legal requirements with the passage of time. 
• Shifting from traditional penalties to a graded offence/ default model, 
with the regulator issuing improvement notices, warnings, 
suspensions/fines and cancellation  

 
Notable features of the MSSR Bill, 2012: 
 

• Like the present Act, the bill proposes any 7 members or more 
associated with literary, scientific, or charitable purpose can form a 
multi state society. 

• Failure to obtain registration and failure to transit from Societies 
Registration Act, 1860 to MSSR is a punishable offense. 

• Every year the organization should file details on addresses, names, 
occupation and extent of interstate activities. 

• The Bill provides for 2 modes of dissolution i.e. voluntary or 
compulsory. 

• The Central Government to call for information, or order inspection 
of the society in public interest or when such information/ 
inspection is necessary for the purpose of enforcement 

• The Central Government has the power to investigate into the 
affairs of a multi-state society on receipt of a report of the inspector 
appointed under the Act or on receipt of a complaint from a 
member or key managerial personnel officers of the multi-state 
society or a member of the public that the multi-state society is not 
conducting its affairs in accordance with its Memorandum of 
Association and/or rules or in a manner oppressive to its members 

• The Central Government can take over the activities of the Multi 
state society if it is of the opinion that the actions of the society are  
against that of public interest. 

• If a society has provided incorrect information for registration, an 
improvement notice will be served on it. The Bill has adopted a 
graded approach to offenses provided the ability to issue 
improvement notices, suspend registration. 

• The Bill contains provisions for formation of foreign societies 
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Financial Management Services Foundation (FMSF) has provided a 
critical analysis of MSSR, 2012: 

 
 A common law or framework is required for the entire country 

which is not provided. Currently any society, trust, section 25 
company has no legal bar in operating outside the state. Each state 
provides the registration for its jurisdiction which cannot exceed 
the state territory. However any society whether registered or 
unregistered can operate anywhere in the country subject to the 
compliances applicable to the place of activity. MSSR bill will add 
just yet another form of registration and the present scenario will 
remain unregulated. 

 The MSSR Bill, 2012 is silent about the existing Trust, Section 25 
Company Religious Endowments etc. which implies that it will not 
be a Central Body for the entire range of charitable or religious 
organizations. 

 The concept of geographical significance is overemphasized. A 
society donating to another state in times of a disaster will/will not 
qualify for registration under MSSR is unclear. A society working 
on a scheme of national importance may not qualify for MSSR and 
similarly a society with a huge turnover working in one state may 
also not qualify for the same. 

 There is a need for a central statute under which all existing 
societies, trusts and section 25 companies should be registered. 

 A financial limit may be provided beyond which multi state 
societies will be asked to register. 

 MSSR penalizes interstate activity. This is unnecessary and will not 
cover charitable or religious organizations registered as societies. 

 MSSR provides all activities of the societies shall be suspended 
during the period of registration which is not realistically possible. 

 The Bill provides that no registration will be granted if the 
organization shows no multi state activity at the time of 
registration. But the organization may not have such activity at that 
time as the law is not enabling for unregistered organization. 

 The society will be dissolved on failure to amend its rules within 3 
months from the time of receiving orders from the government. In 
case of dissolution the Government has the right to decide the 
beneficiary organization. Since societies are Non Government 
organizations, this right should not rest with the Government. 

 The bill provides investigation can be initiated on the 
recommendation of the inspector. This can lead to harassment of 
NGOs. 

 The bill also provides initiation of investigation after 
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recommendation from a single member of the society or simply 
anybody. This sounds quite stringent and may give unlimited 
powers to the inspectors. 

 The Bill also provides the Government the power to reconstitute a 
board or take over the society without getting hard. 

 The Bill finally allots unique identification number to the board 
members. This is not required as voter ID or PAN can be used. 

 
  
 Corruption at the Government:  

 
Corruption at varying levels in the Government stalls the activities of the 
NGOs. As already discussed, NGOs have to pay around 15% bribes  of the 
total grant amount to the Government officials to get their proposals 
sanctioned. Red tapism matched with vested political interest often makes 
life difficult for the NGOs. 
 

 Identity crisis: Lack of a unifying theme 
 

The problem of identity crisis becomes clear at ones when we are asked 
which   other sector is operating in India apart from the public sector and 
the private sector. The answers come flying at once but sadly all answers 
are different yet all correct. 
The replies include voluntary sector, third sector, NGO, nonprofit sector, 
civil society, independent sector and so on. 
In India we have organizations of the 17th Century coexisting with the 19th 
century. We have organizations ranging from tribal association groups to 
policy advocacy organizations to sophisticated groups of associations of 
doctors, lawyers etc 
Civic organizations encompass NGOs, people and professional 
organizations, trade unions, cooperatives, consumer and human rights 
groups, women’s associations, youth clubs, sports clubs, independent 
radio, television, print and electronic media, neighborhood or community 
based coalitions, religious groups, academic and research institutions, 
grassroot movements and many more. 
The problem lies perhaps with organizations involved in non profitable 
development work being confused with so called “Non Profitable 
Institutions” like certain private schools, hospitals, religious 
congregations, sports,  recreation clubs, faith based organizations or CSR 
foundations. 
Analyzing the validity and limitation of each definition is beyond the scope 
of this research(Defining the Sector In India: Voluntary, Civil or Non-
profit,PRIA,September,2000) 
It is indeed difficult to come up with a definition that will give recognition 
to the organizations working at micro level or macro level with the sole 
motive of bettering the lives of people living in regions where Government 
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or the State could not reach. This issue is more of subjective nature and 
hence inclusion and exclusion errors will always persist with each tried 
way of defining the sector. 

 
Due to the lack of a unifying theme among the members of the voluntary 
sector, there exists disunity and indifference to the common problems 
plaguing all. The sub sectors do not identify with others and do not 
consider them as part of the whole. 

 
Rural NGOs are at a far disadvantageous position but urban NGOs which 
are slightly better placed do not extend their help towards these NGOs. 
There is seldom flow of information, research, guidelines, training 
between the two. 

 
This proves to be a critical point when one thinks about a common 
platform for NGOs. Formation of such a platform is crucial is crucial in 
advancing concerns and demands of the voluntary sector to the 
Government but it is impossible to arrive at any conclusion by this 
platform due to lack of mutual distrust, non co operation and non co 
ordination. 

 
If present state of affairs continues, NGOs will never be able to make a 
united stand against the Government when the latter passes bills which 
could work to the detriment of the sector. 

 
The NGOs need to work hard to get back the feeling of being partners in 
development rather than competing to accumulate funds. 

 
 
 Lack of public participation:  

 
NGOs by nature of its work should involve democratic participation. It should 
be able to attract all those who are interested to deliver for common good. But 
sadly the sector has not been able to do so Leave alone public participation, it 
does not even communicate with fellow organizations doing the same work as 
it is trying to achieve. Narrow mindedness, over emphasis on targets, 
inadequate number of dedicated people, time bound programme and vested 
interest are some of the key hurdles to progress.  
The lack of accountability in this sector has even put off the flow of volunteers 
into the sector. Young men and women even try to be judgmental when it 
comes to doing social work. 
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 Pressure from donors:  
 

 
 

Another area of concern is when donors stress for time bound programs. 
They are not informed of the challenges and complexities faced by 
organizations in reality doing development work. Hence NGOs often find it 
difficult to function with such restricted grants from restricted period. In the 
process there occurs a significant deterioration of quality of work. Also some 
donors repeatedly insist on very specific programs. This makes the NGO in 
severe need of funds get donor oriented and it ends up working in such areas 
which are not in line with its mission and vision. 

 

 

Figure 10: Why is the voluntary sector under glare? 

Lack of good 
Governance 

Lack of skilled 
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 Lack of Good Governance: 
 

NGOs lack in practices like good governance. Good governance practices 
promote practices of accountability and transparency.  

 

   Figure 11: Ways to achieve good governance 

Good Governance involves taking care of not only the functioning of the 
organization but also its external relations with various stakeholders. 
Governance involves active governing board, participation and accountability 
to the stakeholders, identification of the right policies which are in line with 
the organization’s mission and vision. It involves creating the best structure 
and framework which enables the organization to smoothly function to 
achieve all its objectives.  

Lack of leadership is another important factor under governance. The sector 
needs leaders, role models who should act as a guiding light to all the other 
employees in the organization. Such a person should be present in the 
governing board who should be constantly motivating the rest of the people 
about the joys of working for the betterment of the society. Given the non 
profit nature of the sector, it is very essential to keep the workforce spirited 
and rejuvenated. However it must also be kept in mind old leaders must give 
way to new leaders, rotating governing boards give birth to innovation and 
flow of ideas. 

Voluntary organizations often voice opinions about the policies of the 
Government which needs to be more inclusive in nature and should focus 
more on equity. Hence voluntary organizations should practice what they 
preach. Recent news about cancellation of FCRA registration, and money 
laundering has led to a development of suspicion or doubt in the minds of the 
stakeholders.  Reputation and financial mismanagement are r their key 
concerns. The Government or the donor now demands indicators to judge 
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whether they should be donating the money to the concerned NGO. Hence it 
is very important to focus on internal governance policies like human 
resources, gender mainstreaming or finance policies. Even though some large 
organizations do manage to get the policies in place, small organizations need 
to have the right policies and also focus more on capacity building. 

It may be that small grass root organizations are unable to invest resources 
in capacity building and hence it is mandatory for the organization to have its 
own guiding principles. It is anyways better to have one’s own norms and 
principles rather than being imposed from outside. 

 Lack of professionalism and skilled man power:  

This is a severe deficiency in the voluntary sector. The recent times and 
changes in the mindset of has called for a more professional attitude to work, 
it requires application of a wide range of tools, proper presentation, and 
technical knowledge. People entering the sector have little or no idea how to 
run a voluntary organization or rather in precise terms a nonprofit 
organization. There is a skill gap persisting in this sector. It is very difficult to 
attract skilled personnel to the sector. This is due to a lack of high salaries 
and also skilled people often do not identify themselves with nonprofit 
organizations. There is also a question of sustainability of the organization 
when employees prefer to leave the organization after gaining experience of 
4-5 years. Also skilled personnel do not prefer to go and work in the remotest 
of villages for obvious reasons. 

Hence there is a lack of professionalism in the sector. People are not 
dedicated to their work. True there is no incentive in this sector like 
profits or high salaries but one must not forget the larger incentive of 
working for the common good. Skilled personnel must identify 
themselves with the satisfaction in bringing smiles to the faces of the 
unfortunate. The sector is in dire need of skilled selfless people who 
value their contribution in making their country a better place to live 
in. 
 

 Lack of transparency and accountability: 
 
This manifests into lack of funds. This is a concern for NGOs since the 
volume of funds has come down to a large extent compared to the 
previous years. Apart from facts like long gestation period of fund 
sanctioning, delay in getting foreign funds even after it has been 
sanctioned, there exists severe dearth in getting funds from donors.  
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The primary reason for this is the mushrooming of NGOs in the past 
decade. NGOs fight for funds and with recent news like money 
laundering such as running an NGO to manage grants for their 
personal businesses, the donor community has become far more 
cautioned than before. 
Donors are unable to identify the genuine NGOs and hence they have 
been repeatedly asking for performance indicators by which it 
becomes clear the money they donate is put to good use. 
But there seems to exist a gap in the mindset of the donor and the 
NGO they fund. There is a definitional void between the two. While the 
donor community insists on quantity metrics the number of lives 
affected, the audited report of the NGO to judge impact, NGOs mostly 
focus on vague qualitative aspects which involves a lot of subjectivity.  
This gap exists due to lack of clarity and knowledge about the tools 
that could be used for impact evaluation. Grassroot organizations are 
severely constrained in this regard due to paucity of resources.  
 

 
Figure 12: Communication of NGOs with donors 
Source: Bain HNWI( High Net worth individuals) Survey 2013 
(n=180) 
 
A study by Bain and Company suggests that a number of issues lie 
with donors as well along with NGOs. 
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Donors often fund for personal, religious reason while some NGOs 
prefer to work in specific sectors only. Donors often insist on short 
term indicators, they want to witness the visible change that they 
created with their grant at the earliest. This proves to be a major 
hurdle to the NGOs focusing on long term sustainability. 
Donors often pester for semi annual reports, personal inspection and 
visits. This however sometimes proves to be annoying to the grass 
root organizations who just focus on their work and are ignorant 
about such tools and techniques. 
 
 

 

 
Figure 13: Relation between better impact evaluation and contribution of 
donor                                                                                                                                     
Source: Bain HNWI Survey 2013 (n=180) 

We see if impact evaluation improves, donors will contribute more. 

Last but not the least donors are increasingly being vigilant about the fact 
that NGOs often accept funds from multiple donors for the same project. This 
worries the donor. Also NGOs often promise the donor of using it for say a 
programme for the purpose of attracting girls to school but in the end uses it 
for say administrative expenses. 

Lack of transparency and accountability among NGOs is also a major hurdle 
in context of Companies Bill, 2012. The Bill says all companies with revenue 
greater than Rs. 1000 crore or profits of 5 crore must spend 2% of the 
average of the last 3 years profits towards CSR activities. 

The corporate entities have raised questions on whether the voluntary sector 
will be able to absorb such funds given the current issues of transparency 
plaguing the sector. 
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4.2 Gap Analysis: 
 
 Perspective of the Government & Some Positive Government 

Initiatives: 
 
 Cancellation of FCRA certificates: 10 

 

  
 
 
The Government is accused of tightening the noose around the voluntary 
sector by making more stringent rules and regulations specifically under 
Foreign Contribution Regulation Act, 2010 and Foreign Contribution 
Regulation Rules, 2011. 
But the truth is that foreign funding is used by number of organizations to 
promote anti national activities. 
In response to the protests against the construction of Kundankulam nuclear 
power plant, Prime Minister Manmohan Singh had said, “There are NGOs, often 
funded from the United States and the Scandinavian countries, which are not 
fully appreciative of the development challenges that our country faces.”  
Referring to the protests at Kudankulam, he said, “the atomic energy 
programme has got into difficulties because these NGOs, mostly I think based in 
the United States, don't appreciate need for our country to increase the energy 
supply.” 
The Home Ministry has cancelled foreign funding of 4141 out of total 39236 
NGOs registered under the Foreign Contribution (Regulation) Act, 2010. 
Accounts of 20 NGOs are frozen and 60 NGOs are prohibited from applying for 
foreign funds under the FCRA. 
The Home Ministry also pointed out 2 NGOs Tuticorin Diocesan Association 
and the Tuticorin Multipurpose Social Service Society, both headed by Bishop 
Yvon Ambroise, who received heavy foreign funding during the year for 
aggravating the protests in Tamil Nadu. 
FCRA 2010 is just another attempt to curb the activities of associations and 
trusts which promote anti national activities. 
The Government also froze the bank accounts to receive foreign funding of 
Indian Social Action Forum (INSAF), a network of more than 700 NGOs in 

                                                           
10  VANI Newsletter, Nov-Dec- 2012 



Copyright © 2013 Rakshak Foundation. All Rights Reserved.                               P a g e  | 55 
  

India. The network campaigns for their mineral rich land and against nuclear 
energy, human rights violations and religious fundamentalism. The 
Government cited reasons that foreign funding to the NGO was likely to                       
”prejudicially affect the public interest.”A Government official also said when 
an NGO used foreign donations to criticize Indian policies, “things get 
complicated, and you never know what the plot is.” 
 
The Government has been involved in mass cancellation of FCRA certificates. 
But it has provided the reasons as an attempt to: 
 

 Weed out the dormant and non complying NGOs: The FCRA 
department said that out of 40000 NGOs, only 20000 reports. 
Notices were sent to all organizations and those cases were 
considered for de registration for which notices were returned. 

 Actions were taken against those organizations which changed 
addresses and did not notify the department. 

 Those organizations which did not file returns and 
 Those organizations which did not show any reasonable activity in 

the last 2 years. 
 

Such regulations have often disrupted the activities of the voluntary sector. 
The space for the sector is shrinking. NGOs complain of lack of communication 
with the government. They interpret such efforts by the Government as more 
of an attempt to control and tame the sector than regulate it.  
 
Perhaps the greatest gap between the public sector and the voluntary sector 
is that of communication gap.  
  
It is indeed time both the parties realize the reasons of existence of both i.e. 
for developmental work. So, why not be partners in development? 
 
The 2 sectors should interact more, try and acquaint themselves with the 
constraints and challenges in both sectors. It is only then such relationships 
will bear fruit. 
 
 
 
 
 
 
 
 
 
 
 
 
 



Copyright © 2013 Rakshak Foundation. All Rights Reserved.                               P a g e  | 56 
  

 Laudable Government Efforts: 
 
 National Policy on the Voluntary Sector:11 
 

 
 

The Key recommendations of the Steering Committee on Voluntary Sector 

include: 

 To create an enabling environment that encourages respectful 

engagement between the government and the voluntary sector 

 Introduction of state voluntary sector policies just like national 
voluntary sector policies. 

 Articulation of a set of terms of engagement for interaction 
between the voluntary sector and the Government.  

 Provisions for proper communication of schemes and grievance 
redressal mechanism. 

 Institutionalization of legal measures that should be uniformly 
applicable across the nation. 

 
 
In the planning of programmes  
 
 Adopt a consultative approach across all forms of Government 

ranging from the panchayat to the district, state and Central level. 
 
 Formation of permanent Joint Consultative Groups of  

Government and VOs and finding indicators for the selection of VOs. 

 
 Mechanism for incorporating suggestions by the VOs. 
 
 
 
 

                                                           
11Report of the Steering Committee on the National Policy on the Voluntary Sector, Voluntary 
Action Cell, Planning Commission 
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In implementation of programmes  
 

 Identification of programmes that can be implemented in partnership 
with VOs,  focusing on developmental roles and capacilty building of 
local organizations. 
 
 
In evaluation of programmes  
 

 Allowing VOs to evaluate schemes. 

 
In the management of funds generated for the voluntary sector  
 

 Creation of a Task Force (situated at the Planning Commission) to 
consider development work that can be undertaken by the 
Government of India in collaboration with VOs in areas of deep 
distress. This Special Purpose Vehicle should also provide support to 
VOs that are already working in distress/conflict prone districts  

 Annual review of all financial engagements of government agencies 
with VOs, conducted in a decentralized manner. 

 Funds generation for VOs  

CSR wings of private sector companies to be encouraged to support at 
least 2-3 thematic region/community based VOs  
 

Objective 2: To enable Voluntary Organisations to adopt transparent 
and accountable self-governance norms:  
 
For greater transparency and accountability  
 

 Extension of the Right to Information Act to VOs  

 VOs with a corpus beyond a stipulated amount to be brought under the 
purview.  

 Single window system for registration of  VOs 

 Creation of a new Centralized Data Management System to 
automatically identify defaulters 

 Formation of an apex body which will set standards for the voluntary 
sector. It could be termed as The Ministry of Voluntary Affairs can be 
established along the lines of Ministry of Corporate Affairs.  

 Strengthening Data Management Systems to identify organizations 
based on their expertise, registration and activities.  



Copyright © 2013 Rakshak Foundation. All Rights Reserved.                               P a g e  | 58 
  

• The MIS (Managing Information System) or Data Bank should take 
into consideration all existing attempts (including the Planning 
Commission’s NGO Partnership System, self-declaratory system put 
up by Credibility Alliance, etc.) to achieve a common data portal  

 
 Introducing uniformly applicable ‘Accreditation and Certification’ 

of voluntary organizations  
 
For greater self-governance and internal development of the voluntary 
sector 
  

 Encouraging a ‘Self-regulatory Mechanism’ within individual 
organizations  

 Encouraging the creation of a ‘Code of Conduct’ for VOs  

 Creating an effective and coordinated capacity building system 
for all core requirements of the Voluntary Sector  

o Setting up of national and regional bodies of voluntary 
organizations around prominent thematic areas to enable 
capacity building. 

o Establishment of regional and national frameworks for 
development of infrastructure. 

o Initiating a coordinated Human Resource Development 
effort to create para- professionals, grassroots functionaries 
and barefoot managers trained in various aspects of 
development management, social work and legal issues and 
to connect academia with voluntary action  

o Creation of an academic certifying authority to ensure 
quality control and academic streamlining of the various 
institutions involved in training in the theory and practice of 
development  

 
Objective 3: To work towards an improved partnership between the 
state, private sector and VOs:  
 

 Enabling greater collaborative work between the private sector and 
VOs especially with regard to reducing conflict and increasing positive 
social transformation  

 Encouragement of extension of financial and technological support by 
the private sector to VOs  

 Policy level encouragement to be given to adoption of affirmative 
action by the private sector to increase representation from the 
marginalized and vulnerable sections of India’s population  
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The National Policy on the Voluntary Sector even though has great potential 
of restoring the entire system to equilibrium, has not been implemented in 
the right spirits. 
 
 
 
 NGO Partnership System12 
 
 

           
 
The Planning Commission is trying to create an online portal, a 
database of voluntary organizations where all information regarding 
various schemes of different ministries would be put up. The Planning 
Commission is still trying to make provisions for applying for grants 
online and also tracking of status of application. 
 
 
 
 

The participating ministries are: 

 Ministry of Culture 

 Ministry of Health & Family Welfare 

 Ministry of Social Justice & Empowerment 

 Ministry of Tribal Affairs 

 Ministry of Women & Child Development 

 Department of Higher Education 

 Department of School Education & Literacy 

 National AIDS Control Organization (NACO) 

 Council for Advancement of People's Action and Rural Technology (CAPART) 

 Central Social Welfare Board (CSWB) 

 Department of Youth Affairs 

 

 

 

                                                           
12 http://ngo.india.gov.in/auth/default.php 

http://ngo.india.gov.in/auth/default.php
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4.3 Objective Criteria for evaluating working or efficiency of NGOs: 13 

 

 
 

 The organization is registered as a Trust/society/Section 25 Company 
and is able to produce proof if required. 

 The organization has a physical address that is verifiable. 
 The office of the organization should have a good internet connection. 
 It is registered under section 12 A of Income Tax Act. 
 The organization has a clear definition of mission and vision.  
 The organization should be able to identify all its stakeholders, state its 

commitments to them and set milestones for itself. 
 It must be able to set clear objectives and is able to show through well 

defined indicators whether it managed to achieve such indicators. 
 The organization should be able to provide details of all beneficiaries 

whose lives have been affected in a positive way by the organization. 
 The organization must be able to convey the stakeholders with regard 

to the evaluation mechanism, 
o Defining the objective and parameters of evaluation in the 

planning state 
o Evaluate design prior to evaluation 
o Results and recommendation from monitoring and evaluation. 
o Progress on implementation on the recommendations 

 
 For the purpose of evaluation, identification of indicators should 

include data sources and availability, feasibility, data collection and 
accuracy. The plan for evaluation must be feasible in terms of budget 
and capacity. 

 The organization has a governing body, the details of the board 
members like name, age, occupation; credentials must be put up on the 
website of the organization. 

                                                           
13  Listing Criteria of Give India 
      Minimum and Desirable Norms of Credibility Alliance 
      Humanitarian Accountability Framework 
      Global Accountability Project 
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 The board must be constituted only after a sound unfair system of 
election open to a wide range of stakeholders. 

 The members should retire and be re elected every 2-3 years. 
 The board must comprise at least 2 people and ideally should have 5 to 

10 members. 
 The board should clearly define the skills of the board members 

required to discharge board functions and also state how each current 
board member identifies himself/herself with the skill. The balance of 
the board should be maintained in terms gender, finance, other skills, 
and availability. 

 At least 2/3rd of the members of the organization must be unrelated by 
blood or marriage. 

 Not more than half members of the organization should have 
remunerative roles. 

 The board should define function and work of each member and 
members should set performance indicators for themselves. 

 The board must meet once in every quarter and attendance of every 
member must be marked and made public. All board meeting minutes 
must be circulated in the organization and all non confidential matters 
should be put in public domain. 

 The board must prepare annual report publishing the contribution of 
each board member towards the efficient functioning of the 
organization. 

 The Board should appoint an auditor and also ensure strict adherence 
to all statutory compliances and obligation toward all stakeholders 
should be diligently done. Organizations with annual income above 
50,000 must audit their accounts.                                                     

 The Board should formulate policies on gender, human resource, 
finance etc. The board should also prepare a position paper every 3 
years on financial, institutional and programmatic sustainability, state 
need and relevance of corpus and risks and contingencies. The board 
should involve the staff in decision making. 

 All employees should be issued letter of contract and the organization 
should have a human resource policy in place. It should have a code of 
conduct in place and periodically review knowledge, skill, attitude and 
behavior of the staff. 
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Figure 14: Core principles of an NGO 
 

 The organization should be unbiased in selection i.e. beneficiary 
selection, board election, employee selection etc. 

 The organization periodically reviews the current status of programs 
and whether it is in line with its stated objective. 

 The organization has a written board policy for purchase, sale of 
assets/ investments. 

 The organization should document processes for sharing information 
covering 
 

o Processes for accurate and timely information sharing 
o What information it will share with what people 
o Criteria for not sharing information 

 
 

 The organization should have an information disclosure policy as in it 
should provide information on request. It should state the right 
procedure to make a request and also provide the time frame required 
in providing the information. 

 Annual report should be available within 6 months of end of financial 
year and it should contain  
 

o Abridged financials and details of auditor. 
o Total number of employees, volunteers, their salaries and 

benefits – highest paid and lowest paid. 
o Details of board members and their contributions in the 

financial year.  

Transparency: 

Openness  about its activities 

Responding on requests 
about information from the 

varous stakeholders 

Participation : 

Involving the stakeholders at 
various levels of decision 

making process. 

Evaluation : 

Monitoring performation 

Feeding information back into 
the system and reporting on 

its basis. 

Complaint and Response 
mechanism : 

Ensures there is a procedure 
for taking complaints and it is 
addressed effectively within 

an assured time frame. 
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o Important decisions taken by the board during the year. 
o Remuneration, reimbursements to all board members 
o Distribution of staff according to salary levels and gender break 

up. 
o Total cost of international travel by the board members 
o Conferences and seminars attended during the year 
o News coverage  
o Fund raising events conducted during the year 
o Programs taken up during the year and impact achieved. Also 

their present status and method of impact evaluation used. 
 

The annual report must be circulated among the staff, personnel, 
donor, stakeholders, beneficiaries and others concerned.  

 
 Signed audited statements should be available ( Balance Sheet/Income 

& Expenditure / Receipts & Payments/ Statutory Auditors’ 
Report/ Schedules ) .In the audited reports, expenditure must match 
activities during the year. 

 Statements of accounts should indicate whether they have been 
constructed on Cash basis or Accrual basis. As per the law receipt of 
foreign contributions must be maintained in cash basis only. 

 There should also be no material transactions involving conflict of 
interest between a board/ staff member and the organization. 

 The website of the organization must contain : 
 
o Year of formation 
o Year of receipt of NGO status 
o The areas of its activities 
o Mission and vision statement 
o Ongoing programs 
o Details of board members 
o News coverage 
o Its registration details under Society/trust/section 25 company, 

Income Tax Act, FCR Act. 
o Successes achieved till date, total number of lives touched. 
o Annual reports of at least last 6 years. 
o Audited reports of last 6 years. 

 
If the organization works through partners at grass root levels: 
 

 The organization should reflect a commitment towards working in a 
partnership based on mutual accountability, respect and trust. 

 The organization should document its approach to partnership, the 
process and criteria of selecting its partners, and what is negotiable 
and what is not while working with them. 

 It should ensure its partners are guided by the same principles as itself. 



Copyright © 2013 Rakshak Foundation. All Rights Reserved.                               P a g e  | 64 
  

 The organization must share with its beneficiaries, 
o The stated goal and objective. 
o The reasons behind selecting a particular target group. 
o How inputs from participation activities led to decisions. 

 The organization should have in place a feedback system where the 
targeted group chosen for intervention should be able to influence 
project design, initial assessment, monitoring and implementation to 
some extent. 

 The Organization should document a complaint procedure. This would 
enable all stakeholders to raise complains and also enable the 
organization to act in an effective, just way. 

 The organization should have a system of feeding information and 
learning from the monitoring and evaluation system of the 
organization. 

 The organization should assess itself periodically with regard to staff 
competencies, sharing information, enabling participation, handling 
complains and learning. 
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5 Recommendations, Scope and Strategy for 
Implementation 

 
 
5.1 Recommendation & Scope  

 

 
 

1.  a. Target: To reduce corruption in the Government with regard to 

sanctioning of grants. 
 
b. Recommendation: Given the corruption by the government officials 
at various levels, what can be recommended is a PPP (Public Private 
Partnership) between the government and the private sector. 

By Government here we mean a central agency set up by the 
government itself which would only specialize in matters related to the 
voluntary sector. The different ministries and different departments each 
having funding rights only widen the scope for corruption. The agency 
thus formed should have adequate man power and funding. The man 
power should preferably include philanthropists, graduates from reputed 
institutions looking for a career in making a difference to the society and 
experienced people from the voluntary sector. The Agency should provide 
for research and development in the field of philanthropy. 

 The private companies or business houses involved in CSR (Corporate 
Social Responsibility)should be a part of this partnership. The total funds 
to be channelized could be divided in the ratio of 60:40 where 60% is 
taxpayer’s money and 40% funds from donor agencies or business houses. 
This will check corruption by the various ministries who take bribes to 
sanction grants. The funds would thus be channelized to organizations 
only after due diligence as the corporate sector would be judgmental 
before donating their money.  

This agency should also consider for profit training centers for social 
entrepreneurs to attract the private players. 
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c. Impact: The above recommendation would serve multifold 
purposes. It would not only put a check on red tapism but also there 
would be a check on indiscriminate lending. Grants will be received 
only by deserving NGOs and not by NGOs who have the ability to pay 
bribes. 
The provision of setting up profitable training centres which would be 
providing vocational training to bidding entrepreneurs would also 
serve as a solution to the need of skilled man power in the voluntary 
sector. 
Last but not the least the provision of including the private players 
would ensure some amount of CSR funds actually go into some 
developmental work and not just remain locked in the companies’ own 
CSR foundations winch in most cases serve as a shifting of profits from 
one building to another. 
This will also serve as an engagement between the Government and 
the voluntary sector and promote dialogue between the two. The 
Agency should also organize seminars from time to time to bring in 
more representatives from the voluntary sector and engage in dialogue 
with them. 
 

d. Strategy: This can be achieved through passing an Act favoring a 
single window system by a clear majority after sufficient amount of 
dialogue with the voluntary sector. This newly formed ministry should 
not only contain the ministers dealing with matters pertinent to the 
voluntary sector for so long but also recruit new people based on an 
assessment and interview which would test them on their knowledge 
and experience of working in the voluntary sector. This would give the 
experienced people in the voluntary sector a fair chance of getting 
selected and hence participate in policy making for the betterment of 
the society. Also there should be fair amount of representation from 
voluntary organizations of every state in the Central Agency. Thus in 
this way we will have a partnership of the 3 sectors, the Government, 
the private players and experienced people from the voluntary sector.  

Voluntary 
Sector 

Private 
players 

Government 

Figure 15: The Central Agency 

comprising public sector, private 

players, and voluntary sector. 
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Flowchart:

 
 

2. a. Target: To reduce corruption in the Government with regard to lack 
of transparency in its action 
 

b. Recommendation: The Central Agency should have a website on its 
own which would contain names of all organizations applying for grants. 
Provisions should be such that organizations should be able to track their 
applications online and check its status. This central agency should publish 
the criteria on the basis of which they are selecting the proposals and also 
the names of the organizations whose proposals stand selected. The 
remaining organizations must be given some basic reasons why their 
proposals are rejected. 
 
c. Impact: The proposed system will not bring clarity as in which 
organizations are receiving the grant and why. The scope of providing 
reasons for rejecting the proposals will not only keep the Government on 
its toes but also provide room for improvement in proposal writing to 
some organizations. 
 

d. Strategy: The newly formed system should work on website 
development and take help from IT professionals in enabling users to 
track application online. The agency should recruit people with technical 
expertise who will be able to transfer all relevant details online. 
 
 
 
 
 
 
 
 

Central 
Agency 

channelising 
all grants  

Ministry 1 
giving 
grants 

Ministry 2 
giving 
grants 

Ministry 3 
giving 
grants 

Figure 16: Flowchart of 

formation of a single window 

system 

IT professionals Website to track 

applications online 
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3. a. Target: To address needs of capacity building by NGOs 
 

 
 
 

 
Figure 17: Views of NGOs about impact evaluation 

 
b. Recommendation: The Central Agency with help from the district level 
bodies should be able to identify a key NGO working in each recognized 
sector in every state. Such NGOs in its concerned sector should provide 
help through the district level bodies, in building knowledge and capacity 
to all the NGOs working in any districts in its state. Such NGOs would be 
receiving grants from the Central Agency to carry out these activities. 
There would be a new key NGO chosen every 5 years or so in every sector 
based on its performance in the past 5 years. 

 

c. Impact: This would address the need of capacity building by small grass 
root NGOs. Also it would incentivize big organizations to put in more effort 
in being chosen as the centre for excellence of a sector. Such tags would 
also enable the organization to raise more funds. 

 
d. Strategy: The district level body monitoring the activities of the NGOs in 
a particular district should be in a position to name an NGO from each 
sector in its district. The representative from every state in the Central 
Agency would go through the names of each district in his state and should 
finally nominate an NGO in every sector from his state as the key NGO. 
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4. a. Target: To strengthen the monitoring system of the                          
Government through decentralization 

 
b. Recommendation: Even though funding will be looked after only at the 
central level, provisions for follow up of the projects would have to be looked 
after by district level bodies as they are best placed to assess the impact on the 
beneficiaries by the NGO in that area.  
 

c. Impact: This will strengthen monitoring system and facilitate better follow 
up of projects and also keep the local NGOs on their toes. This should also 
check problems like NGOs accepting grants from multiple donors for the same 
project. 

 
d. Strategy: The district level bodies will be informed about the amount of 
grants received by each organization in the district. The people working in the 
local bodies will be required to see to it whether that NGO is putting the grant 
received to maximum use. If a particular NGO has received fund for a 
programme to be implemented elsewhere the regional body of that district 
should be informed to take care of this. 
As far as the membership of the regional bodies is concerned, it should be a 
collaboration of the PRIs and experienced people involved in philanthropic 
activities in that district. Proper criteria for their selection should be 
defined.   
As far as corruption is concerned there could be surprise visits from the 
centre, the centre should provide schemes for internship and volunteers at 
these local bodies where interested students could come and do the follow 
up themselves to expose corruptions if any. There could also be frequent 
checks from every key NGO identified in a state. 

 
 
 
 
 
 
 
 
 
 
 
 
 

5. a. Target: To elicit better performance from NGOs  
 

b. Recommendation: One possible step is also to enforce collaborations of 
several small NGOs working in the same sector. This group of NGOs would 
share funding in some pre determined ratio but would work independently. 
And if a particular NGO in the group consistently keeps doing good work, i.e. 
makes optimum utilization of the funds assigned to it, it could be allowed to 
separate itself from the group and establish its own organization with 

In district A, a district 

level body comprising 

members from PRIs and 

experienced people 

should do follow up of 

projects  

In district B similarly, a 

district level body 

comprising members from 

PRIs and experienced 

people should do follow up 

of projects  
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independent source of funding. This NGO would also presumably keep doing 
good work even as a separate identity as its hard earned reputation would be 
at stake.  

 
 

c. Impact: This will provide an incentive to the NGOs to work hard to 
create the maximum set of visible impact. Hence promote practices of 
transparency, accountability among NGOs and also incentivize them to 
adopt better evaluation practices. 

 
d. Strategy: Some of the NGOs which work with a lot of partner NGOs 
already follow this model of collaborating NGOs for developmental work in 
a particular sector. What is required in this case is formation of a 
monitoring body which would closely watch the activities of such 
collaborated NGOs. Such a monitoring agency should be a part of the 
district follow up body. On observing the activities of such NGOs for a 
stipulated time period this body should convey the relevant information to 
the central agency and the organization allowed to separate out can now be 
eligible to apply for independent grants.  
 
 
 
 
 
 
 
 
 
 
 
 
Collaborated NGOs  
A, B, and C                  Collaborated NGO A and B                         
                                                                             and separated NGO C  

      
 
 
6. a. Target: To address the issue of compulsory accreditation of all            
NGOs 

 
b. Recommendation: To set up a national accreditation council and also 
give recognition to existing accreditation organizations like Credibility 
Alliance or Give India. 

 
c. Impact: This will answer the issue of transparency and        
accountability by NGOs. It will also give donors the trust to donate to 
accredited NGOs. 

NGO A 

NGO B 

NGO C 

NGO A 

NGO C 

NGO B 
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d. Strategy: Considering such an attempt has already been taken before, it 
is better to review the failure of such attempts. The Council should contain 
members from the voluntary sector as well as central and state ministries 
either in equal proportion or VOs in majority. It should have criteria for 
selection of members of voluntary organizations. The accreditation council 
should clearly state the benefits of accreditation like getting an upper hand 
in proposal selection for grant or getting a prior approval or registration in 
FCRA in 2 months rather than the usual process of 3 months. The 
organizations queuing up for accreditation must be clear about such 
benefits rather than additional compliances with the law, failure of which 
will involve penalties. 
The Council should also give recognition to Credibility Alliance, or Give 
India or others as even these organizations are doing a wonderful job. The 
Council will serve more as a purpose of providing accreditation to the 
grassroot NGOs which do not possess the funds to get accredited by say 
Credibility Alliance. 
 
 
 
 
 
 

 
8. a. Target: To keep a track of the number of NGOs existing in the country 

 
b. Recommendation: To develop an online database of NGOs  

 
c. Impact: The process will help keep track of the number of NGOs 
operating in the country and also weed out the dormant unregistered NGO. 
This is a better process than initiating a new process of registration for all 
NGOs as it could widen the scope of corruption. 

 
d. Strategy: It is very difficult to keep track of the number of NGOs 

manually given the duplication of data i.e. a particular NGO may be 
registered both as a trust and a society or it may be registered as a trust 
under 2 states.  
Registration process should start with district level bodies. Each such body 
should maintain an online database of all existing NGOs in the district, 
taking details of its registration. Similar attempts by all districts will take 
care of duplication of registration and hence answer all problems of lack of 
a database of NGOs. This will also weed out the unregistered NGOs. 

 
 
 
 
 

 Uncertified 

NGO 

Credibility 
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NGO 

Web portal Facilitating 

counting of 
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the country 
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8. a. Target: To have a centralized data management system with the Income 
Tax Authority and the Home Ministry 

 
b. Recommendation: To develop an online database of the NGOs registered 
with the Income Tax Authorities and under FCRA. The online system should 
identify at once the defaulters and penalize accordingly. 
 
c. Impact: There are NGOs which still manage to fly away by not filing 
returns. This will keep a check on such activities. 

 
d. Strategy: IT professionals need to be recruited to bring about such a 
system. 

 
 
 
 

 
 
 
 
 

9. a. Target: To address the issue of information dissemination to the grass 
root NGOs. 

 
b. Recommendation: To disseminate information through the district level 
bodies regarding the changes in laws, new bills passed and also deadlines of 
submission of records. The district level bodies should have computer centres 
with internet access so as to facilitate local NGOs to have access to all relevant 
information. 

 
c. Impact: This procedure will greatly benefit NGOs especially grass root ones 
who often miss deadlines because of unawareness. Relevant changes in law 
need to be communicated to them through the district level bodies. The key 
NGOs identified in each sector in each state would also have sufficient input in 
feeding information into the local bodies. 

 
d. Strategy: Such information should be fed into the local bodies through the 
Central Agency and the key NGOs identified in each sector. 

 
 
 
 
 
 
 
 
 

Web portal Identifying 

defaulters in 

filing annual 

reports 

District 

level bodies 

Key NGOs in 

each sector at 

state level 

Local grass 

root 

organizations 



Copyright © 2013 Rakshak Foundation. All Rights Reserved.                               P a g e  | 73 
  

 
 
 

10 a. Target: To address the issue of bringing back the identity of the sector. 
 

b. Recommendation: To organize small scale gatherings in districts say 
every 6 months where all voluntary organizations working in the concerned 
district would get together and speak of their contributions to the society in 
the past 6 months. 

 
c. Impact: Many rich sports clubs, hospitals, schools, private hospitals are 
part of the voluntary sector and hence the identity of the organizations 
involved in genuine work has somehow got covered under layers of dust. It is 
very important to convey the contributions of the organizations to the people. 
Such gatherings would not only serve the purpose of restoring the identity of 
the sector but also help in uniting the organizations which often feel alienated 
from each other. 
Bringing back identity of the sector would also address twin problems of 
paucity of funds flowing to the sector and also give further flexibility to NGOs 
in choosing donors rather than getting trapped in pre designed projects with 
restricted resources. 

 
d. Strategy: District level bodies should help in the organizations of such 
gatherings. 

 
 
 
 
  
 
 

11. a. Target: To address the concerns of grassroot organizations 
 

b. Recommendation: To organize small scale seminars for discussion of 
major concerns of the local organization. 

 
c. Impact: Concerns and worries of small NGOs would be answered. 

 
d. Strategy: Major concerns noted at these discussions would be conveyed to 
the key NGOs identified in each sector in each state. The big NGOs should 
communicate all these worries relevant to its sector to the representatives 
from each state in the Central Agency. 
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12. a. Target: To address the issue of rich sports clubs and private hospitals 
and colleges being registered under Societies’ Registration Act, 1860. 

 
b. Recommendation: In order to give recognition to the NGOs engaged in 
developmental work, it is very essential to have a separate registration for 
these so called non profits because they tarnish the image of the voluntary 
sector in India. 
 
c. Impact: This would bring back the identity of the sector and not allow the 
big ‘nonprofits’ to overshadow the contributions of the NGOs engaged in 
phenomenal work 
 
d. Strategy: A separate Act should be passed involving the registration of 
private colleges, hospitals, and sports clubs. Their registration under the 
Societies’ Registration Act should be cancelled. 

 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
13. a. Target: To inculcate a spirit of social entrepreneurship in the youth of 
tomorrow 
 
b. Recommendation: A text on the various contributions of the voluntary 
sector in India could be introduced in the syllabus in schools.  
 
c. Impact: This will not only drive into the minds of the people the 
contributions of the genuine NGOs towards the development of the society 
but also inculcate a spirit of social entrepreneurship in students which is very 
important for the future of philanthropy in India. 
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Through the above recommendations, the following model is proposed: 
A hypothetical country with 2 states each with 2 districts. (For 
simplicity, 2 sectors Education and Health is considered) 
 

 
                                                 

          
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Key NGO:                       Key NGO: 
 
Education: NGO A      Education: NGO C 
 
Health: NGO B      Health: NGO D 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

Central Agency composed 

of public sector, private 

players and the voluntary 

sector 

State 1 State 2 

District 
1 

District 

2 
District 

1 

District 

2 

District 

level 

body 

District 

level 

body 

 

District 

level 

body 

 

District 

level 

body 

 

Proposed Model: 

1. A Central Agency involving the 

public, private, and Voluntary 

sector 

2. An NGO in each sector in each 

state is identified to 

disseminate information to all 

other NGOs in the same sector 

3. District level bodies acting as 

watch dogs of local grassroot 

organisations 
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6. Conclusion 

 
 
 
India is often projected as the new rising super power. When Hillary Clinton 
visited India in 2009, she said, ‘I consider India not just a regional power, but a 
global power.' Following the success of economic liberalization in the 1990s, 
which generated growth rates in excess of 8% and a rising middle class, 
expectations have grown that India might become a superpower. But deep fault 
lines exist within the society. 
 
As India aims for a two digit growth rate, 40% Indians aim to manage two square 
meal a day. 
People living below the poverty line struggle to see the light of the day, struggle 
to see a new dawn, a new day which will give them access to health services, 
education, clean water, sanitation, a clean environment and so on. 
 
 

Table 5 :  India Economic Forecast14 

% 2012 2013 2014 2015 2016 

GDP Growth 7.80% 8.30% 8.40% 8.50% 8.60% 

Industrial Production Growth 6.00% 7.50% 7.90% 7.90% 7.90% 

Unemployment Rate 9.80% 9.60% 9.30% 8.90% 9.90% 

Consumer Price Inflation 8.50% 8.40% 7.90% 7.50% 6.70% 

Short-term Interbank Rate 9.90% 9.30% 12.00% 11.80% 11.80% 

Government Balance (% of GDP) -0.052 -4.70% -5% -4.30% -3.90% 

 
 
Aren’t these people part of India too? As we embark on a new journey shouldn’t 
we take them along with us too? 
 
It could be accepted to some extent the Government cannot reach each and every 
individual. But wasn’t Societies Registration Act formed for this reason i.e. to give 
birth to such organizations which would fulfill this gap in delivery of services? 
 
It is indeed high time the voluntary sector gathers itself up and fulfils the purpose 
of its very existence. 
 
What India greatly lacks is an efficient monitoring system. Inherent weaknesses 

                                                           
14

 Economist Intelligence Unit as of Dec 1st 2011 
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of monitoring structures give way to corruption and malpractices in every 
sphere. 
 
The above recommendations along with the National Policy on the Voluntary 
sector if implemented would no doubt rectify the existing system to a certain 
extent.  
 
The Government and the voluntary sector must learn to complement each other’s 
work and not substitute it. 
 
To end the report on a positive note, social entrepreneurship is an emerging 
phenomenon in India. Many young men and women are interested in the social 
sector and working on financially sustainable models. Even though discussion of 
such models is beyond the scope of this project, it can only be hoped such young 
blood bring back energy, enthusiasm, honesty and passion into the sector. 
 
The voluntary sector needs selfless people, people whose biggest rewards are 
smiles on the faces of poor villagers. 
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9. Appendix A 
 
Meetings and Interviews 
 
Date: 23rd May 
 
Discussion: 
  

1. Discussion about the project and what is needed to be done 
2. The highest number of NGOs is operating in India  
3. To study the entire economics of grants to NGOs 
4.  Definition and meaning of FCRA 
5. Misuse of funds mostly by NGOs operating in the religion sector 
6. To file RTIs to get relevant information from the Ministries. 
7.  Direction of proceeding with the project 
8. To find out objective criteria to evaluate different NGOs. 

 
Actions before next discussion: 
 

1. To go through Ministry of Home Affairs and find out about FCRA-prior 
permissions and registrations. 

2. To frame RTI questions  
3. To create a directory structure of top 30 NGOs-areas in which they are 

operating-work they are engaged in 
4. To find out the easy ways to make NGOs accountable. 

 
 
Date: 26th May 
 
Discussion: 
  

1. Reframing of RTI Questions 
2.  80G Certification 
3. Purpose behind setting up of NGOs-Tax exemption, money laundering 

or propagation of religion activities. 
4 Compare accountability & monitoring of NGOs across the world 
5. What are the things going wrong in our country? Do we need a 

different classification, is the ministry looking into activities of NGOs 
adequately staffed? 
 

Actions before next discussion: 
 
       1. Create a directory structure of different NGOs-their area of operation,  

people on board, annual budget, activities, funding. 
       2. Find out the ministry looking into the activities of the NGOs and look 
  into its administrative functions. 
       3.  Read about difference between NGOs and NPOs 
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Date: June 10 
 
Discussion: 
 

1. Mentor asked to focus on the preparation of NGO database  
2. He gave a list of parameters to look for each NGO  
3. He said to work on a policy so that deserving NGOs come into the main 

stream so that it is possible for donors to easily identify them.  
4. He said to devise means to identify the NGOs who haven’t filed reports 

for three years and make provisions for cancellation of their NGO 
status..  

 
Action Items before next discussion, please include timeline: 
 

1. Work hard on NGO Excel Sheet to complete a minimum of 50 

NGOs[next 3-4 days]  

 
 
Date: 31st May 
 
Discussions:  
 

1. Reframing of RTI Questions 
2. Also file RTI to CBI asking Out of the blacklisted NGOs how many were 

referred to the Central Bureau of Investigation (CBI) and against how 
many were First Information Reports (FIRs) launched? 

3. Also to find out if India has 40 lakh NGOs, how many officers/people 
are responsible in the Government of India to look into the matters 
involving these NGOs? Which Ministry of the Government of India is 
specifically involved in this regard? 
 

Actions before next discussion:  
 

1. Corrected RTIs 
 
 
Date: 30th June 
 
Discussion:  
 

1. To focus on problems faced by a voluntary organization while 
operating in the legislative framework of the country. 

2.  What are the positive qualities an NGO should have with regard to 
good governance, self regulation, reach, impact evaluation etc 

3. Work on executive summary, make it more engaging. 
4. Midterm report formatting changes. 
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5.  Focus on impact evaluation by the NGOs 
 
 
Action before next discussion: 
 

1. Upload RTI and Reference folder 
2. Make Changes in Mid Term report 
3. Upload Excel sheet 

 
 
Date: July 7 
 
Discussion:  
 

1. To upload annual reports of surveyed NGOs 
2. To follow up replies of RTIs 
3. To continue working on report after 16th July 
4. To include a section on how to start an NGO 

 
 
Action before next discussion: To come up with the best possible final 
report 
 
 
Field Visit Reports: 
 
Person met: Itishree Sahoo, Program Officer, Action Aid India 
 
Discussion:  

1. Came to know about the problems faced by an organization while 
operating in the stringent legislative framework in India 

2. Came to know more about the problems of transparency and 
accountability in the sector 

3. Came to know about the perspective of the Government behind 
tightening of noose around the voluntary sector 

 
Person met: Ma’am Jyotsna 
 
Discussion:  
 

1.  Clearer about the stand of the Government and the stand of the 
voluntary sector 

2.  Promote activities by the voluntary sector, need for unity and 
lessening of        competitiveness and showcasing professionalism. 
3. A very comprehensive overview of the voluntary sector. 
4. Need for self certification 
5. Need for selfless people in the sector 
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6. Problem of NGOs become donor oriented 
7. Serious staff constraint in the Government offices 

 
 
 
Person met: Ma’am Selvi, Executive Director, Credibility Alliance 
 
Discussion:  
 

1. To get details about the process of accreditation 
2. Problems in making the process universal 
3. Came to know about the demands of Credibility Alliance from the 

Government 
4. Came to know about workshops which are organized on capacity 

building to spread awareness about Credibility Alliance 
5. Came to know about the efforts of Credibility Alliance to enable 

grassroot organizations to get accredited. 
 
Visited Help Age India 
 
Discussion:  
 

1. Talked about the Multi Registration Societies’ Bill and the direct tax 
code which are already outlined in the main body above 

 
Person Met: Ma’am Pallavi 
 
Discussion:  
 

1. Problem of skill gap in the voluntary sector 
2. Problem of maintaining a permanent workforce 
3. Discussed how problems of FDI, Global Recession, India as a rising 

power and India as a donor pose threats to the voluntary sector. 
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Appendix B:  
 
 Background Information 
 
NGOs or Non Government Organizations are recognized as a legally constituted 

corporation working independently of the government usually in arenas like 

human rights, humanitarian action, social justice and development and other 

areas of public welfare. Below we have the type of activities usually undertaken 

by NGOs. 
 
Precisely NGOs can also be defined as ‘exogenous or indigenous voluntary 

private non-profit organizations that are engaged in relief, rehabilitation and 

development programs using finance raised from voluntary, private sources, 

and donor agencies and managing themselves autonomously at local, national 

and/or international levels’. 

It must be remembered nonprofit does not mean the organization cannot 

generate profit, rather it means profit if any should be ploughed back to the 

system and not to be distributed by way of dividends to its members. 

 

Type of Activities of NGOs 
 

Age Care Health 
  

Agriculture HIV/AIDS 
  

Animal Welfare Housing and Slums 
  

Art & Craft Micro Finance 
  

Children Population 
  

Cities Poverty 
  

Community Development Rural Transformation 
  

Culture and Heritage Tribal Peoples 
  

Disability Waste Management 
  

Disaster Management Water 
  

Education Women 
  

Environment Others 
   
Note: This is not an exhaustive list. 

 
Table 6: Activities of NGOs 
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NGOs usually play a hand in the horizon of delivery of action to people in distress, 

organization of people advocacy and public campaigns in social transformation. 
 
NGOs are sometimes referred to as voluntary, non-profit or civil society. The 

difference in nomenclature is mainly on account of tradition or culture rather 

than descriptive or analytical difference. 

 

For example, ‘‘nonprofit organization’’ is frequently used in the USA, where 

citizen organizations are rewarded with fiscal benefits if they show that they are 

not commercial, or profit-making entities and work for the public good. In the UK, 

‘‘voluntary organization’’ or ‘‘charity’’ is commonly used, following a long 

tradition of volunteering and voluntary work that has been informed by Christian 

values. Finally, the term ‘‘NGO’’ tends to be used in relation to international or 

‘‘developing’’ country work, since its origin lies in the formation of the United 

Nations in 1945, when the designation ‘‘non-governmental organization’’ was 

awarded to certain international non-state organizations that were given 

consultative status in UN activities. 
 
The UN has preferred the usage of NGO as any non-profit, voluntary citizens’ 
group that is organized on a local, national and international level. Task oriented 
and driven by people with a common interest, NGOs perform a variety of service 
and humanitarian functions, bring citizen concerns to governments, advocate and 
monitor policies and encourage political participation through provision of 
information. Some are organized around the specific issues, such as human 
rights, environment and health. They provide analysis and expertise serve as 
early warning mechanisms and help monitor and implement international 
agreement 
 
The World Bank defines civil society as a “wide array of non governmental and 
not for profit organizations that have a presence in public life, expressing the 
interests and values of their members others, based on ethical, cultural, political, 
scientific, religious or philanthropic considerations. CSOs (Civil Society 
Organizations) therefore refer to a wide array of organizations: community 
groups, NGOs, labor unions, indigenous groups, charitable organizations, and 
faith based organizations, professional associations and foundations. 
 
It is indeed difficult to define an NGO. NGOs are diverse organizations and it is a 

challenge to generalize them. They may be small informal groups or even 

established formal agencies, bureaucratic or flexible, externally funded or locally 

mobilize resources. 
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 Global rise of NGOs 

 
We find the rise of NGOs internationally in the late 1980s.NGOs have long been 

celebrated since then as an answer to long standing problems of corrupt, 

inefficient governments. In the era of liberalization and structural adjustments, 

NGOs were seen as cost effective solutions of catering to the poor society.  
NGOs also flourished when philanthropic activities were on the rise in the 19th 
century.  
The rise of NGOs was all the more celebrated when NGOs did operate in landscapes 

where the government did not and they achieved tremendous successes  
The economic crisis of mammoth inflation 1973 and changing context of 

globalisation and liberalisation crashed the dream of Governments to provide 

universal, institutional care to all sections of the society. Hence Governments 

with limited powers let NGOs flourish.  
Another reason for the growth of NGOs is the recognition of the development role 

of civil society who had the ability to bridge the gap between the advantaged and 

the disadvantaged.  
Often mentioned another reason is also the focus on military regimes as NGOs 

often in the past helped to solve problems unemployment.  
Also the ‘New Policy Agenda of good governance’ post cold war period in 1989 

gave renewed prominence to NGOs. NGOs can also be viewed as manifestation of 

the changing perspectives about the role of the government. The growth of NGOs 

can directly be attributed toward its ease of reaching the poorest sections who 

cannot be directly reached through markets. 

 
 History of NGOs in India: 

 
India has a long history of civil society based on the concepts of daana (giving) 

and seva (service).During the second half of the 19th century, nationalist 
consciousness spread across India and numerous organizations were established 
during this period like Friend-in-Need Society (1858), Prathana Samaj (1864), 
Satya Shodhan Samaj (1873), Arya Samaj (1875), the National Council for 
Women in India (1875), and the Indian National Conference (1887). 
 
Christian trusts and missionaries were mostly in operation in India working for 
the upliftment of the poor until the establishment of Servants of India, a secular 
NGO in 1905. 
 
After independence the Government of India recognised the need to cater to the 
disadvantaged sections of the society and hence stated in its first five year plan 
“Any plan for social and economic regeneration should take into account the 
services rendered by these agencies and the state should give them maximum 
cooperation in strengthening their efforts.”  
The Central Social Welfare Board, National Community Development Program 
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and the National Extension Service and Association for Voluntary Agencies for 
Rural Development (AVARD) was some of the early attempts to promote social 
welfare and citizen participation in the 1950s. 
 
As a response to the political tension, increasing concern for the marginalised 
sections of our society and not to leave out the era of structural adjustment, NGOs 
were on the rise in the 1990s. 
 
The history of voluntary organisations in India can be divided into several phases 

starting from the first half of the 19th century. 

  
Phase 1: The Charter Act 1813 removed all restrictions on missionary activities 

in India and provided for the maintenance and support of a Church establishment 

in British India. This led to the expansionary of missionary work in India in a big 

way. It is true the primary objective of these missionaries has always been spread 

of faith, nevertheless we cannot ignore the the service they have rendered to the 

society even though it had been to achieve their main objective. 
 
Phase 2: This era coincides with the consolidation of British Rule in India. 

Systematic plundering of resources, creation of communication linkages, 

establishment of cotton and jute mills, and spread of English language brought 

the intellectual people together. The spread of national consciousness and self 

help emerged as the primary focus of socio-political movements. 
 
Phase 3: The foremost factor has been the successful channelization of the 

voluntary spirit for political action and mass mobilisation for the struggle of 

independence. Also another factor contributing to the growth of voluntary sector 

was Gandhi’s initiation of ‘constructive work’ away from active politics. 
 
Phase 4: The work of the NGOs was further spread in this phase with institutions 

in education and health being set up. 
 
Phase 5: In this phase the development model was criticized and the approach to 

development and the trickledown theory came under glare. In this era of political 

instability and economic stagnation, vision for integrated and alternative rural 

development resurfaced. 
 
Phase 6: In this period more focused work took place with target groups, 

landless labours, tribals, small farmers, women, scheduled class and tribes in 

sectors like health, education, literacy and agriculture. 

 

Phase 7: This was the period which also witnessed growth in sectors in training, 

research, advocacy, documentation, legal aid, women’s development, 

environment, forestry, droughts, floods, deforestation, bonded labour etc 
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 How to start an NGO in India? 

 
 

 
 In India, one may register an NGO under any of the following Acts: 

 Indian Trusts Act: A Charitable Trust is not legally obliged to obtain 
registration; unless the Trust wants to claim income tax 
exemptions or is based in a state that is governed by the Public 
Trusts Act, such as Maharashtra. 

 Societies Registration Act: A society can be formed by a group of 
seven or more people. Its formation is more complicated than that 
of a trust, but it also affords more flexibility in terms of regulations.  

 Companies Act: An association that is formed for the promotion of 
art, science, commerce, religion or charity can be registered as a 
company but its members cannot be paid a dividend. All profits 
should be utilized for furthering the objectives of the company. 

As a case study Guidelines for registration of societies is discussed: 

http://www.delhi.gov.in/wps/wcm/connect/98f8250046a2ddbd902e915d9
d3d91ee/Registration+of+Societies.pdf?MOD=AJPERES&lmod=1899298285 

 According to the Act, any seven or more persons associated for any 
Literary, Scientific, or Charitable purpose, may, by subscribing their 
names to a Memorandum of Association and filing the same with the 
Registrar of Societies form themselves into a Society under the Societies 
Registration Act, 1860. 

The Memorandum of Association shall contain the following details e.g.:-  

• The name of the society;  

• The objects of the society;  

• The names, addresses, and occupations of the governors, council, 
directors, committee, or other governing body to whom by the rules of 
the society, the management of its affairs is entrusted.  

A copy of the rules and regulations of the society, certified to be a correct 
copy by not less than three of the members of the governing body, shall 
be filed with the memorandum of association. 

 

 

http://www.delhi.gov.in/wps/wcm/connect/98f8250046a2ddbd902e915d9d3d91ee/Registration+of+Societies.pdf?MOD=AJPERES&lmod=1899298285
http://www.delhi.gov.in/wps/wcm/connect/98f8250046a2ddbd902e915d9d3d91ee/Registration+of+Societies.pdf?MOD=AJPERES&lmod=1899298285
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Registration can be done either at the state level (i.e., in the office of the Registrar 

of Societies) or at the district level (in the office of the District Magistrate or the 

local office of the Registrar of Societies) 

 

The procedure varies from state to state. However generally the application 

should be submitted together with: (a) memorandum of association and rules 

and regulations; (b) consent letters of all the members of the managing 

committee; (c) authority letter duly signed by all the members of the managing 

committee; (d) an affidavit sworn by the president or secretary of the society on 

non-judicial stamp paper of Rs.20-/, together with a court fee stamp; and (e) a 

declaration by the members of the managing committee that the funds of the 

society will be used only for the purpose of furthering the aims and objects of the 

society. 

 

 Trust: The Charitable Trust is mainly a transfer of property deed 
for charitable purposes in favor of mentioned beneficiaries 

Requirements for the Charitable Trust  
 
At least one person Settlor (One who is forming the trust) 
At least one person as Trustee ( Settlor and Trustee may be same 
person) 
At least one person as witness 
Some property to form trust (Generally Rs.1000.00) 
 
Documents we need 

http://www.karmayog.org/startanngo/startanngo_10607.htm 
 
ID Proof of Settlor, Trustee, and Witness. 
Water bill or House tax receipt as address proof of Regd. Office of 
Trust 
Charitable Trust Deed on stamp paper. 
Signed Authority Letter  

Different states in India have different Trusts Acts in force, which 
govern the trusts in the state; in the absence of a Trusts Act in any 
particular state or territory the general principles of the Indian 
Trusts Act 1882 are applied. 
 
The main instrument of any public charitable trust is the trust 
deed, wherein the aims and objects and mode of management (of 
the trust) should be enshrined. In every trust deed, the minimum 
and maximum number of trustees has to be specified. 

http://www.karmayog.org/startanngo/startanngo_10607.htm
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 The trust deed should clearly spell out the aims and objects of the 
trust, how the trust should be managed, how other trustees may be 
appointed or removed, etc. The trust deed should be signed by both 
the settlor/s and trustee/s in the presence of two witnesses. The 
trust deed should be executed on non-judicial stamp paper, the 
value of which would depend on the valuation of the trust 
property.  

 A trust needs a minimum of two trustees; there is no upper limit to 
the number of trustees. The Board of Management comprises the 
trustees.  
 
Application for Registration:  
The application for registration should be made to the official 
having jurisdiction over the region in which the trust is sought to 
be registered. 
 
After providing details (in the form) regarding designation by 
which the public trust shall be known, names of trustees, mode of 
succession, etc., the applicant has to affix a court fee stamp of Rs.2/- 
to the form and pay a very nominal registration fee which may 
range from Rs.3/- to Rs.25/-, depending on the value of the trust 
property.  
 
The application form should be signed by the applicant before the 
regional officer or superintendent of the regional office of the 
charity commissioner or a notary. The application form should be 
submitted, together with a copy of the trust deed.  
 
Two other documents which should be submitted at the time of 
making an application for registration are affidavit and consent 
letter.  

 Section 25 Company: 

To register a section 25 company, applicant is required to file Form 
1A for name availability. Once the name is approved/made 
available, there is a further requirement of obtaining a license for a 
Section 25 Company, for which Form 24 A is to be filed in order to 
obtain a license for such company. After obtaining license number, 
applicant can proceed further to incorporate a company by filing e 
forms 1, 18 and 32.  

http://www.mca.gov.in/MCA21/RegisterNewComp.html 

 

http://www.mca.gov.in/MCA21/RegisterNewComp.html
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Key Conditions: 
  
•  
 
•  
 
•  
 
•  
 
 

 
•   

Profit or Income of the Company shall be applied for the promotion of the 
mainobject 
Declaration of dividend or distribution of profit to the promoters is not allowed 
 
No member shall be appointed as a remunerated officer 
 
No remuneration / benefit shall be paid to a member being a servant / officer of 
the Company (except reimbursement of out of pocket expenses, reasonable 
interest on money lent or reasonable rent on the premises) 

 
Subsequent alteration of MoA & AoA requires prior approval of Central Govt. (i.e. 
Regional Director) 

 

Key Requirements: 
  
• Minimum 2 Shareholders (for Private Limited Co.) and 7 Shareholders (for Public 
Limited Co.) 
 
• Minimum 2 Directors (for Private Limited Co.) and 3 Directors (for Public Limited 
Co.) 
 

• The directors and shareholders can be same person 
 
• DIN (Director Identification Number) for all the Directors 
 
• DSC (Digital Signature Certificate) for two of the Directors 

 

Steps involved in formation of Section 25 Company/ Non-Profit organization 
  

Step 

No.  

Steps Timeframe(Working 
days) 

Processing 

1 DSC 2 Documents required: 
Self attested  
 
• Address proof 
• Identity proof 

2 DIN 
 

5 Apply for DIN and get a 
provisional DIN 
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Approved DIN is a pre-
requisite for incorporation 
process 

•  
 
 
•  

Certification/Attestation of  
Director’s personal details 
 
Sending the same to the 
DIN Cell  
and getting it approved 

 

3 Pre- Name Application 
Search 

-- •  
 
 
 
•  

The Promoters have to 
provide 
atleast 6 (Six) names in the 
order  
of priority. 
 
To make an online search 
of 
availability of names as 
desired  
by the Promoters 

 

4 Application for Name 
Availability 

•  
 
 

•  

6 names for the  
proposed Company 
 

Main Object Clause 
 

6 To draft the Main Object 
Clause to be pursued by the 
Company after 
incorporation. 

5 Representations before 
RoC on behalf of 
Promoters 

1 Changes to be made in the 
Name application, if any, 
suggested by the RoC 

6 Application to Regional 
director (RD) for issue of 

License 

35 • Filing of Form 24A 
Attachments: 

•  
•  
•  
 

•  
•  
 
•  
•  
•  
•  
•  
•  
•  

3 Printed Copies of MOA & 
AOA 
List of Directors  
Declaration from a 

practicing Company 
Secretary  
Declaration from 
Promoters  
Consent to act as Directors 
of the Company 
Statement of assets and 
Liabilities  
Statement of proposed 
work 
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•  
•  

Statement of estimated 
Income &  
Expenditure 
Statement of grounds  
Copy of 
advertisement/Public  
Notice 
Power of attorney 
Photocopy of name 
approval  
letter 

 

7 Representations before 
RD in case of any 

objections 

5 Changes to be made in the 
relevant documents, as 

suggested by the RD 

8 Public 
Notice/Advertisement 

3 •  
 
 
•  

With in 7 days of 
application to  
the RD 
 
Shall be published in one 
newspaper in principal 
language of the district 
(district of Registered 
office of the proposed 
Company) and in one 
English newspaper 

 

9 Documents required 
(after issue of license by 
RD) 
•  Printing of Altered 

Memorandum and 
Articles of Association 
(MOA / AOA) 

Other Forms like: 

 
• Form 32 
 
• Form 18 
 
• Form1 
 
• Letter of Authority/PoA 

2 Stamping of documents 
namely: 
 
• Letter of Authority/Power 
of Attorney 
 
• Form1 
 

• Processing of eForms 

10 Final Process: 10 Online uploading of e-Forms 
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•  
 
 
•  

Filing all the above 
documents with the ROC 
 
Follow up with the ROC  
office 

 

•  
 
•  

Payment of Registration 
fees 
 
Collecting the Certificate of 
Incorporation 

 

In case of NPO being a Public Limited Company 

11 Application for 
Certificate of 
Commencent of Business 
•  A Public Limited 

Company, in addition to 
Certificate of 
Incorporation, must 
obtain a Certificate of 
Commencement of 
Business before its 
operation 

 

10 Documentation 

•  
 
 

 
 
•  
 
•  
 
•  
 
•  
 
 

•  

Preparation of Statement in 
lieu of Prospectus (SLP)(If 
the Company is not issuing 

the Prospectus to raise 
funds from general public) 
 
CA certification of SLP 
 
Preparation of Form 20 
 
Consent letter of the 
Auditor 
 
Preparation of Statement of 

Preliminary Expenses 
 
Online filing of eForm 20 

 

 

 

 For 80 G Registration: 

 The NGO has to apply in Form No. 10G As per Annexure - 29 to the 
Commissioner of Income Tax for such registration. Normally this 
approval is granted for 2-3 years. 

http://law.incometaxindia.gov.in/DITTaxmann/IncomeTaxRules/
pdf/itr62Form10G.pdf 

Requirements: 
 
1. Duly registered organization. 

2. The NGO should not have any income which are not exempted, 
such as business income. If, the NGO has business income then it 

http://law.incometaxindia.gov.in/DITTaxmann/IncomeTaxRules/pdf/itr62Form10G.pdf
http://law.incometaxindia.gov.in/DITTaxmann/IncomeTaxRules/pdf/itr62Form10G.pdf
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should maintain separate books of accounts and should not divert 
donations received for the purpose of such business. 

3. The bylaws or objectives of the NGOs should NOT contain any 
provision for spending the income or assets of the NGO for 
purposes other than charitable. 

4. The Organization is not working for the benefit of particular 
religious community or caste. 

5. The NGO maintains regular accounts of its receipts & 
expenditures. 

Documents and information needed: 

1. Name, address and status of applicant, the district/ ward circle 
where assessed/PAN number. 

2. Audited Balance Sheet, Profit& Loss Account or Income& 
Expenditure Account for the latest year and two preceding years. 

3. Formation documents like trust deed, rules & regulation, 
memorandum of association etc. and registration certificate, if any. 

4. Name & Addresses of the persons managing the affairs of the 
association or institution, including those who left the organization 
but were managing the affairs of the association or institution 
during the 3 years preceding the date of application. 

5. Particulars of the activities of the association or institution 
during 3 years preceding the date of application or since inception 
if the association or institution is less than 3 years old. 

6. Such other information as the association or institution may like 

to place. 

7. Signed Authority Letter    

 For FCRA Registration: 

  http://mha.nic.in/fcra/intro/forms.html 

 

http://mha.nic.in/fcra/intro/forms.html
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Under Section 6 of FCRA, it is provided that any organization having a 
definite cultural/ social/ educational/ religious/ economic object shall 
only accept foreign contribution after obtaining FCRA Registration. 

Requirements 

(i) It must be a duly registered organization for charitable purposes. 
(ii) It must agree to receive foreign contribution only through one 
specific bank account. (This is modified now, but even though multiple 
accounts are opened, the accounts should be opened only to receive 
foreign contribution and the FCRA department should be notified 15 
days in advance of opening such accounts.) 
(iii) Organization should have active existence for last three years. 

Documents and information needed 

1. Name, address and status of applicant, the district/ ward circle 
where assessed/PAN number. 

2. Audited Balance Sheet, Profit& Loss Account or Income& 
Expenditure Account for the latest year and all preceding years. 

3. Certified copy of formation documents like trust deed, rules & 
regulation, memorandum of association etc. and registration 
certificate, if any. 

4. Name & Addresses of the persons managing the affairs of the 
organization or institution, including those who left the 
organization but were managing the affairs of the association or 
institution since its inception. 

5. If the association or institution is notified under section 10(23)(C) 
or is approved for the purposes of section 80G, the particulars of 
such approval granted. 

6. If the association is having any parent or sister or subsidiary 
organization, which is registered under the FCRA then the 
registration number along with Ministry of Home Affairs file 
number should be mentioned. 

7. If the association has submitted any application earlier then its 
reference number should be mentioned. 

8. Annual Report specifying activities of the association or institution 
during since its inception. 

9. Copy of any Journal or other publication of the organization. 
10. Copy of resolution of Governing Body of the organization, 

authorizing the registration under FCRA. 
11. Copy of Power of Attorney or the resolution of Governing Body by 

which the Chief Functionary is authorized to submit FCRA 
application. 

12. If the association has received any foreign contribution with or 
without the prior approval of the Central Government, then the 
detail should be given. 
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13. Such other information as the association or institution may like to 
place. 

14. Signed Authority Letter Undertaking letter from the chief 
functionary of organization. 

 

 For FCRA prior approval: 

Associations or an organizations can receive foreign contribution even 
without registration with prior permission from the FCRA department. 
The association or the organization obtains prior permission from the 
FCRA department for each and every foreign contribution. 

Instance in which the Prior Permission is Required/Recommended. 

1. The organization does not have permanent FCRA registration number. 

Requirements 

Same as the normal FCRA registration. 

Additional Documents and information 

1. Details of the beneficiaries and details of the project for which foreign 
contribution is expected. The detail should include narrative as well as 
financial details. 

2. Letter of commitment from the foreign donor agreeing in principle to 
provide funds. 
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“The highest measure of democracy is neither 
the ‘extent of freedom’ nor the ‘extent of 
equality’ but rather the highest measure of 
participation.”  

- A.D. Benoist 
 
 
 

 

Rakshak Foundation creates awareness domestically and 
internationally about the rights and responsibilities of citizens towards 
the society and state. Rakshak engages in and supports social and 
scientific research on public policy and social issues. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

GET INSPIRED IDENTIFY YOUR PASSION GET INVOLVED 
 
 
 
 
 
 
 
Contact: 
 
Email: secretary@rakshakfoundation.org  
Website: www.rakshakfoundation.org 
 
 
 
Disclaimer: This report is an outcome of a stud ent project and the content of this report represents 

the views of its author. Neither the report nor any of its parts represe nt the views of Rakshak 

Foundation and/or any of its affiliates and officials in any capacity whatsoever. The figures and facts 

used in the report are only suggestive and cannot be used to initiate any legal proceedings against 

any person or organizati on. However, the author shall be extremely grateful to acknowledge any 

inaccuracies in the report brought to author’s notice.  
Please email your suggestions or concerns to: hr@rakshakfoundation.org]
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