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NOTES ON TAXATION AND OTHER STATUTES OF
CENTRAL AND STATE GOVERNMENTS AFFECTING
RELIGIOUS & CHARITABLE INSTITUTIONS

I. INCOME TAX ACT, 1961

According to the Income Tax Act the Central Government is
empowered to levy tax on Income earned by the Individuals,
Institutions and other Corporate bodies. The rate of tax and limit of
exemption will be fixed every year while approving the Union Budget.
According to the Constitution of India all income except Agricultural
Income are under the control of the Central Government. Agricultural
Income is taxed by the State Government.

The Income Tax is levied to raise revenue for the Country to
meet the administration expenses and also to provide infrastructural
facilities and social welfare programme for the benefit of the Public.
Religious and Charitable Institutions are also engaged in Social
Welfare Activities and help the Government by establishing
Educational Institutions, Medical Institutions, Orphanages, Social
Welfare Centre, Rural Development Project etc. Hence the Income
Tax Act exempts such institutions from payment of Tax under the
Act. At the same time the Act prescribes certain precautions to make
sure that such exemptions are enjoyed only by genuine Institutions
which are really doing Public Religious and Charitable Activities for
the benefit of the Public.

The obligations of Religious and Charitable Institutions as per
the Income Tax Act, 1961 can be noted in brief as follows:-
A.FORMALITIES FOR EXEMPTION:-

1. Income Tax Registration: Registration with Commissioner of
Income Tax u/s. 12A is compulsory for all Religious and
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Charitable institutions. The Registration should be taken within
one year from the date of establishment. In the case of delayed
applications, registration will be given at the discretion of the
Commissioner from the yerar in which application has been
submitted.

2. Audit by Chartered Accountant: If the total income of an year
(ie. From 15t April to 31t March) exceeds the non taxable limit it
should be audited, and a certificate in From 10B has to be
obtained from the Chartered Accountant.

3. Utilisation of Income, Atleast 85% of the Income of each year
should be utilized for the objects of the Institution during that
year itself.

4. Ifthe utilization is below 85% in an year, then an undertaking to
utilize the deficiency in the succeeding year is be given to the
Assessing Officer along with accounts and Return, before 30"
September.

5. Ifthe excess income is to be set apart for any specific purpose
of utlisation within five years eg: construction of a building etc., it
can be done with the prior approval of the Assessing Officer.

6. If any business is carried on in the course of attaining the
objects of the institution, and if separate set of books are
maintained for that business, income from that business is also
exempt.

7. Income Tax Return along with Chartered Accountants Certificate
is to be submitted every year within 30" September to the
Assessing Officer.

8. Exemption will be withdrawn if the Institution is doing any one of
the following forbidden matters.

(i) If Charitable Institutions spend money for Religious Purposes.

(ii) If the Religious Institution is a private one, and the benefits
are not available to the public.

(iii) If funds of the institutions are deposited in any modes other
than Government institutions or Scheduled or Co-operative banks
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or other approved modes of investment specified by the Income
Tax Act.

(iv) If the constitution of the Institution provides utilization of
Income or funds or property for the benefit of the founder or office
bearer or his/her relatives.

B. EDUCATIONAL & MEDICAL INSTITUTIONS:-

Educational Institutions and medical Institutions working purely
for educational or philanthropic purposes and not for the purposes of
profit are totally exempted if the annual receipts of the institution is
less than Rupees One Crore. If the annual receipts is more than
Rupees One Crore they have to follow all the formalities prescribed
above for Religious and Charitable institutions.

C.DEDUCTION TO DONORS UNDER SECTION 80 - G:-

In addition to exemption allowed to charitable institutions, the
Income Tax Act gives some benefit to the individuals or companies
which gives donation to such charitable institution.

Charitable Institutions should get a Special recognition under
section 80G from the Commissioner of Income Tax. Persons who
donate amount to such recognized institutions will get a deduction of
50% of the amount donated from his taxable income. Religious
Institutions are not eligible to get 80G recognition.

D. TAXDEDUCTIONS AT SOURCE:-

In certain cases our institution has the obligation to deduct
Income tax at source and remit the same to Government.

(1) Salary:-

If the salary paid is above the non-taxable limit, Income Tax
should be deducted at source and the balance amount only can be
given to the employee. The tax liability of each employee is to be
computed after collecting necessary data from the employee every
year.

(2) Contract Work:-

If the contract amount is above Rs. 20,000/- in a year Income
Tax @ 2% + Surcharge if any, + Education Cess should be deducted
from every payment.
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(3) Rent:-

If the Rent Payable for an year exceeds Rs. 1,20,000/- Income
Tax is to be deducted at specified rates from the amount. If we are
getting the Rent for our Rented buildings special certificate should be
collected from Income Tax Officer in order to avoid Tax deduction at
source.

(4) Professional or Technical Fees:-

If the fees paid for Professional or Technical Service is above
Rs. 20,000/- in a year, Tax should be deducted @ 10% + Surcharge
if any, + Education Cess at the time of payment.

(5) Interest:-

If the interest payable on Term deposits is Rs.10,000/- or above
in a year tax is to be deducted at source by the bank. In the case of
Religious and Charitable Institutions Income Tax is exempted and
hence TDS is not necessary. We have to submit From "15G" to that
effect and collect the interest without any deduction. If the interest
amount is more than non-taxable limit special certificate should be
collected from the Assessing Officer for non-deduction of Tax.

(6) Formalities for TDS:-

a) Application should be given to the concerned authorities
and collect the TDS number before starting deduction of Tax at source.

b) The amount deducted as shown above should be remitted
to Government using special challan forms within the specified time
limits.

¢) Quarterly Return should be submitted periodically to the
Income tax Officer and Certificate regarding TDS should be issued to
the party.

E. PERMANENT ACCOUNT NUMBER (PAN):-

All Institutions and Individuals having an Income above the
Non-taxable limit in a year should apply for allotment of Permanent
Account Number and that number should be mentioned in all major
financial transactions in future.

F. ANONYMOUS DONATIONS:-
Finance Act for the year 2006 has made an amendment to the
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Income Tax Act, accordingly Anonymous Donations received by
Educational and Charitable Trusts are taxable at the rate of 30% from
01-04-2006. Hence receipts showing the full details of the Donor should
be kept for all Donations and those details should be recorded in the
books of Accounts of the Institution.

G OBJECT OF GENERAL PUBLIC UTILITY:-

Finance Act 2008 has made a major amendment to the
definition of "Charitable Purpose". As per the amendment 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 or 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.

Il. FOREIGN CONTRIBUTION REGULATION ACT, 1976:-

Public Religious and Charitable Trusts, Institutions, Societies
etc. should observe certain formalities, while they accept donations
from abroad.

A.GENERAL INFORMATIONS:-

(1) "Donations" means, voluntary payments only. Remuneration for
services rendered or value of articles sold do not come under
this act.

(2) "Foreign" means, the origin of the donation must be from foreign
citizens of foreign government or agencies. Donations from In-
dian Citizens abroad from their own source do not come under
this Act.

(3) Foreign Donation include, cash as well as goods.

(4) Foreign Donations include donations received through somebody
else in India, even if it is in Indian Rupees. So, if a Donation
originally from foreign source, passes through many hands in
India, it still continues to be foreign donation for all those
intermediaries until it is finally utilised for the original purpose of
the donation.
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(5) Foreign Donations cannot be accepted by an institution if its name
is given in the declaration in connection with any weekly, daily or
such other periodicals, which are registered with Registrar of
News Paper, Government of India.

B. FOR ACCEPTING DONATIONS:-

(1) Ifthe Institution intends to get donations only once or twice it can
apply for prior permission to the ministry of Home Affairs,
Government of India, New Delhi, under Section 6 (1A) in Form
FC-1A.

(2) Ifthe institution intends to receive donations regularly it is better
to apply for Registration under Section (6) (1) in From FC-8.

Two copies of From FC-8, along with copies of Certificate of
Registration, Memorandum, Rules & Regulations, Brief Note on
activities, copy of Accounts etc. should be forwarded to the Central
Home Ministry, New Delhi for getting Registration.

An SB Account has to be opened with any Bank specifically
for this purpose and the account Number and Name of the Bank has
to be shown in the Form FC-8.

C. AFTER ACCEPTING DONATIONS:-

(1) All donations, received in cash, whether in Indian Rupees,
foreign Currency, or received by cheque, Draft, Money order, etc.
directly or through somebody else, all should be remitted to the
Registered Bank Account.

(2) It can be withdrawn only for utlising for the purpose for which it
was received. F.C. money should not be deposited in other S.B.
Accounts. Only one S.B. Account can be used for Foreign
Contribution by an institution.

(3) It shall not in any event be transferred to any persons of the
following

categories:
i) Politicians.
i) Persons connected with registered newspaper/periodicals.
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iif) Government Servants.
iv) Those specifically prohibited by Govt. of India from accepting
foreign donations.

v) Institution which are not registered with Government of India
under FCRAct.

(4) Separate Cash Book and Ledger should be maintained for
accounts of foreign contribution transactions alone.

(5) Accounts should be kept on financial year basis and it should be
got audited by a Chartered Accountant every year.

(6) From FC-3 along with Audited Statements and Balance Sheet
should be send to the Central Home Ministry within four months
from the end of the year.

(7) Details of interest earned under F.C. Accounts should be shown
in the FC-3 form.

(8) Incase of Donations received in kind, From FC-6 should be kept.

(9) If any assets created out of Foreign Contributions is sold later,
the sale proceeds should be included in the Foreign contribution
Account.

lll. KERALA PLANTATION TAXACT:-

There is no provision for general exemption to Religious and
Charitable Institutions under this Act. Tax is to be paid depending on
the number of standing crops like coconut, arecanut, rubber, coffee,
tea, cardamom, pepper etc. There is a basic exemption of Ten acres
for coconut and Arecanut and five acres for other crops. The areais
fixed based on the number of Trees and not based on the actual area.

IV. KERALA BUILDING TAXACT, 1975:-

New Building constructed in the State are liable to pay tax to
Revenue Authorities once in its life. Section 3(1) of the Act gives
exemption to "Buildings principally used for Religious charitable or
Educational Activities". Hence the Buildings constructed for Religious
and charitable activities will get exemption under this Act. Tahsildar
is the assessing authority, and request for exemption is to be
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submitted to him on receiving any notice in this matter from him.
The Act also prescribes that if there is any dispute regarding exemp-
tion the matter should be decided by the Government.

V. PANCHAYATH OR MUNCIPALITIES ACT:-

The local bodies like corporation, Municipality and Panchayath
are also empowered to levy tax as per the respective acts. The local
bodies charge property tax on buildings situated in the area, The
building of the following categories are clearly exempted:-

a) Buildings used for public worship and

b) Recognized Educational Institutions.

The Buildings used for charitable purpose are also exempted
in certain cases.

VI. CONSTRUCTION WORKERS WELFARE FUND ACT:-

A contribution of one percent of the total expenses for
construction is to be made to construction workers welfare fund by
the owner of the Building. There is no specific provision for exemption
to Religious and Charitable institutions under this Act.

VIl. SERVICE TAX:-

Service Tax @ 12% + Educational Cess is to be collected by
service providers and the amount collected is to be remitted to
Government monthly or Quarterly.

C.J. Romid F.C.A.
Chartered Accountant
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1) Intensive Training in Communications and Media

We the Mananthavady Norbertines are glad to announce a
one-week course for Formators on Communications and Media. It
will be a blend of theory and practice and the participants will be
empowered to integrate communications and media into the
formation practice of the Church.

Course Outline: Communication and Media, Church and
Media: Theoretical Perspectives, Spirituality of Social Communica-
tions, Audio - Visual language, Media Education, Media languages:
Journalism, Film and Internet, Basic Video Production and Editing,
Image Editing in Photoshop, and Basic Animation with Power Point.

Date : 26 April - 2 May 2009

Place : St. Augustine Study House, Bangalore

Seats Available : 20

Fee : Rs. 2500/--

For Details, Please Contact

Rev. Dr. Jose Murickan O.Praem

St. Augustine Study House

Carmelaram P.O., Kasavanahalli

Bangalore - 560035

Tel: 080 -25920481; 28439385; Mob: (0)9986724381.

Email: jmurickan@gmail.com

2. cnolnd®I @RPASIV & VMBI CHICBEE, MIMANOAIIS] -
OV LI CaI$TVIOM GRYAIDYM)ENE,

2009 -10 @GRELIOM AUBHODICRITHS OGRS, BHMIYSAB
@Y, HHATV(S], 221080, Do@ledd af)aT allatEEBFEG3 DAY

(250
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(a1VIBL 10610 : OB HOTMENS; HeeINIlud HTVOOS VY
aifles : Rs 50/-
For copies :
Secretary,
Kerala Catholic Bible Society,
POC, Palarivattom,
Cochin -282025. Ph : 0484 2805897
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PASTORAL CENTRE, DWARAKA

March - 2009
27- March 2
06
07

13-15
14
22-26
27-30
31 April 3

April - 2009

Marriage Preparation Course
Zion CRC : Night Vigil
Zion CRC : Prayer Day,
Christeen Prayer Day
Catechism : Valuation Camp
Jesus Youth : Prayer Day
Zion CRC : Retreat
Marriage Preparation Course
Vocation Camp (Girls)

March 31- April 3 Vocation Camp (Girls)

3
4

48
12
13-15
15-18
19-22

Zion CRC : Night Vigil
Zion CRC : Prayer Day,
Christeen Prayer Day
Marriage Preparation (ourse
EASTER

Catechism : Valuation Camp
Vocation Camp (Boys)
Marriage Preparation (ourse

(252)
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23-26
27-30
30

May - 2009
7
2
34
5
58
912
13-14
15-20
2122
23
2427
2831
29

Christeen : Retreat
Marriage Preparation (ourse
CML Executive and Team Meeting

Diocesan Day, Zion CRC : Night Vigil
Zion CRC Prayer Day
Catechism . Teachers Training 1
Vestition . SH Sisters

CML : Drocesan Camp
Marriage Preparation (ourse
Catechism : Teachers Tratning 17
Zion CRC . Team Retreat
Catechism Teachers Training 177
Catechism : HM PP Conference
Christeen : Retreat

Marriage Preparation (ourse
CML Managing committee

Rev. Fr. Mathew Madapallikunnel
Director, Pastoral Centre

®



2009 Marck

1 Sun 2 Mon..... Pastoral visit : Hassan
3 Tue Morning Thariode : Send off to Teachers
Afternoon Dwaraka : Holy Mass in
St. Alphonsa Church

4 Wed ... Visitors' day
S Thu ... Consultors' Meeting
6 Fri e Out of Station
7 .8at e, Makkiad : Benedictine Ashram
8 Sun 11 Wed ....... Ernakulam : KCBC Labour Commission:

Women's day Celebrations &l Diocesan
KLM Directors Meet
12 Thu 13 Fri ... Out of station

15 Sun  .ivnnnn. Pastoral visit : Kurumani

16 Mon .............. Finance Council

17 Tue .............. Presbyteral council

18 Wed .............. Visitors' day

19 Thu .............. Mananthavady : St. Joseph's Hospital
20 Fri e Out of station

21 Sat 22 Sun ... @Pastoral visit : Manimooly

23 Mon .............. Visitors' day

24 Tue ... Women Religious Local Superiors' Meet
25 Wed .............. Visitors' day

(251)
GD
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26 Thu 27 Fri ...
28 Sat ...
29 Sun ..............
30 Mon ..............
31 Tue ..............
2009 April

1 Wed ...
2 Thu .............
3 Fr
S S8un .
6 Mon .............
7 Tue .o,
9 Thu ...
10 Fri vveeeeenen,
12 Sun ..o
13 Mon 15 Wed
16 Thu  Morning

Afternoon
17 Fri v
18 Sat  Morning

Afternoon
19 Sun  Morning

Afternoon
20 Mon ..............
21 Tue  Morning

Afternoon

2009 @9ad 9f

Out of Station

Emmaus Villa

Pastoral visit : Poolapadam
Visitors' day

Engaged

Visitors' day
Minor Orders of Diocesan Seminarians
Out of Station
Cathedral : Palm Sunday
Cathedral : Death Anniversary of Mar
Emmanuel Pothanamuzhy
Gathering of Seminarians in PG
Cathedral : Maunday Thursday
Cathedral : Good Friday
Cathedral : Easter
Ernakulam : KLM Programmes
Machikolly : Ordination of
Deacon Jerry Onampally
Peruvaka : Convocation:
St. Ann's Juniorate
Out of Station
Thalappuzha : Ordination of
Deacon Vinod PakRRanikuzhiyil
Adackathode: Conclusion of
Parish Jubilee
First Communion
& Confirmation
Chithragiri : Blessing of presbytery
Visitors' day
Muthireri :

Kuttimoola :

First Communion <
Confirmation
Rippon : Holy Mass

GsD
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23 Thu
24 Tri 25 Sat ...
26 Sun  Morning

Afternoon

Evening

27 Mon  Morning
Afternoon

29 Wed Morning

Afternoon

Evening

2009 @9ad 9f

Thonichal : Vestition and First
Profession of SKD Novices
Niravilpuzha : Blessing of Church
Out of station
Thonichal : SKD Synaxis
ChundaRRara : Conclusion of
Parish Jubilee
Beginning of Major
Seminarians' Gathering
Vestition of Major Seminarians
Vanjode : Holy Mass
Chungakunnu : Ordination of
Deacon Santhosh AnakRallil SAC
Dwaraka : Vestition &

First Profession of SABS Novices
Kaniambetta : Blessing of FCC Convent
Conclusion of Major Seminarians’

Gathering
Candidates to the
Minor Seminary

Interview :

®



