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Shri Pranab Wokherjes

Honorable Firncnese Minister of fndia,
Ministry of Finance - North Block:
Newr Delhe

Honourable Shn Mukhernees,

Tax ot Anonymous Donations (Gupt Doaan} Sec. 113 BEC Income Tax Act.

A large number of public charitable trusts/institutions all over India are
contcermied about the subject matier and we most humbly submit before
Hou the following with a request to amernd the Act suatably.

- Summary of the representations alfready sent by large number of
palbdic chanties to the finance ministriy,

Felevar! extract from the 68" Report of the Standing Commiltee on
Finanee (DRPC-2007-2008) submitted to the Loksabha with their
recommendotion on 5. 115BBC.

- Copy of the 134 report of the "commitiee ort petitions” on the
subject matter tuken on record by the Rajyn Sabhoa o Febrory
26,2008

We smcerely request youw to consider (he above before the forthcoming
budget ta be placed in the Parliament in July this year,

We would welcome an opportunity to meet you of your convenisnce in the
interest of large number of Public Charities whe are engoged in laudabile
chcritalbile work in the country.

Looking foruwnrd o hearing from you and to meeting you,
With best regards,

Yours sincerely,
2 f-{ﬂidl.:l%ﬁq o /E

Jarechiurye Shreemad

Vifay Ratna Surindersurisicrjes iz Groce Vineenl M Concesson
Mitharef Sakeh fArchbishop of Delhi) .
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SUMMARY OF REPRESENTATONS BY CHARITABLE TRUSTS

Begarding Tax on Anonymous Donations poder 5.1I5BBC -Income Tax Act.

Corrent Inequoality between wholly chaggitablc trusts and mixed trusis;

The introduction of 5,11 5BBC {effective from the financial vear 2006-2007) adversely affects
wholly charitable trusts. These Trusts are maostly secular organizations working for the
welfare of weaker and needy sections of socicty.

Charitable Trusts: The section provides levy of tax at the highest margina] rate of @ 30 %
plus surcharge on wholly claritable trust/ instétations wWhich are otherwise exempt u/s.10 and/or
u/s. 11 of the Act on therr Gupe Daan,

Religious and Charitable {Mixcd purpose) Trusts: There is no such taxahility for trusts
with mixed objects (both religions and charitable), In this case, anonymous donations arc
taxable only if these are received with specific directions from the donor to use the Funds for

Any unversity or other edocational institution or any hospital or other medical mstitution
run by such trust or instituion,

This creates lack of a level playing field for secular organizations and creates bias against
Chantable Trusts, We request that there is equal application of the law and Charitable

Trusts be exempt for taxation of Gupt Daan in the same way Religious cum Charity trusts
{mixed purpose) are exempt.

Ouly domations to wholly charitable trusiz/institutions are being targeted:

5,115 BBC is based on assumption that all anonymous donation (Gupt Daan) are from

unaccounted money of the donors. This is not true as the donors regard charitable work as a
spiritual duty.

Onily religivas trosts will fourish at the cost of whelly charitable trusts:

The provision will compel wholly chantable trusts to convert into  religious cum charitable

trust or formation of new charities for mixed purposes and abandon their Secular charitable
nafure,

The tmsts/institations doing lsudable work are affected:

The provision also affects those trusis/institutions working with handicapped persons,
widows, children, animal shelters, free medical facilities for the poor cte. who are engaged
in preserving ancicnt Indian texis, yoga, Sanskrit, None of these activities have anything ta

do with capitation fees or running educational institrtions.,
W
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Bona fide Box donations ete. are taxed if the same is collected by _secular tmosts and not
taxed if collected by relizions trosis :

There are large number of genuine charitable tTosts which receive donations through Fund
ralsing programmes or road processions o assist people affected by natural calamitics,
assist needy members of armed forces, box collections, charitable boxes at public places
and shaps, offerings in  domation boxes in satangs, shrines of yogis and other
personalitivs. It is impossible to maintain records of such donors by names and addresses,
These are received  in small amounts from large number of donors in donation boxes for
which no 80 G relief is claimed by the doners and it is impossible for recipient
orgamzations (o maintain the record of the donors by name and address.

To llustrate, even collections for cyclone relief work such as the recent cyclone in - West
Bengal, would be charged with 309 tax plus surcharge if the doners are not identified.

such donations are given by donors on the spot when they are convinced of the
eenlinencss of the end use,

The 68" Beport of the Standing Commitree on Finance (DRPSC-2007-2008)-

In the 68" Repatt submitted to the 14 Loksabha, the Standing Cammittee an Finance
{DEPSC) has amended its carlier report and expressed the view that the philanthropic
actvities, for instance, propagation of yoga, providing succor o the viclims of natural
disasters, Tunning gaushalas, old age homes, orphanages, conservation of environment,
wild apimals ctc. should not be equated and treated at par with activitics ke running
educational instinmions and medical facilities and that the approprate gnidelines be
issned i this regard as (o not to tax these entities,

Upon a petition of Jainacharya Shreemad Vijay Ratnasurindarsuriswarjee, the Rajva
Sabha Committee on Pelilions in its 134™ repor placed in Rajya Sabha on Febroary 26,
2008 has recommended to the government fo cxempt “gupt  daan { anoaymous

donation)” received .by those who are engaged for purposes listed and ensure its end
use.

Gupt Daag for the benefit of the ncedy is religions practice

Every religion preaches gupt daan for the benefit of the needy as a refigious practice. This
plenous radition has been established as a Dharma so that the needy section of the socicny
can be helped, In this context the steps govemment takes should strengthen these charitics

who render yeomen services and expand their reach so that the burden of the government
ofF a welfare state is minimized.

PRAYEH:

8.115BBC ol the income tax Act be reviewed and suitably modified 10 remove the
snomaly stated akove.
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The Comumnitier ane of the wiews had
the computenzation prooramme Besn
cormeHeled  as° per the ariginal
wochedule, the extent of prublem of the
fake PAMN Cands would not have Baen
ter the =xient that ic is today

Adit alter parp 3.52 and renumber Lhe
subasrcquent paras accoad ingls—

Ananymons donalions

The: Committee in their T91h [Eeporct
vn the Widening of Tax Hase and
Lvaision of Tax mecormmmarededd, frder-alin
s [odionas:

"These excmptions/concessions are
heing misused by unscrupulous
elemnants Lo their advantage. Insbances
hawve Been brought to the nolice of
Lt Comamnittee Ehat Somoe of the
prrivate hospitals and oumsing homes
which earn crores of rupecs, have
misused the exemplions provided for
reseands activides. 5i.|'|'|]|:||'1}- LNy af
1he Charitalls irasts which are
otherwise exemnpt from the sococme
lax, miruse the proodisioms o their
advantage.... One way of plugging
this Ioophaole is by moaking the [ling
of dmcceme tax retums . mandatory for
cven such institustions trasts  which
cnjoy such ceempdions,”™

The Fimanee biinister wshile presenting
the Tuadget for e vear 201G-07 on
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the izssue ol tﬂ:l:il'lﬁ cont Elee ArLEN TR
cdhonslions,  stated  iwter-alia  as
folloses—

*The Slanding Committee on Foance
has vwpressed concern thab many
charvitablbe inslitations misuse the
provisions of the lncome Tax Acl T
I:Ir‘-tl;:l-l'.'lﬁ-l'! Lo rII-:'I.lﬁ- (43 o BT ] mi:s-l,u:n;_',
mamely, receiving anomymous or
paeudasymoaas donabions. Accordingly,
| propose that anonymous o
pseudanymous donalions o whally
charitable institutions will be taxed al
the hiphest marginal cate. Such
domalions Ao partly redipiows and
partly charvitable inskitationsf lresls
will e Lsxed only if the donation is
gpecitically far an educalional or
mudical purpose. Howevern 1 make it
clzar thal such coalions b whally
retigious instdtutions and eelipious
trwsts will el T covereek h}' thar oy
prowisian,”

With repard to the issue of beinging

ALVOENII0s aonateness intes Bhe thx nct
represcniatives of Ministry of Finatce,
durimg  the oral evidence held on
26 March, 2008 inler-plia stated as
Tallaves—

“As far as anonvimous dotalions Lo
charitahle imests are conecerned. when
we brought that into the tax oet i
2006 Bodget, it was a very painful
dietision, 1 must say Eers wens a lol
of complaings before that, and the
Hon. Comumeilles bl alsno -::xpn_-ma_'d_
apprehension abaut the miswse of
exemplions pranted  bo various
cducaticenal and haspital inslilubicns

ar



and the laundering of black money
thrmagh these instibutiens. Therefore,
there was an urgency o lake sorne
stegrs Lo ensare that there was no
lnundering., However, the problem
was low Lo desipn the tax provision
s that genoine charities werke not
affected. So, we proposed ol
should Bring ancnymous doenation
under the tax nat, but exempl Lwo
catoporics One relates to musts wehich
are wholly engaped in religious
activitics, So, it somebody poes o a
Blandie and meakes o gupd doon, 3 apffl
ot fa subfect to tax, The second
catepary relates o leusls whbach wne
vitablished  to undertake  bkath
charitnble and religious activilies.
However, many Hmes what happens
iz, people use such brusts (e second
valuguryd s o rowrbe bo pive donation
to educational institutions o haspilals.
i an anunymeus donation has been
given to such trusts with a specific
divectionm that il should b vsedd For
vducational purpoeses or it should be
used in Lhe hospital mon by it theno
that donation becomes taxable. S,
eleclively eny danation given with a
relipious senttment has been kepl ol
uf the purvicw of taxation”

Adit aller para B oio pasrl 1T af the
Leport amd renumber the subsequient
paras accordingly:—

The Corrvmellee aces of The v Hha
the philanthropic activities for
inzlance, propagation of yopga,
providing suveour o Lhe vichinms of
natural dizastess, running goeshelas,
nld  age  homes,  orphanages,

)
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consurvatdom of enviconment, wrild
animalz ele. ane being equated swath
charitable institulions and the entity
voncerned laxed accordinghby. The
Commilless are of the view Lhat fhe
aforernentioned mtivifics should not
be treated on poar with the chaeitabbe
activitivy like providing education and
medical laciibes cto. They therelars,
recommend thal the appropriate
guidelines in this regard be izawced as
to mob tax Lhese entities,

1q 3] For
Without further delay”
Eeardi—
Within six rnonthes,

hexdifications ! Amendimenis made in the draft reprl on the &%th
Fepord un Demands for Grants (200545 of Ministry of Phesing.

e y aa

-m r ]

Modifcations f Amendients rmade in the draft reporl o the
TOth Repoct on Demands for Grants (2008406} of hinistry of
Statistics and Frogramme [mgleemen belion

+w E ha

++ ui iw

Modificaionsf Amendments made in the drall repors on the
7lst Report on Demands for Grants Q00809 of Ministne of
Corporate Afairz
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L = rr



Page 1 of 10

)

LML -3

BAJY A SABHA
COMMITYEE ON PETITIONS

HUNDREDR AND THIRTY FOURTIL REPORT

LB

ETITION PRAYING FOR GRANT OF EXEMPTION TO CERTAIN CATEGORIES
OF CHARITABLE ORGANIZATIONS TROM PAYMENT OF INCOME TAX ON
RECEIFT OF ANONYMOUS DONATIONS

{ Fresented on 269 F, ebrnarny 2009)

RAJYA SABHA SECRETARIAT
NEW DELHI

Fehruary, 2000

it iReport rajya Sabha 26ith Feb2009.hion £/15/ 205
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I, the Chairman of the Conumittee on Petilions, having been authorised by the Comimittee to
sabanit the Keport on its behalf, do hereby present this Hundred and Thidy-fourth Report of the
Committce on the pelilion (Appendix-T) signed by Jainacharva Vijay Ratnasundersuri, camping at 92,
ajaral Vihar, Wikas Marg, Delli-1 10082

INTRODUCTION

30 The petition was admitted by Hon'ble Chairman, Rajys Sabha on 39 April, 2008 under the
provisions of Chapler X of Rules of Procedure and Conduct of Nusiness in Council of Stales, In
weordance with Rule 145 of the said Rules, the petition was reported to the Council on 6 April, 2008

b Seeretary-General after swhich it stood refermed (o the Committee on Petitions for examination and
eporl in terms of Rule 150 iid

2 e its sitting held on LI Tune, 2008, the Committee heard Jainacharya Vijay Rateasundersori
and oihers on the petition. Therealter, the Committes decided to issue n Press Communigué inviting
megestion from individualsiorganizationsfinstitutions on the subject malter of the petition. In response
lheretn, one fakh thineen thousand five hundred forty memoranda were received by the Scerelarial. The
Sepretariat serutinized the memoranda and a gist has been suitably incorporatesd in the report.

27 Subscgucnily, the Committee heard the Secretary, Department of Revenue (Mimstry of Finance)
in 22™ Japuary, 2009 on the issues connecled with the petition. The Committee held internal discussion

1 the subject on 30" January, 2009, It considered the draft Report in ils sitting held on 25" Vebruary,
PJ-.'I"?I and adopted the same.

. For facility of reference and convenience, observations and recomnendations of the Commilice
tave been prinled in bobd letters in the body of the Report.

NEW DELHI M. VENKAlAII NAIDAT

Fehruary 25, 20049 Chairman

Mialgeerea, 1070 (Sakal Committee on Pelitions
{ii}

e G Report rajya Sabha 261h Feb2009 htm 152009
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A petition praying for grant of exemplion to certain catepories ol charitable oreanizations from
eyment of income lax on receipt of anonvmoeus donations was submilted by Ininacharva Vijay
Rutnasundersari. camping at 92, Gujacat Vibae, Vikas Marg, Debhi-110092.

x The pelilioner has drawn the atention of the Council of Slales to the fact that Govermment ol
India had imposed 30&perent; Income Tax on receipt of ancenymous donations (Gupe Daay) received by
charitable organizalion’truses in the Budget of 2006-07. Prom that Financial wear, every charitable
mtitution became liable to pay tax on anonymous donations. According to the petitioner, a large
mmber of charitable institations are devoted to serve the oppressed, neglected and destitnte. Such
mstilutions receive donations in very small deneminations like Bs. 21, BRs.31, Rs 101 and Bs.251 . 2T, 0
suppect their activities. ndia's culture has established cortain human values in which an anonvmous
donntion is not only a persons’ ‘Saaskar' (higher standard of behavior) but histher ripht. The petitioner
| bas therelore contended that in our socicty, the taxation on snomynous denation is unconstitutional and
appeopTinkes,

21 1 has been praved that for the safety, well being and survival of the oppressed and destitute
persons, [or the treatment and care ol lerminally ill patients, and Tor the care and protection of cattle and
ivestock including infirm animals, especially dranght catile and to @anslate the ideas of the
Constilulion, the following charilable organizations may be cxempted from payment of Income Tax on
anoivarons donation received by them:

(a) Chphanope

(B {Hd ape home

{c} MNeat house and cow pen (prejarepoles & gavshele)

{d) Schoal for handicapped and institutions velated 1o 1hem

(&} Hospitals Tor birds and cattle

{1} Institutions which provide free teeatment for cancer and other dleselly discascs

() lnstitutions which provide free shelter 1o oppressed people

(e} Institulions which serve meal free of cast

(i) Ioslilutions which are meant for providing humanitarian assistance in case of natural
calarmily

() Institions which aee related to widow and boyeoticd women.

3. The Mimistry ef Finance (Department of Revenuc), being the nadal Minisiry for the subject-
miller of the petition, in their inital comments, have observed that the intention of section 115R3C of
fe Imcome Tax Act, 1961 is to tax unaccounted money being contributed to charitable entities
cnouflaged in the form of anonyvmous donalions. Under Section [ 15BBC of the Act, anonymous
denations are taxed at the rate of 30&perent;, For this purpose, religious and cheriluble cntitics have
bezn dividied into three cateporics, namely:-

(2} Whaolly relirious cntities
{h) Partly religions and partly churilable entities
{c) Wholly charitable entities

4l Wholly religious entities have been kept outside the purview of Section 113BBC in view ol ihe
wlhigious practice of ‘Gupr Daan” and "handi' contribution. Partly religious and partly charitable entities
vy wlso been exempled in the section except where the ananyinous donation is made to an educational
srmedical institution ron by such entity.

file:¥Ci\Repor! rajya Sabha 261h Feb2009 litm 61 552
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1 The Ministry of Finance {Department of Revenue} further submitted that in the case of wholly
cheriiable entitics, Scction 115BBC requives the donee institution to maintsin a record of the names and
ilresses of 1the donor, otherwise Lhe ceptribution 13 considered as anonymons, The MMintstey urther
adled thal the requirement can easily be complied with by swch institutions. Besides, the donors making
fontributions to notified charitable entities are entitled for deduction under section 860G of the Act from
Ikeic total incomc. Henee, there is no veason why a donor would not like to disclose his identity and
il the deduction, unless his contribution is from unaccounted scurces of inpome. The Ministry
'u lipded that ¢ven olherwize, anonymows donations would only form an insignificant portion of the
[zl eontribution received by a charitable organization.

A The Ministey lurlther sdded that as Section 113BBC seeks (o iniroduce Impspacency in the
Lpsiem of donations made (@ charilable enfilics, cxempling cerain lypes of charilable instiluions from

rambit will dilute the purpose of the provision besides creating avenues for its misuse.

The Committee issucd a Press Release both in print and electronic media to clicil views of the
orgnnizationsindividusls on the petition.  As already stated elscwhere in the Eeport, more than one lakh
Phicteen Mousand orgamizaiionsindividuals submitted their memoranda (o 1he Commiatee. all opposing
evy ol lax on the moncy received by the ten odd categories of wholly chariiable organizations which
were zenetally rum by ordinory Swamis, Fakirs. Mullahs ond Sadfaos.

The Commillee therealler invited the petitioner and olher witnesses vie, S/8hn Nilin Doshi,
'rlpul hodi, Rajendra Joshi, Bhupinder Yaday o hear their views. The points raised by the petitioner
Fnd others dulmg their depasition before the Commiliee are summarized as follows:-

[y Unlike the developed countries, the Covernment of our country cannet provide social
securly Lo cvery citizen due to resource constraint. But our glorious tradition haos
uslablished a system in which the prosperous and well-to-do persons give donations Lo
charitable institutions so that the elderty, handicapped persons, orphanps. sick and infinm
cattle, pel social and life sccurity through thosc mg'mlﬂt:lmt—'.. Such organizations also
undedake relicl and rchabilitation measures in times of natural calamitics. I thesc
entities bave o pay I0&perenl; lax w he Governmenl, there would be negative impact
on their perferming umanistic and philanthropic activitics,

{11} India is a Welfare Siate aml the provisions of our Constilulion viz, s Preamble,
Fundamental Rights and the Direclive Principles ol the Stale Policy enjoio upon the Stale
to sceure social. economic and political justice; Lo initiake messares Tor Gie wellare ol the
people; to secwe the right to work, education, public assistance in cases of
unemployment, old age. sickness and disablement and in other cases of underserved
wanl; i taise the fevel of nutrition, standard of living and to improve public healih; and
tin nrga.nhm agnculiure, snd smimal husbandry., Bul dee o mesoucrce cronch amd
inadequate inlrmstroclure, Stale 1s unable (o achieve the aloresaid objectives to the extent
ter which the Constitution framers would have desired ol 1t Charitable arpanizations
always supplement the Government in performing these [unctions lo some extent in our
Lounloy.,

[EiL) Both from relipious and social angle, anonymous dopations have been given extrem:
immporance in Indian colture. What is described as (Guprt Daer has several virlues and
many donors wish to pgive donations without cxpecting any relumm. Provision of
30&perent; tax will have ncpative and deeisive impact on lhe elliciency of those
instilions.,

(1) It iz ot ahways troe that the anaonymons donation is always donation of unaceounted or

lilet/GAReport tagya Sabha 26th Fob2009 him /152009
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so-catled black money. Fimance binister has commenied thal sech donations may not be
publicized, but the dones showld of lease bhave inlomation reparding the deoor. Flowever,

once lhe pame 15 disclosel, thers may be tempation aon the pact of the donee o publicize

such donation, may be with the intention to persuade or inspire other donors te give such

donations. Ddisclosure of names leads (o moutk: o mouth publicily and deleats the natuce
of donations from being Cupr D,

[} Action needs to be faken ol the peint of generation of black money and the onus bas to be
on the person whoe genermles such money rather than the recipient of such money and
mirre 50 by the well inentioned NGO sectar in the present case. In the present casc, the
onus of taxation 15 on the donee which is against natural jostice and fair play.

[vi} [t is the donors whe should be penalized for having unaceounted income from which
they give donations o chariable trest. Inatead, it is the charitable truats, whe supplemcn!
the efforts of the government in addressing social cause, 13 asked o pay lax of
30&percnt;. Hence, the law showld be modificd to the cxtent thal the amoent applied For
charitable purpose out of anonymous donation, deduction be allowed apd 1he balance
only may be liable to tax. Further, if the charfable trust discloses to the authorities the
names and addresses of the donors, so a3 (o identily them, such donations should oot he
fiable o tax and the donors may be asked to pay the tax on such anoons.

{£.0  The Commilles (herealier heand the Secretary (Revenue), Ministry of Finance. The Conmmnittes,
while noting the written replies of the Deparbnent of Revenue o the questionnaire preparcd by the
Secretariat, mentioned that it bad a negative connotation and far from convineing. The Commilies
ranted to kiow feom the Revenue Secretary, the rationale behind cxempting the wholly religious, parlly
lipions and partly charitable orpanizations from the payvment of income tax on Gupd Doen,  while
wholly charitable organizations engaped in philanthropic activitics like orpbhanages, old age-home,
Dowihaler, Poryrapofes, hospitals for birds & cattle, hospital providing frec treatmenl b the cancer
patients. lepeosy affected persons and mentally reavded, ave taxed at the highest mote of income @x on
Gupt Dhaan eecived by them, under Section 115BBC ol Income Tax Act, 1961, Even the Sixty-eighth
Beport of the Department-related Parliamentary Stancding Commitlee on Finance on the Eemand for
licants (200809 ofF 1he related Minisioy mentionad that non-profic charitable organizations should not
be pquated with the charitable trusts mvalved in peoviding medical and technical education, and making
hiope peofit out of that, Some of the latter catepory of charitable organizations had been misusing the

mecial provision of the Act under the grab of anonvimous or pseudonymous donations snd in the noame
if charity.

5l The Resvenue Secrelary clanfied thal the rationale for mxing whelly charitable organizations is
tased on the presumplion that anonymons denation is unaceounted money and the recipicnt is o be
Ried in case the identity of the donoe @5 oot known.,  Owing to the strong celigious fradilion ol our
auntry, there had not been any occasion to record donations given in Auadi in the temples or other
faces of worship as a result of which wholly religious or partly religious and parlly charitable
woanizations has heen kept completely out of taxation purview. Member (L&C), CBDT and Special
Seretary, Department of Revenue while assisting the Revenue Secrctary added that the earlier liberal
povision in the taxation law was prossly misused by the charitable orpanizations and a lob of
maccounted money pot channelized inw investiment in the name of charity which led to impoesilion of
Mk peeent: income tax on receipt ol anony maous donations received by wholly charitable organizations.

1l According to the Commminee, it is the primary duty of the State w provide welfane services and
ake care of the oppressed and deprived sectionz of the society which it had not bren able o peclorm doe
haeveral reasons, particularly the resource constraints. To fill that zap, philanthropists/philasthropic
stinaticns had been imstroroental in supplamenting the effons of the Government. But the Siale has
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o taxing those cheritable organizations which are engaged in genuine philanthropic activities without
Iy profit motive simply because no religious lag is attached to those instilutions.

The Chairman of the Commiltee observed that the explanation tendered by the Minisity was not
mincing and aceeptable in view ol the resentment expressed by the public apainsl the provision of
stion T1SBBC of lncome Tax Act, 1961 inasmuch as 113540 memoranda were received by 1he
mmittee pleading lor granting exemption (om payment of income-tax on anonymous donations
peeived by the specified calegory of charitable trusts, In that contexd, an argument was put forth tha
renib 1t was presumed that anonymous dosation was black monay, why the Government was bathe red
fz kng a3 that money was used for noble and philanthropic causes therehy supplementing and
amnplementing Governmental elorts. Extending that nc of argument it was suggested that instead of
axing such donation, Governmend should ensure the end-use of zuch FIRHLE Y -

i Some Members wanted to koow detailed information relating to the quantum of black money
(rezrthed during the last one and half vears from the chavitable organizations.

i The Fevenue Secretary while reiterating the official cxplanation behind the inscrtion of Section
{Il¥ BBC, added that as long as a religious orpanization or a partly religious and partly charitalle
Pemzation performed philanthropie activities, the anonymous donation would qualifyy for exemption
{rm Income Tax.  lle also sdded that the problem started when a wholly charitable organization
florming such activities received anonymoos donation, He cxplained that il a person wants to rm an
fosiute for any of those specific purposcs, creation ol a whally religious or partly religious or partly
fraritable institulion for that purpoze would get over the fax probfem because, then, i would be
tricted 1o the notivitics of that institution, If an institution, for any of those purposes listed, is run by a8
Hipious institution or by a partly religious or a partly chariable instioution, then also, they will be
wmpted. However, the Committee was not convineed with the Hne of arpument and felt that sirmply
wause there was oo dumdi or relipious tag, preventing a person from doing pood things was
fanasonable and ieration:l,

§ Obhservations/Recommendations of the Committee

W The gravamen of the petition is that charitable institutions named in the petition, carry out
Kivities aimed at providing care and shelter to the mast neglected sections ol the secicty, namely,
il and infirm persons, orphans, widows, destitute women ete. Such instilutions also provide free
tlment to persons afflicled with deadly diseases like cancer; provide food and shelter to the
incless, Besides, rendering humanitavian services in natoral calamitics and disasters, these
aritable vrganizations also take care of the sick and infirm animals, milch and draught eattle
ol sick birds. The Commitice notes that these vrganizations perfurm the tasks which the
Lvernment had oot been able to perform o the desired extent due 1o several reasoens,
jarticularly the resource constraints and lack of infrastructure. The activitics of the charitable
nizations are funded through small donations given by individuals, which, in keeping with onr
llural traditions and ancient heritage, are mostly anonymons. If such donations are faxed af
perent;, then the activilics of those organizations would suffer a severe set back. The
irvernment has been taxing those charitalile organizations which are Jdoing  senuine
ﬁlinlhmpic activitics without any profit motive simply because no religions tag is attached to
& institutions and alse o feandi was availablc to collect small donations,

2 The Committee observed that as part of ancient Indian collural herilage, many
danthrapic activities are being carricd on by charitable vrgapizations. 1t is a cammon pracies
it every charitable organization kceps a donation box and the visitors drop some amount in that

depending upon one's capacity. Even in aircrafis and big retail stares, donation hoxes are
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Lept Lo colleet money for charitable and homanitarian causes. Placing of donation hoxes is

somneon sight particulacly in chemnists' shops and pharmacics. 1t is in public knowledge that such

donation boxes are opened Tollowing a well laid down procedure and the proceeds so collected is a
yery god seures of income for the trust,

'3 The Comnittee has noticed that people donate Tor nable cavses without giving their pames,
irrespective of their source and it therefore cannaot e concluded that every anenymous donation is
enm unacconnted source. It is also guite likely that people ay donate from their regular income
ind vet not disclose their identity. There are several philanthropic organizations known o have
done veoman's service alongside governmental agencies during natural disasters, which have been
acelnimed worldwide. As per Government's policy, these organizations are oot granted subsidies.
The Committee is of the view thaf it is primary duty of the Governmenl Lo support such
irzankeations, il not direetly, at least indircetly. Taxing such proceeds as anenymous donation at
the highest marginal rate is not justified.

T4 The Committee noticed that instanees af misuse of exemption provision as submitted by the
Bepartment of Revenue pertain mostly to edocational institutions and other to real estate. Nod 2
single ense pertaing to the categories of charitable arganizations for which exempiion has been
sught. In the Ministry's own admission, it is premature to comment on the effectivencss of
hection 11SBBC, which vindicates the stand taken by the petitioner and endorsed by the
Committee that bringing anonymous donation or gapd dean to charitable organizztions wilthin the
bx nek iy not justificl and soch donations deserve exemption. In facl the inforimation provided
by the Ministry jostify the provisions of Scction 115BBC which does not grant -Elempt'mli to a
partly religinus and partly eharitable arpantzation recciving anonymons donations for educational
jurprises, bul does oot support the provision for axing all charitable arganization for anonymous
danations. The Ministry's explanation & only a soleiwn hope that taxation provisions wnder
Seetion 113BBC will strengthen the hands of the I'T Departnient.

) The Committee bserves that the justification offered by the Departmoent of Revenune for
bxing anenymons donation o whoelly charitable organizations, is judgmental hy pothesis based on
wsumption which is not backed by concrete evidence ar data, In the Tace of the unprecedented
number of representations veceived fram the public opposing the imposition of tax on veceipt of
monymons denations by charitable trosts and secking exemption in favour of certain notified
rategries of frust, it s the duty of the execwtive arm of the Government in a Parliiomentary
democraey, o pay heed to the upsurge of public opinion and review its decizsion.

4 Im this context this Committes would like to quote the fellawing recommendations made by

lhe DHRPSC on Finznee, in its Sixty-eight Report on the Demands for Gramts (20068-07) of the
related Minisire:

"o The Cowmmilitve ore of the view that the philanifiropic aciivities, for instonce,
prapagation of yepa, providing succour to fhe victfmy of matural divasters, raosning
pousholas, old age omes, orplaniges, conservaiion of covironment, wild cabmals efe.
are beingy eginifed with  charifeble institutions and e enfify concermed  faced
accordbiply. The Conpnitfee are of the view that the aforementioned activiifes sfould
wraf be freated on par wigh tee charfiable acrivities e providing education aned reedicod
Jocilities ete. They, therefore, recommend that e approprioic guifefines in this regoard
b fecued Bot to tax these enfifies.,. "

17 The Committes underseores thal the objective of Section 115BEC of the IT Act, 1961 has
pot Bbeen gquestioned in the petition. En fact the petitioner has prayed for grant of exemplion o ten
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iypes of charitable institutions keeping in view of the humanitarian and welfare activitics being
idertalcen by them. This would encourage the charitable entities to carry on their welfare
ilivities which the State should undertake as per the objectives enshrined in the Constitution
lierehy supplementing and eomplementing Governmental efforis. Instead of taxing such
Ldopations, Giovernment should ensure the end use of such money. The Committes, therelfore,
necmmends that the relevant provision of the 1T Act may be reviewed and suitable POOvisinns
mide in the law to exempt to charitable organizations such #s orphanage, old age home, neal
honse and cow pen (panjerepoles & gaushala), sehoal for handicapped and institutions related to
lhem, hospitals for birds and cattle, institutions which provide free treatment for cancer and other
dendly disease, institution which provide free sheller to oppressed people, institutions which serve
meal free of cost, institutions which are meant for providing humanifarian assistance in case of
natural ealamity, institutions which are related to widow and boyentied women and institutions
loking after Leprosy Affected I'ersons (LAP) and mentally challenged, from payment of income
lix on receipt of gups dogpr. It further underlined the need for putfing in place adequale
afegnards so as ta ensure that the end vsage of funds takes place for the prescribed charitable
activities and no diversion/misuse of such funds is resorted to,

FEERERREEES . 1L might be possible that the Iatter category nf
tharituble organization be misusing the special provision of the Act under the grab of anonymous
or psendonymons donations and in the name of charity. The Committee disconrages receipt of
Black moncy by theze charitable organieations for running medical & technical institutes and
nea kinge huge profit

fle:fCiRepart rajya Sabha 26th Feh20089 him G15/2009




Y

(19)

Suggested amendment in section 115BBC.

22, In Chapter XII of the Income-tax Act, after section 115BBB, the following section
shall be inserted with effect rom the st day of April, 2007, namely—

NSBRBC, Anomarons donations o be taxed in cerrain coses— (1} Whers the tolal
income of an asscssoe, beine o person in peceipt of income on behalf of eny
university o other cducational institution relemed to in sub-clavse (ified) or sub-
clanmse (v or any hospital or other instination referred to in sub—clause {iifes) or sub-
clause {viz) or any fund or institution referred to in sub-clause (V) o any fTust or
imstitulion referted o in sub-clanse () of clause {23C7) of section 10 or any st or
instilution refermed to in section 11, includes any income by way of any snonymous
donation, made with a specific divection that such donation is for any university
or other educational instifntion or any hospital or other medical institntion run
by such trust or institution.the income-tax payable shall be the agpregate of —

(71 the amount of income-tax calculated on the Income by way of any anonymous
donation, at the rate of thirty per cent; and

(i} the ampunt of income-Lx with which the assessee would have been chargeable
had his lodsl income been reduced by the amount of income refemed Lo in
clause {1}

(2} The provisiens of sub-sectien (1) shall not apply o any anonymous donpation
received hy—

() any st or imstiution crealed or established wholly for refipious purposes;

(A any st or instilotion created or established wholly for religious and charitable
purpases olher thea ainy anonyinows donation made with a specific direction
that such donation iz for any university or other educalional instifution or any
hospital or other medical tnstitution man by such sl o imstilstion.

{1} For the purposcs of this section, “anonymous donation™ means any voluntary
contribution referred to in sub-clavse {fig) of clause (24} of section 2, where a
person receiving such contmbution docs nol maintain a record of the identity
indicating the name and addrezs of the person making zuch contribution and such
other pariculars as may be prescribed.”



