Experts seek clarity
on tax sops for
non-profit entities
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WHILE THE INCOME Tax Bill, 2025
hasconsolidated the taxlaws govern-
ing non-profit organisations (NPOs),
tax experts have sought moreclarity
on the criteria for these entities to
qualify fortax concessions.

The new Bill seeks toexplain ‘per-
missible commercial activities'for
registered NPOs—a feature which
was abgent in the extant I-T Aet,
1961, toallow NPOs to operate with
greater certainty in undertaking
commercial activity and reduce liti-
gations. However,experts call forthe
necessary FAQs (frequently asked
questions) and ruleson what consti-
tutes ‘permissible’and non-permis-
sible commercial activities’ to help
NPOs better align their activities to
meet legal requirements,

Additionally, experts feel that
while the niew I-T Bill provides the list
of permitted investment modes for
NPOs in Schedule XVI-which is sim-
ilar to the modes present in theextant
Act-the govemment should be
empowered to modify the list from
time to time, through issuing a noti-
fication rather than bringing an
amendment into the principal law.

Thenew Bill stipulates that regis-
tered N POs cannot engage in com-
mercial activities unless theyare inci-
dental to the organisation’s
objectives, experts said. According to
the Bill, commerdal activity inchudes
any trade, commerce, or business
conducted inexchange for acess, fee,
or otherconsideration.

“While the current law also con-
tains a similar provision, what will
constitute a ‘business'is not freefrom
doubt in the new Bill," said Raghav
Kumar Bajaj,counsel Khaitan & Co.

There are two important fron-
tiers that a charitableinstitutionhas
topass tobeeligible for the tax ben-
efit: not-for-profit purpose; and
specified activities orany activity for
the advancement of any abject of
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While testing the first partisa
straightforward exercise, the lawas it
stands today and the new Bill donot
provide anyobjective criteriaoryard-
stick forthe tax officers to determine
if anactivitycrosses the second fron-
tier, experts reckoned.

“In mostcases, the tax officermay
not be qualified enowgh to make an
objective assessmentof the activity
being carried out by the charitable
trust, which often results m unneces-
sary litigation,” said Vishwas Panjiar,
partner, Nangia Andersen.*The gov-
erniment should introduce objective
criteria like mandating social audits
toassist the tax department in form-
ing areasoned opinion,” he said

Pankaj Bapgri, partner, Deloitte
Indiasaid that the existingand pro-
posed legislation contains defini-
tions of "charitable purpose® to
include “relief of the poor, educa-
tion, yoga, medical relief, etc”, but,
more clarity/FAQs on the said
terms would be useful.
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