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"We are deeply concerned that the proposed tax on charitable organisation will in reality be a tax on the poor. It will most definitely impact the work of NGOs negatively and will hinder the development work done among the poor,” says Dr. Jayakumar Christian, National Director, World Vision India. World Vision India is a Christian humanitarian organisation that is working to create lasting change in the lives of over 15 lakh children and their families in India in about 5300 communities in over 160 districts all across the nation.

“In our case, this tax will rob the under privileged children, of their resources that otherwise is their due,” added Dr. Christian in a letter to the Finance Minister of India.

Under the proposed code, the taxable income of charitable organisation is required to be computed under Chapter VI and taxed at the rate of 15%. This is a radical shift in the treatment of Non Profit Organisations, who were ‘exempt’ entities with appropriate controls. In the proposed tax code, Non Profit Organisations are required to spend 100% on welfare activities in order to be tax free which is practically not feasible.

“Development work among the poor does not come to an end when the financial year ends. Our 60 years of experience, suggests that development is a multi –year initiative and this tax at the end of each year, will only rob the poor of their due, over the years. The poor need to be spared from this additional burden,” says Dr. Christian.

If this proposed tax comes into existence, Non Profit Organisations will face a number of hurdles that will invariably affect development work - Organisations will be pushed into spending grants or other designated funds received for multi-year projects.

The present benefit and necessity to carry forward and accumulate 15% income for indefinite period which helps NPOs in creating reserves for future sustainability will be scraped. Withdrawing this benefit will have serious impact on sustenance of the work of development organisations like World Vision India.

Apart from this, the proposed Direct tax code has various new terms for assets, such as ‘financial assets’, ‘investment assets’ etc., which have not been defined from a NPOs perspective. ‘Charitable Purpose’ has been replaced by ‘Permitted Welfare Activities’ and “therefore the emphasis is now on activities rather than only on intent,” says Dr. Christian. ‘Permitted welfare activities’ in place of ‘Charitable Purpose’ is bound to create needless conflict and confusion.

“The funds we receive as NGOs are governed by Donor Commitments. We are only at best channels to use these funds for development of the poor in our country. They are truly not ‘income’ for tax purposes. This proposal will definitely impact the donor confidence and will slow down donor investment in development work in our communities,” said Dr. Jayakumar Christian.

“Many of our donors are ordinary citizens who give of their hard-earned livelihood. It is critical that the proposed tax code consider the potential effect on ‘donor confidence’ in our nation and working among the poor in India, before it is enacted,” he added.
