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THE 2008 Finance Bill, which has amended the definition of 'charitable pur­
poses' puts several voluntary organisations in a spot. So far. charity meant 
relief to the poor, education, medical relief, and advancement of any other 

object of general utility.' Such charitable organizations did not have to pay tax. 
But there were companies that exploited the phrase, 'advancement of any other 
object of general utility' to escape the tax net. 

To ensure that only genuine charitable organizations took advantage of the tax 
free benefit, the government amended 'advancement of any other object of gen­
eral utility' in this year's Budget. 

The new clause says: "Provided that the 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..." 

The Finance Minister at that time gave an assurance 'that genuine charitable 
organizations will not in any way be affected'. But 
re-reading the actual paragraph which streamlines 
the definition of charitable purpose, enough dam 
age has been done. Genuine charitable/voluntary. 
organizations which earn an income from their 
activities may have to face difficult times from 
respective Assessing Officers 

The Finance Minister took care of agriculturalists 
by introducing a new clause (26AAB) in Section 10 
to provide exemption to any income of the 
Agriculture Produce Marketing Committee (APMC) 
and State Agriculture Marketing Boards (SAMB). In 
all other cases, the Finance Minister indicated that 
the Central Board of Direct Tax (CBDT) would issue an explanatory circular con­
taining guidelines. 

There is already a question mark hanging over whether a CBTD circular can 
override the law, whether a circular is capable of reducing the harshness of the 
clause, and whether the CBDT will publish detailed guidelines for identifying 
genuine charitable organizations. 

A plain reading of the new clause manifests its unreasonableness, unfairness 
and uncharitable ness towards charities. If some of the Assessing Officers read 
between the lines, they can do havoc. 

Under the new clause, the following examples will be construed as business 
activity: 
• A charitable institution working for physically challenged persons in a rural 
area which involves itself in the manufacture of greeting cards and wooden fur­
niture with the same persons and uses the money for part financing its activi­
ties. 
• Distributing agricultural inputs to rural farmers and in turn collecting a very 
nominal fee for it. 
• A dharmasala at a place of pilgrimage which charges a token amount for its 
upkeep and maintenance, 
• Federations/ Self-Help Groups (SHGs) involved in micro-credit/micro enter­
prises. 

The list is only illustrative, but there maybe other cases where genuine organ­
izations which collect money fall under this category and have to pay income 
tax. 

Any income that is given as tax goes to the government. A part of it goes back 

Charitable or voluntary 
organizations which earn 
an income from their 
activities may have to face 
difficult times. 


