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THE LEGAL AND FISCAL FRAMEWORK 

•Charity is on the concurrent list of subjects 
where both the Center and the States are 
competent to legislate.  

•Accordingly some of the laws are Central and 
applicable all over India, while others are 
enacted by individual states. 
 



Five Main Laws Governing the Non-
Profit Sector in India 
1. The Registration of Societies Act of 1860, a Central Act, and its 

versions enacted by different states, with a Registrar of 
Societies in each state to register and regulate organizations 
registered under this Act. 

2.There is no Central Act for registering or regulating public 
charitable trusts. A variation of the Indian Trusts Act of 1882, 
which applies only to private trusts, is in force in different 
states.  

 Maharashtra and Gujarat have offices of the Charities Commissioner, 
created under the Bombay Public Trusts Act, 1950, to oversee charities in 
these states; Tamil Nadu has a Department of Religious and Charitable 
Endowments, and other states have some similar organization for 
charitable trusts. 
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3. Section 8 of Companies Act 2013 (earlier Section, 25 of 
the Companies Act 1956), deals with nonprofit companies. It is 
administered by the Registrar of Companies.  

4. The Income Tax Act, 1961, again a Central Act 
applicable all over India, provides fiscal benefits to NPOs, the 
administrative agency being the Department of Income Tax 
Exemption. 

5. The Foreign Contributions Regulation Act, (FCRA) a 
Central Act applicable all over India, was essentially a security 
measure to control external funds flowing to nonprofit organizations, 
which could be used to threaten national security. In practice it has 
come to regulate the receipt and spending of all foreign funds going to 
nonprofit organizations, irrespective of security concerns.  This is 
managed by Ministry of Home Affairs. 

 



Other forms of Incorporation  

•The Trade Union Act, 1926- for registering 
various kind of labor and trade unions 

•The Cooperative Society Act,1904- for 
registering various producer groups, 
federations etc. 



NPO Universe and Ecosystem in India 

• Diversity of individuals and collective actions  for common 
public good- formally incorporated and unregistered 

• Typology includes: 
• Traditional associations 
• Religious associations 
• Social movements 
• Membership associations 
• Intermediary associations 
• Development Organizations 
• Service provisioning organizations (Schools, Hospitals etc.) 
• CSR Foundations 

• Estimated numbers- 3.3 million 
• Emerging discourse of charities vis a vis Civil Society  



Monitoring Mechanisms for Charities and 
Funding  

• Incorporation Authorities  
• FCRA- Ministry of Home Affairs (MoHA) 
• Income Tax Department and other enforcement 

agencies 
• FIU-FATF Compliances 
• Planning commission /Niti AYOG (NGO Portal) 
• Government Departments (MoRD, CAPART etc.) 
• NGO networks and Due Diligence agencies like Inter 

Agency Group, Credibility Alliance etc. 



Governance and Accountability:  
Emerging Issues and Challenges 

• Lack of comprehensive NGO regulatory framework 

• Government – Multiple lines of Accountability and 
answerability 

•  Non FATF compliant and increased vigilance 

• Hon Supreme Court of India’s Judgment on NGO 
Regulation, Accreditation and Punitive action against 
frauds 

• Changing government regulations- cancellation of 
FCRA registration 
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• Disclosures under Lokpal Act – implications on 
voluntary associations of individuals 

• Emergence of CSR law in India- new window of 
opportunities for charity funding  

• Shift in Donors priorities- both geographical and 
donor to implementation role 

• Shrinking funds for grassroots initiatives and 
increased vigilance for right based mode 

• Civil Society Initiatives- 

• National level networks for Advocacy 

• Emergence of Credibility Alliance 
 

 



About Credibility Alliance(CA) 

• Emerged as a Civil Society’s own initiative for good 
Governance, Accountability and transparency after two 
year long nation wide consultation, registered in 2004 

• National level norms and standard setting body and 
pioneer in NPOs Accreditation 

• Acceptance and Endorsement of CA norms by 
Government, Corporates /CSR and CSOs 

•  Standards are applicable irrespective of size and 
volume of funding of CSOs 

• Handholding support for compliances and annual 
monitoring of practicing norms and standards 
 



Credibility Alliance is a Consortium of 
Voluntary Organizations committed 
towards  enhancing Accountability & 
Transparency in the Voluntary Sector 

through Good Governance 

Accountability   

Transparency  

Good Governance  



A Voluntary Sector, 
which is responsive 
to the needs of the 

society, is 
democratic and 
transparent in its 
functioning and 

accountable to all 
concerned 

To build the credibility of 
the Voluntary Sector 
through creation and 
promotion of Norms of 
Good Governance and 
Public Disclosure  

Mission 



   

Development of Norms of Governance, based on 
consensus, through participation and consultation 

Promotion of an Accreditation System for the 
Voluntary Sector 

 

Capacity Building initiatives for Voluntary 
Organizations to enable compliance with Norms, 

enhance Accountable Practices and build 
conceptual understanding 

Policy advocacy for enhanced credibility, 
acceptability and recognition of the work 

done by the Voluntary Sector 

Strategic Objectives 



Core 
Programme 

 Areas 

Capacity 
Building 

Networking 
 

Accreditation 
Information 

Dissemination 



Accreditation 

Minimum 
Norms 

Basic 
Norms 

Desirable 
Norms 

 

Type of Accreditation Type of Accreditation 



CA Norms  

 CA has developed Norms of Accountability, 
Governance and Disclosure Practices. These 
Norms are of three levels: 

•Desirable  

•Minimum                                                           

•Basic Certification  
•Validity for 5 years with Annual Compliances 

 



 

Improving Governance, Building Trust 17 

Accreditation of Voluntary Organizations refers 
to the certification of upholding of the quality of 
an organization, which adheres to the Minimum 
Norms or Desirable Norms set by Credibility 
Alliance 



Minimum Norms 
To get Accredited under Minimum Norms, Voluntary 
Organizations should have the following: 

Identity 

Vision, Aims, Objectives & Achievements 
(Impact) 

Governance 

Operations 

Accountability and Transparency 



Identity: The organization is registered as a Trust/Society/Section 25 of Company 

Act; Registration documents of the organization are available on request of anyone 

(general public); The physical address given by the organization is verifiable 

Vision, Aims/Objectives & Achievements : A vision is articulated beyond 

the registration documents, which drives the organization; The organization has a 

defined set of aims and objectives; The organization is able to show performance 

through defined indicators, that it uses to measure its performance against its stated 

objectives 

Governance: The organization has a Governing Board, by whatever name called; 

The organization discloses name, address, gender, occupation and position of its Board 

members; Number of board members drawing remuneration 

(salary/honorarium/sitting fees/professional fees) is less than 50%; Does the 

organization follow their own rules & regulations/ by-laws; Minutes of the Board 

meetings are documented and circulated amongst the Board members ;The Board 

approves Programmes, Budgets, Annual Activity Reports, Audited Financial 

Statements 



Operations: Activities are in line with the vision and aims/objectives of the 

organization; The organization periodically reviews progress of programmes; The 

accounts of the organization are regularly maintained and those with an annual 

income above Rs. 50,000/- are audited by a Chartered Account; Roles and 

responsibilities are reasonably defined for Personnel (Staff and Volunteer); All paid 

personnel are issued letters of contract / appointment; All non paid personnel / 

volunteers are issues letters describing their roles and responsibilities; Appropriate 

Personnel Policy is in place 

Accountability and Transparency: Signed audited statements are available; 

There are no adverse notes in the audit report; As per the auditor’s report, there are no 

material transactions involving conflict of interest between a Board or staff member 

and the organization; The organization’s Annual Report is disseminated / 

communicated to the community and others and is made available on request every 

year, within 8 months of the end of the organization’s financial year; The Annual 

Report contains information on the Board members names, position in the Board, 

remuneration or reimbursement, objectives and description of main activities, a review 

of the progress and results achieved in the year and brief financial details 



Desirable Norms 

These are the next level of Norms for Good 
Governance and Public Disclosure, inclusive of: 

Governance: 
Composition of the 

Board 

At least 2/3rd of Board Members are 
unrelated by Blood or Marriage 

A Board Rotation policy exists and  is 
practiced 

Accountability & Transparency: 

Disclosure of Staff salary (Gender wise) and Air travel 
expenses- in Public domain/Annual Report  



Certification under Basic Norms 
Certification under Basic Norms is confined to 
the basic legally valid existence and alive status 
of a Voluntary Organization, working in a 
particular area, based on the self declaration, 
documents and reference. The validity of 
Certification is for a period of one year. 



Good Practices 

Good Practices may or may not be adopted by the 
Voluntary Organizations, but are desirable, such as: 

Personnel 
Policies 

Personnel 
Policies 

Personnel 
Policies 



CA Accreditation Process 
1. Mutual agreement- MoU for Accreditation 

2. Desk review 

3. Assessors visit (third party assessment through CA 
assessors pool at national level) 

4. Sharing of Assessors report with Organization 

5. Preparing organization’s face sheet and triangulation 

6. Presentation of file in CAC- Central accreditation 
committee (approval/Hold/rejection) 

7. Certification- under Desirable or Minimum 

8. Annual compliances by CSOs for 5 years 

9. Renewal after 5 years 

 

 



Improving Governance, Building Trust 25 

Fill the Accreditation form  

Desk Review 

Assessor’s Visit 

Sharing of Assessor’s Report 

Central Accreditation Committee meets to decide  
and certify the Organization as Accredited 

Step 1 

Step 2 

Step 3 

Step 4 

Step 5 

Improving Governance, Building Trust 



Documents required for Accreditation 
Registration 
1. Society Registration Certificate/Trust 

Registration Certificate 

2. Memorandum of Association/Trust Deed 

3. Certificate of Incorporation  

Income Tax 
1. Income Tax Permanent Account Number 

(PAN No.) Card/Letter 

2. TAN No. Letter (Income Tax Deducted at 
Source Account Number) 

3. 12(A) Certificate of Income Tax Department 

4. 80 G 

5. 35 AC Letter/35 (1) ii letter/35 (1) iii Letter if 
required 

6. Income-tax returns filed with the Income-
Tax department 

 

Statutory Compliance  
1. Form 10(B) (for last three year) 

2. Income and Expenditure Statement 
and Schedules (for last three year) 

3. Receipts and Payments Account and 
Schedules (for last three year) 

4. Fund Flow Statement with Schedules 
(for last three year) 

5. Balance Sheet (for last three year) 

6. Auditor Notes (for last three year) 

FCRA Compliance 
1. FCRA Certificate / Prior Permission 

letter 

2. FCRA Balance sheet (for last three 
year) 

3. FC-3 Return Files (for last three year) 

 



..continue  
Other Legal Compliance 
1. Personnel Policy/HR policy 

2. Minutes of AGM last two years 
(Copy of minutes in which Board 
rotate last time) 

3. Minutes of Board Meetings ( last 
two years) 

4. Annual submission to Society 
registrar 

5. Appointment Letter / Contract 
Letter issued to staff 

6. Address Documentary Proof 
from VO 

Latest Annual Report ( For Last 
Three Years) must contains 

(a) Board member's name, age, gender, 
Position in Board, receiving any 
Remuneration or Reimbursement 

(b) Brief Financial Details(Balance sheet, 
Income and expenditure, Receipt and 
payment) 

(C) Salary levels along with gender break up. 

(d)Details of international travel 

(e) Detail of blood relation among Board 
members 

(f) Detail of Board meetings held in last year 
(with dates) 

Annual Report should be updated on website 
of VO with all disclosures 

 



Information Dissemination 

e-communiqué, a periodic learning series 
on - Governance and Disclosure Practices 
and CSR Made Easy 

Publication of Development Impact 
Handbook on NPOs Law 

Thematic Learning Packs on legal 
compliances 
Readings on NPO Governance, 
Management and Programmes  

 



CA 
Publications 



Capacity Building Interventions  

• MDP on NPO Governance 

• Management of Non profit Organizations 

• Legal Compliances 

• CSR law and CSO- CSR partnership 

• Annual national consultations on contemporaries issues 

• Impact Oriented Project Planning 

• Institutional Development Support  through Supportive 
Supervision 

• Stakeholder participation and communication  

• Thematic workshops and other need based support  

 

 



So far,650 Voluntary 
Organizations have 
been accredited by 
Credibility Alliance 
under Desirable Norms, 
Minimum Norms and 
Basic norms. 

50 in the process of 
getting accredited, all 
over India 

Network and Partnership 

Desirable 
Norms 

Minimum 
Norms 

Basic 
Norms 



Networking Initiatives 
Credibility Alliance is working closely with other 
network organizations having similar objectives: 

Capgemini 

Confederation of Indian Industry (CII) 

The David and Lucile Packard 
Foundation 

GuideStar India 

Financial Management Service 
Foundation 

National Foundation for India 

PACS 

TISS CSR Hub 

Sampradaan 

NASSCOM 

Global Compact Network 
NEG-Fire 
Oxfam India 

HelpAge India 
VANI 
SAGA 
 PRIA   

VSO 
SRRF 
India Policy Foundation 

BSE 
IICA 



CREDIBILITY  
ALLIANCE 

 Capgemini and Credibility Alliance Partnership for effective CSO 
Governance, Accountability and Effective Programme management 

1: Accreditation of Capgemini CSR Partners: 
• Ensure practice of Norms of Governance developed by CA, through participation 

of Capgemini  partner VOs in the Accreditation system of CA  

 2: Development of IT platform for project monitoring, evaluation and 
reporting for Capgemini Partners 

3: Promoting Learning and Sharing among Capgemni Partners:  
• Ensure knowledge and sharing among the partners on progress, learning and 

practice of Norms of Governance being practiced by different partners in with 
diverse sectors, constituencies and geography. 

 



About SAMMAAN Linkage About SAMMAAN Linkage 



Future Directions 
• Revisiting norms and standards in the changing local and 

global context 
• Enhanced capacity building support for NPOs for effective 

governance and impact mapping/monitoring  
• Innovative projects on institutional development support to 

grassroots CSOs 
• Action research and publication of national reports on 

Charities and Aids monitoring 
• Collaborative initiatives with national and international 

agencies  
• Felicitation, Awards and Ranking/Rating for Non Profits and 

CSR 
• Advocacy, Communication and Stakeholder engagement for 

creating enabling environment for NPOS 
 

 

 





Good Samaritans with nothing to hide 
 
“In the corporate sector, whistle-blowing tops the list of methods employed 
by organisations to detect fraud. Credibility Alliance, an India-based 
consortium of voluntary organisations, also prescribes a whistle-blowing 
mechanism for promoting good governance standards in this sector. Such 
a mechanism will facilitate the transmission of critical information 
pertaining to fraud, misconduct, violation of policies and so on to the 
authority concerned. It can also become a critical success factor in an 
NGO's endeavor to detect fraud and promote ethical culture, while also 
following international best practices to enhance its anti-fraud and 
governance environment.” 

June 12, 2012 



The Hindu (April 22,2015) 

NGOs: the good, bad and the ugly 

Accreditation could work 

“The second move was to acknowledge that accreditation could be 
a win-win starting point and that mainstreaming this would be a 
logical step to take. Accreditation is the process of certifying 
voluntary organizations based on a set of agreed and codified 
norms, principles, standards and practices. Credibility Alliance, 
a network of voluntary organizations in India, has been a 
pioneer of this in India. There have been similar experiments 
nurtured by donors and consultancy agencies. Yet, accreditation of 
the NGO sector has not yet blossomed to its full potential, for it has 
remained outside the state’s engagement. All attempts have been 
voluntary and were born out of a self-regulatory spirit or donor 
interest, although the benefits in terms of public perception, 
investor confidence, and donor guidance are well documented.” 



The Times of India Aug11, 2014)  

Grading of NGOs likely to be a game changer 

“Accreditation of NGOs has existed in India since several years. 
Credibility Alliance, a consortium of voluntary bodies 
set up in 2004, has granted accreditation to more than 200 
NGOs. An NGO after having committed itself to a set of norms 
- classified as basic, minimum or desirable can apply for 
accreditation and get an appropriate certificate. For example: 
Certification under basic norms means an NGO is legally valid 
and active. Many more models relating to accreditation or 
grading could be introduced by different agencies, given that 
NGOs are today in the spotlight, sum up experts.” 



 

Credibility Alliance 
206, Kirti Shikhar Building, District Centre, 
Janakpuri, New Delhi-110058 
Phone No 011 64722849 | 011-41656968 
 
You may write to us at: info@credall.org.in 

Visit us: www.credibilityalliance.org 
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