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INTRODUCTION

1.01 The Rule 5 of FCRR defines the administrative expenses. Recently, amendments

have been made in the Rule 5 and Form FC-4 with regard to administrative expenses. 

The Foreign Contribution (Regulation) Amendment Rules, 2024 has been notified  on 

31st December, 2024 and  shall come in force on the 1st day of January, 2025. In 

this issue, the amendments and the implications thereof has been discussed. The 

copy of the notification is provided in Annexure 1.

NEW PROVISO ADDED TO RULE 5

2.01 The following proviso has been inserted after the  second proviso:—

“Provided also that the association shall have the option to carry forward

the unspent part of allowable administrative expenses in a financial year

to the immediately succeeding financial year, for reasons to be mentioned

in Form FC-4.”

2.02 The above proviso allows carry forward of unspent part of allowable administrative

expenses only for one year, i.e. administrative expenditure will not be permissible 

after one year from the end of the year in which administrative expenses were 

received. In other words, the utilisation of on foreign contribution has to be 

completed within the year of receipt and the subsequent year. Any unspent 

balance remaining after the end of the immediately succeeding financial year has to 

be utilized only for program expenses and the administrative expenses as defined 

in Rule 5 shall not be permissible.

CHANGE IN FC 4 FORM

3.01 With regard to the administrative expenses, the following change has been made in

FC 4 form i.e. the return to be submitted annually by each FC registered/prior

permission organisation :
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In serial number 4, after clause (iii), the following clause has been inserted: (iv)

Carry forward of unspent part of allowable administrative expense in financial year.

ISSUES ARISING OUT OF ABOVE AMENDMENTS

4.01 Section 8(1) of the FCRA, 2010 states that the administrative expenditure should not

exceed 20% of the foreign contribution received during financial year. The literal 

interpretation of this provision lead to absurdity and rendered the section otiose and 

inoperative in various circumstances. For example, an organisation receives Rs.5 lakh 

foreign contribution in the financial year 2021-22 but does not utilise the amount 

in the same financial year. In the subsequent financial year 2022-23, it does not 

receive any foreign contribution but utilises Rs.5 lakh for charitable purposes. In 

this case on a literal interpretation of section 8(1) of the FCRA, 2010 the 

organisation will not be entitled to any administrative expenditure in the FY 

2022-23, which could not have been the intent of the statute.

It  seems , in order to remove difficulty on calculating the limit of administrative expenses 

on the basis of  Foreign contribution received,  the amendment has  provided the 

option to carry forward the unspent part of allowable expenses.
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However, the amendments have raised the following new issues:

- Organisations have to utilise the entire funds received within the year of 

receipt and the subsequent financial year, beyond that administrative 

expenses shall not be permissible.

- Whenever there is an unspent part of allowable administrative expense in 

any financial year then it should be reported through the above inserted 

table of carry forward part of unspent expense and the reason for carry 

forward should also be mentioned. The inserted table in the FC - 4 shall 

separately disclose the eligible amount of administrative expenses both for 

the current year and the amount accumulated from previous year.

- Organisations cannot avail the benefit of claiming administrative expenses if 

they want to use their past accumulation or corpus fund. This is a step which 

will discourage organisations from utilising the past funds for advancement of 

their objects.

- Organisations can carry forward administrative expenses only to the extent 

of the unutilised portion of 20% of the FC receipts.   For Example : If in the 

first year total foreign contribution received is Rs. 100/- out of which total 

utilization is only Rs. 50/- and the admin expense incurred is Rs. 8/-, then the 

concerned organization can carry forward the unspent part of allowable 

administrative expense to next financial year amounting to Rs. 12 with the 

reason that the total amount of foreign contribution received on the basis of 

which 20% limit has been calculated has not been fully utilized.

- The amendments have not clarified with regard to the brought forward 

unspent balance as on 1st April 2024 for the FY 24-25 as the amendment 

shall be operative from 1-01-2025  and how to show  the administrative 

expenses out of the carry forward FC closing balance. In our opinion, in the 

interest of equity and rational application of the rules, the organisations 

should bring forward the unspent administrative expenses as per the 

conditions specified in the amended rules.
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- The amendments effectively prohibit receipt of funds for mutliple years except

for the immediately succeeding year.

- A plain reading of the amendments suggests that an organisation cannot carry

forward unspent administrative expenses if the entire foreign contribution has

been utilised in the year of receipt. For Example : If in the first year total

foreign contribution received is Rs. 100/- out of which total utilization is also

Rs. 100/- and the admin expense incurred is Rs. 10/-. In other words, the

organisation has spent only 10% on administrative expenses against the

available limit of 20%. In such circumstances, the concerned organization cannot

carry forward the unspent part of allowable administrative expense (Rs. 10/

-) to next financial year.
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