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INTRODUCTION

1.1.1 Under the Income Tax Act 1961, there are various types of sections under which a
charitable or religious organisation can claim exemptions from tax liability. Normally
most of the charitable or religious institutions get themselves registered under section
12AA to claim tax benefits under section 11 of the Income Tax Act. However, there
are various other sections under which the charitable or religious institutions can also
avail tax benefits. In this issue, the various sections and provisions u/s 10(23C) of the
Income Tax Act which are available to charitable or religious institutions have been
discussed.

EDUCATIONAL INSTITUTION WHOLLY OR
SUSBSTANTIALLY FINANCED BY GOVERNMENT

1.2.1 Income received by a person on behalf of an educational institution wholly or
substantially financed by Government is totally exempt from Income Tax under section
10(23C)(iiiab). Such institutions are not required to apply for registration or approval
before any authority. It may be noted that under Rule 2BBB the term “substantially
financed by Government” would mean grant from Government in excess of 50% of
total receipts including voluntary contribution.

1.2.2 Such institutions are not subject to audit under Form 10B or Form 10BB as required
by other charitable institutions.

1.2.3 Such institutions are not subject to 85% utilisation or any other conditions of section 11
which is applicable for various other charitable institutions.

1.2.4 Such institutions are required to file Income Tax Return in the Form ITR-7 under section
139(4C)(e).

MEDICAL INSTITUTION WHOLLY OR
SUSBSTANTIALLY FINANCED BY GOVERNMENT

1.3.1 Income received by a person on behalf of a medical institution wholly or substantially
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financed by Government is totally exempt from Income Tax under section
10(23C)(iiiac). Such institutions are not required to apply for registration or approval
before any authority. It may be noted that under Rule 2BBB, the term “substantially
financed by Government” would mean grant from Government in excess of 50% of
total receipts including voluntary contribution.

1.3.2 Such institutions are not subject to audit under Form 10B or Form 10BB as is required
by other charitable institutions.

1.3.3 Such institutions are not subject to 85% utilisation or any other conditions of section 11,
which is applicable to various other charitable institutions.

1.3.4 Such institutions are required to file Income Tax Return in the Form ITR-7 under section
139(4C)(e).

EDUCATIONAL INSTITUTION WITH

UPTO RS. 1 CRORE ANNUAL RECEIPTS

1.4.1 Income received by a person on behalf of an educational institution with less than 1
crore annual receipts is totally exempt from Income Tax under section 10(23C)(iiiad).
Such institutions are not required to apply for registration or approval before any
authority. It may be noted that the annual receipts will be calculated for each
educational institution run by a society. For example, if a society runs three schools

and in each school the total receipt is less than Rs.1 crore, then the society can claim
tax benefit under section 10(23C)(iiiad) for all the three schools.

1.4.2 Such institutions are not subject to audit under Form 10B or Form 10BB as is required
by other charitable institutions.

1.4.3 Such institutions are not subject to 85% utilisation or any other conditions of section 11,
which is applicable, various other charitable institutions.

1.4.4 Such institutions are required to file Income Tax Return in the Form ITR-7 under section
139(4C)(e).
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MEDICAL INSTITUTION WITH
UPTO 1 CRORE ANNUAL RECEIPTS

1.5.1 Income received by a person on behalf of an medical institution with less than 1 crore
annual receipts is totally exempt from Income Tax under section 10(23C)(iiiae). Such
institutions are not required to apply for registration or approval before any authority.
It may be noted that the annual receipts will be calculated for each educational
institution run by a society. For example, if a society runs three hospitals and in each
hospital the total receipt is less than 1 crore, then the society can claim tax benefit
under section 10(23C)(iiiae) for all the three hospitals.

1.5.2 Such institutions are not subject to audit under Form 10B or Form 10BB as is required
by other charitable institutions.

1.5.3 Such institutions are not subject to 85% utilization or any other conditions of section 11
which is applicable to various other charitable institutions.

1.5.4 Such institutions are required to file Income Tax Return in the Form ITR-7 under section
139(4C)(e).

CHARITABLE INSTITUTION
OF NATIONAL / STATE IMPORTANCE

1.6.1 Income received by a person on behalf of a charitable institution of importance
throughout India or throughout any state or states is totally exempt from Income Tax
under section 10(23C)(iv). Such institutions are required to apply for approval before
the Commissioner of Income Tax (Exemption) notified by CBDT in this regard in
Form 56.

1.6.2 Such institutions are subject to audit under Form 10BB. Such institutions are also subject
to 85% utilisation or many other conditions of section 11 which is applicable various
other charitable institutions. A comparative chart of the provisions applicable to such
institutions with those availing benefit under section 11 is provided in Annexure 1.

1.6.3 Such institutions are required to file Income Tax Return in the Form ITR-7 under section
139(4C)(e).
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RELIGIOUS INSTITUTION FOR PUBLIC RELIGIOUS PURPOESE

OR FOR RELIGIOUS CUM CHARITABLE PURPOSES

1.7.1 Income received by a person on behalf of a religious institution for public religious

purposes or public religious cum charitable purposes is totally exempt from Income

Tax under section 10(23C)(v). Such institutions are required to apply for approval

before the Commissioner of Income Tax (Exemption) notified by CBDT in this regard

in Form 56.

1.7.2 Such institutions are subject to audit under Form 10BB. Such institutions are also subject

to 85% utilisation or many other conditions of section 11 which is applicable to various

other charitable institutions. A comparative chart of the provisions applicable to such

institutions with those availing benefit under section 11 is provided in Annexure 1.

1.7.3 Such institutions are required to file Income Tax Return in the Form ITR-7 under section

139(4C)(e).

EDUCATIONAL INSTITUTION

WITH RECEIPTS ABOVE RS. 1 CRORE

1.8.1 Income received by a person on behalf of a solely educational institution with annual

receipt above Rs. 1 crore is totally exempt from Income Tax under section 10(23C)(vi).

Such institutions are required to apply for approval before the Commissioner of

Income Tax (Exemption) notified by CBDT in this regard in Form 56D.

1.8.2 Such institutions are subject to audit under Form 10BB. Such institutions are also subject

to 85% utilisation or many other conditions of section 11 which is applicable various

other charitable institutions. A comparative chart of the provisions applicable to such

institutions with those availing benefit under section 11 is provided in Annexure 1.

1.8.3 Such institutions are required to file Income Tax Return in the Form ITR-7 under section

139(4C)(e).
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MEDICAL INSTITUTION

WITH RECEIPTS ABOVE 1 CRORE

1.9.1 Income received by a person on behalf of a solely medical institution with annual

receipt above Rs. 1 crore is totally exempt from Income Tax under section 10(23C)(via).

Such institutions are required to apply for approval before the Commissioner of

Income Tax (Exemption) notified by CBDT in this regard in Form 56D.

1.9.2 Such institutions are subject to audit under Form 10BB. Such institutions are also subject

to 85% utilisation or many other conditions of section 11 which is applicable various

other charitable institutions. A comparative chart of the provisions applicable to such

institutions with those availing benefit under section 11 is provided in Annexure 1.

1.9.3 Such institutions are required to file Income Tax Return in the Form ITR-7 under section

139(4C)(e).

Standards & Norms aims to provide relevant informations and guidance on NGO governance, Financial Management and Legal Regulations. The
informations provided are correct and relevant to the best of the knowledge of the author and contributor. It is suggested that the reader should cross check
all the facts, law and contents before using them. The author or the publisher will not be responsible for any loss or damage to any one, in any manner.

Published by Dr. Sanjay Patra on behalf of
FINANCIAL MANAGEMENT SERVICE FOUNDATION

‘ACCOUNTABILITY HOUSE’, A-5, Sector 26, Noida-201 301
Tel. : 91-120-4773200, website : www.fmsfindia.org

e-mail : fmsf@fmsfindia.org
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