“The fear that foreign funds are being used to subvert the security of the
state is not well grounded . . . so long as the laws requiring accountability
and transparency from NGOs are applied firmly but fairly, the responsible
organ will know whether any NGO, funded locally or from abroad, has used
funds improperly. If it has, vigorous steps should be taken to correct the
abuse and preclude its repetition. Requiring advance approval for foreign
grant, as is done in Egypt, India and Bangladesh, is a wasteful, dilatory and
excessively bureaucratic approach.”
The handbook on NGO Laws discussion draft – World Bank Report

T

he laws applicable to the non-profit
sector in India are not travelling
along the main stream where
drastic reforms combined with
simplification of laws have taken place.
For example FERA has been replaced by
FEMA, but similar changes are yet to take
place for laws in the NPO sector. NPOs

stringent provisions have been added
making the law even more draconian.
The Home Minister has assured that the
new Bill will be user-friendly. There are
very few user-friendly points which have
been introduced in the proposed Bill. Some
of them are as below :

FROM THE FRYING
PAN TO FIRE:
Foreign Contribution
(Management & Control) Bill, 2005
have been making representations about it
for a long time. The new FC(M&C) Bill,
2005 has come as bolt from the blue to the
sector.
The sector had been hoping that a new
friendly enactment would be introduced to
replace FCRA. But, the Bill in the present
form is trying to push the sector from the
frying pan to the fire and many more
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If the Registering Authority refuses
the registration or prior permission,
the reasons for such refusal should
be recorded and a copy should be
sent to the applicant.



Any person aggrieved may appeal
to the Central Government. Appeal
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procedures have been introduced in
the case of cancellation of
certificate.

introduced. In the case of
suspension, there is not even an
appeal procedure.

NPOs have been allowed to receive
contribution in approved bank
account and allowed to re-transfer
to the subsequent bank accounts for
operational reasons.

There are many other new sections
which have been introduced and
existing rules have been enlarged
adding more teeth to the Government
and the prescribed authorities which
makes NPOs feel that the existing laws
itself are better and instead of reducing
the pressure from the existing laws the
new Bill has only increased the quantum
and quality of the pressure on NPOs.

But compared to the above, the harsh
provisions indicated below makes the Bill
more unfriendly for the users:
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The existing registered associations
shall obtain within two years a
certificate of registration from the
new Registering Authority.
The certificate of registration shall
be valid for a period of five years
and associations have to apply for
renewal.
The administrative expenses have to
be restricted to 30% and the
Government will notify the manner
in which to calculate the
administrative expenses.



The assets purchased out of Foreign
Contribution shall be disposed of in
such manner to be notified by the
Government.



The new provisions like suspension
and cancellation of certificate are
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The NPOs need encouragement. It will be
apt to mention the viewpoint expressed by
Dr. Manmohan Singh on 10th January 2003
during the publication of JHU-PRIA Study
in Delhi:
“Government policy should facilitate the
effective functioning of this vast sector
through appropriate tax regimes that
provide incentives for more charitable
giving and its more effective use in the
country.”

The NPO sector hopes that the
Government will keep in mind the above
viewpoints and remove the sections which
are very harsh and make it user-friendly
after discussing with NPOs and then
present a new Bill in the Parliament. It is
also essential that the NPOs should show
their solidarity and unite together and use
all their efforts to lobby with the
Government and work for making the law
user-friendly.
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K. Shivakumar
F.C.A,F.I.C.W.A, D.M.A(ICA)

(The author is a practising Chartered Accountant with long years of experience in
the development sector.He has also written various articles on laws applicable to
NGOs in many leading newspapers.)

INTERface

Volume V

Issue III

Oct - Dec. 2005

16

