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1. INTRODUCTION

“Three ways to setup NGOs in India”
�The facilitator introduces herself/himself  and the objective of  the session. 
The facilitator can begin the session by asking the participants whether 
they know what are the ways in which NGOs can be set up in India.             
S/he should explain the three ways and essential requirements for setting 
up NGOs under the Trusts Act, Societies Registration Act and the Indian 
Companies Act and basic differences among these organizations, their 
basic requirements and statutory obligations.

Objectives

	� Key policies for NGO Governance
	� Advantage of  policies
	� Learn to formulate Key NGO Policies

Aids required

	� Computer/Laptop
	� Projector and screen
	� Chart paper
	� Pens/markers



NGO Governance and Policies | 6

BASIS TRUST SOCIETY SECTION 8 

COMPANY

Registration 

Document

Trust Deed Bye-Laws (MOA & 

AOA)

MOA & AOA

Formation Very Easy Easy Little Tough

Governing 

Legislation

Relevant State 

Trust Act

Societies Registration 

Act’1860

Companies Act’2013

Authority for 

Registration

Sub-Registrar Registrar of  Society Registrar of  

Companies
Cost Low Medium High

Management 

Board

Trustees Governing Body Board of  Directors

Meetings Board of  Trustees Governing Body & 

General Body meeting 

as per bye-laws

Board of  Directors

No. of  Members 

Required

2 7 2

Compliance Low Medium High

Annual Filing No such 

requirement

Filing of  Audited 

Financials & list of  

Governing Body

Audited Financials, 

Annual Return 

& Relevant ROC 

Compliance
Online Filing N.A. Online filing facility 

not available, 

hard copy to be 

submitted with 

Registrar of  Societies

Online filing facility 

is available

Transparency Low Low High. As anyone 

can access the public 

documents of  the 

company
Voting Rights All Trustees Equal Equal Rights to All 

Members

As per Shareholding
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	�The facilitator should explain that NGOs are governed based on the 
essential policy instruments they create like constitution, bye laws and 
other policies. however, for each of  them statutory requirements under 
the IT Act and the FCRA remains almost the same.
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	�The facilitator should explain that this is not a conclusive list of  values of  
the organization and ask the participants to add if  some other important 
values have not found mention here.

	�The facilitator will add the values/characteristics, if  any from the discussion 
on the last slide. S/he should also spend some time on the need for the 
consensus, and ask participants if  their constitutions insist on consensus?
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Tips for the facilitator:

	�The facilitator should explain that an effective and functioning board is 
the first requirement for an effective and successful organization. S/he 
should engage the participants in the discussion on functions of  the board, 
frequency of  board meetings, ideal size for the board, diversity of  members, 
and how chief  functionaries ensure participation of  the board etc.

The facilitator can ask the participants to work on a Board manual for their 
organization as after dinner task.
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2. INTRODUCING KEY POLICIES
The facilitator introduces key policies that an organization should have, 
he should explain why NGOs need to have these policies. 

The session includes many key policies. To make the session more 
engaging the facilitator will begin each policy only with the topic and 
ask the participants about key elements of  the policy and then show the 
slide and fill the gaps if  the participants have not covered some essential 
elements of  the policy.
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3. CONSTITUTION AND BYE-LAWS
The facilitator will explain the requirements of  the constitution and bye-
laws of  the organisation.

The facilitator should emphasise that constitution, bye laws and VMG are 
the basic document that all organisations must have and its mandatory and 
NOT optional. They will require these documents for all project bidding 
and all sorts of  registration. 



NGO Governance and Policies | 12

4. �GROUP EXERCISE ON UNDERSTANDING 	
AND CREATING MISSION STATEMENT

The facilitator can begin by asking some of  the participants to present 
their mission statements. S/he should write some of  them on the chart 
paper. Then he should explain the importance of  mission statement, its 
essential features, show some sample mission statements. The exercise 
will involve participants into forming 2-3 groups, where they are asked to 
write/re-write mission statements of  their organization. The group will 
help one person in each group to formulate his/her mission statement 
through story telling method. The person will mention some of  his 
works impact, the participants will capture, what, who, for whom, how, 
where, what results etc. and use this information for formulating mission 
statement. Then the facilitator will test the mission statement.
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5. HR POLICY
The facilitator should explain that the main purpose to have human 
resources policy is to improve human resources quality of  the organization 
by assessing human resources needs and their capacity building needs, 
assure them of  the fair treatment and chances of  growth, build effective 
human resource management systems. HR Policies also include intent 
of  the organization to provide equal opportunity to all meaning 
commitment of  affirmative action or preference to candidates from the 
communities less represented in employment. Many organizations also 
append job description/s to the HR policy.

The facilitator should ask participants whether they have the HR policy 
in their organisations (and help them to formulate one, time permitting), 
when it was last updated, why, when do they aim to update it again etc.
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Not many organisations are likely to have anti corruption, anti fraud and 
anti bribery policies. The facilitator should encourage participants to have 
these provisions included in the HR policy/finance policy or to have a 
separate policy/statement.

The facilitator can start by asking what participants understanding by 
“whistleblowing,” and what is the “difference between whistleblowing and a 
complaint.” Not many organisations are likely to have whistleblowing policies. 
The facilitator should encourage participants to have these provisions included 
in the HR policy/finance policy or to have a separate policy/statement.
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The facilitator should explain that all persons in the organization beginning 
from board member to the field animator is bound by the code of  conduct 
and should be given this policy at the joining.

Many organisations may not have a written code of  conduct, the facilitator 
should encourage them to have one.
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6. FINANCE POLICY
The objective of  finance policy is transparent and use of  financial resources 
for the best interest of  the organization. The facilitator should explain that 
the policy creates internal control on finances and expenses, but it also 
has an important role in assuring the donors and the government about 
legitimate use of  funds accruing to the organization. The policy delegates 
authority to certain persons in the organization to open and manage bank 
accounts and maintain books of  accounts. Procurement policy which is 
generally a part of  the finance policy, lays down conditions of  making 
purchases and procurement of  goods and services. The organizatons 
also invest in assets including land, computers and peripherals, furniture, 
vehicles, camera etc. and the fixed assets policy lays down conditions of  
their maintenance, use and disposal. Laying down conditions for audits 
(quarterly, half  yearly, annual, internal and external audits etc.) is an 
important part of  the finance policy. The facilitator should also explain 
that laws of  the land (Income Tax Act, FCRA, FEMA etc. have significant 
bearing on the finance policy of  the organizations.

The facilitator can start the session by underlining that finance or financial 
management policy is one of  the ley policies, and all organisations must 
have financial management policy to have clarity in the roles, functions, 
authority, processes etc. related to finance.
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It is also mandatory to have as all board members are liable individually 
and collectively for any financial misappropriation. 

While the financial management can have many aspects, financial control, 
book keeping and accounts, bank relation and management, petty cash 
management, purchase and procurement, fixed assets, and conflict of  
interest, it is advisable for the small to middle level organizations, to have 
a comprehensive financial management policy incorporating all aspects 
rather than have separate set of  policies for each.
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Two groups are formed to work on a conflict of  interest policy, rest of  the 
participants will analyse when these two groups present. The facilitator 
will see how far the group can go in identifying areas of  conflict of  interest, 
mostly people generally refer to only financial policies and procurement, but 
conflict of  interest may go to beyond that (HR, Management, programme, 
Board etc.) it would be good for the participants to understand broad 
sweep and application of  conflict of  interest.

7. QUIZ ON FCRA
The facilitator can ask participants few question so as to enhance their 
level of  awareness on FCRA.
�Few question can be formulated like this, and participants can be asked to 
answer whether its true or false - 

1.	 The purpose of  FCRA Amendment in 2010 was to enable political 
parties receive foreign donations. (T)

2.	 The organisations can receive foreign donations without FCRA. (T)
3.	 The FCRA allows foreign donations to political organizations. (F)
4.	 The last amendments in the FCRA Act was brought in 2019. (F)
5.	 An organization registered under the FCRA can receive donation and 

give donation to any foreign NGO. (F)
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8. HUMAN RIGHTS POLICY
Many participants might be aware (and likely to have gender policy/
statement or child protection policy. The facilitator should start by asking 
if  any organization have these policies, and if  yes, explain it briefly. Then 
s/he should explain the context and show the sample policies.

The facilitator should begin the discussion by asking how many participants 
have the word “human right” in their constitution and bylaws? The answer 
is likely to be in affirmative by all. Then s/he should ask how many 
organisations have a human rights policy, and whether the field worker in 
their organization knows what is human right?

The facilitator should underline that having a human rights policy will 
enhance organisations and employees understanding on human rights as 
well to strengthen their commitment towards human rights protection 
and promotion as committed in their constitution.

The facilitator can explain that human rights policy may encompass number 
of  policies as listed. The organisations can have one comprehensive human 
rights policy or can have separate policies on each important concern.
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The facilitator shall be informed of  the Vishakha Vs. state of  Rajasthan and 
the legislation against the Sexual harassment. s/he may elaborate on the 
definitions of  “women,” “workplace” and “sexual harassment” etc.

The facilitator should explain that even if  the organisations do not have 
the policy against sexual harassment they must have a CASH Committee, 
as its mandatory under the legislation, but s/h should encourage the 
organisations to have an independent policy against sexual harassment.

Many participants are likely to be engaged in work on “child rights,” and 
therefore, the facilitator should encourage them to have child protection policy.
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9. FUNDRAISING POLICY
Many participant organizations are unlikely to have fundraising policies, 
therefore, the facilitator should spend sometime on the importance of  
fundraising policy. Also that among many rights based organizations 
there is a conflict of  opinion on whether they should receive CSR money 
and if  at all which corporates? In these circumstances, the facilitator 
should explain that the fundraising policy becomes more important of  
lay down a clearly deliberated policy. 
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10. MEDIA AND COMMUNICATION POLICY
The facilitator can begin the session by asking which organizations use 
social media. Almost all of  them are likely to respond in the affirmative. 
however, many of  them would not have a separate media/social media/
communications policy. The facilitate should further probe, how 
successful they consider their media work, or whether they encounter 
any problem in developing, sharing and promoting their communication. 
These problems can be the background to bring in the media and 
communications policy. This can be followed by showing a highly 
successful media campaign “Bell Bajao Campign” breakthrough.

The facilitator can start the discusison with the game “where did the 
communication go wrong?”
In the game around 10-12 participants who have volunteered are asked 
to stand in a single file facing back of  the person ahead in the line. The 
facilitator would give some “action/act” or “message on the paper” (viz. 
I rode a bicycle and fell) to the last person in the line while all other look 
to the other side and no one snoops to see what happens between the 
facilitator and the last person. Then the last person is asked to communicate 
the “act “or the message by enacting it (without speaking) to the person 
ahead of  him/her. The process continues till the massage has reached the 
first person on the line. The loss of  communication/change in the action 
being conveyed is fun to watch for all. That will set the stage for discussing 
why to have a communication policy.
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The facilitator can start the discussion by asking how many participants use 
media, what kind of  media, with what objectives and what are common 
problems that they face. That should set a background to emphasise the 
importance of  having a media and communications policy
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11. RIGHT TO INFORMATION POLICY.
�As majority of  the NGOs would not have a right to information policy, 
the facilitator should try to encourage them to have a right to information 
policy. S/he should explain that it is important as NGOs spearheaded the 
campaign on brining right to information Act, 2005, and also because 
NGOs should not shy away from the questions they tend to ask the 
government. Also that having a transparent right to information policy 
will enhance their credibility.
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***

12. ENVIRONMENTAL/SUSTAINABILITY POLICY
�In India very few organizations have a environment policy, and many of  
them are limited to having restrictions on air travel. The facilitator should 
encourage organizations working on climate change, SDGs, Biodiversity, 
Pollution etc. to have environment policy.



NGO Governance and Policies | 27

13. STATUTORY REQUIREMENTS
The facilitator should start the session with the rider that these statutory 
compliances are based on a generalists impression and research from the 
authentic but random source. The information here may not be conclusive 
and good enough for compliance and therefore, the participants are 
suggested to consult their CAs rather than rely just on these information. 
The compliance issue are complicated as far as compliance of  FCRA 
is concerned, esp. definitions of  what constitutes “political activities,” 
“administrative expenses” etc.

The facilitator can start the discussion by explaining that IT Act requires 
a number of  statutory compliances, while some of  them are voluntary; 
many of  them are mandatory. S/he can ask the participants which ones are 
voluntary and which ones mandatory.
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The facilitator can emphasise that while the income tax exemption in 80G 
is 50% (or 10% of  the gross annual income, whichever is less) however, 
there are few funds where 100% tax deduction is allowed viz. PM Relief  
Fund, National Children’s Fund, or under the 35AC.

Non Government Organizations are established for the welfare of  the 
society they need some financial assistant to run their welfare related 
works. These organizations arrange their funds through donations made 
to them by the governments or other individuals or corporate bodies. So 
to attract the finance for these welfare organizations the government has 
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provided some tax reliefs and benefits to those making donations.

NGO can avail income tax exemption by getting itself  registered and 
complying with certain other formalities, but such registration doesn’t 
provide any benefit to the persons making donations. The Income Tax 
Act has certain provisions which offer tax benefits to the “donors”. All 
NGOs should avail the advantage of  these provisions to attract potential 
donors. Section 35AC is one of  such sections. But this section provides 
benefit to only those assessees who have income from the head ‘business’ 
or ‘profession’ Under section 35AC, Organisations having income 
from business or profession can get 100 per cent deduction. Charitable 
Organisations can get registered themselves u/s. 35AC by applying to the 
National Committee under rule 11F to 11-O, if  they are carrying on any 
business. The approval under section 35AC is for three years only and not 
permanent in nature

REGISTRATION UNDER SECTION 35AC
•	 Under section 35AC, organisations having income from business or 

profession can get 100 per cent deduction. Charitable Organisations 
can get registered themselves u/s. 5AC by applying to the National 
Committee under rule 11F to 11-O, if  they are carrying on any business.

•	 The Central Government has specified various types of  projects of  
national needs for which Charitable Organisations can make donations.

•	 Business houses making donations for the purpose of  section 35AC 
should be careful that the done organisation continues to enjoy 
approval u/s. 35AC. As the approval under section 35(AC) is not 
permanent in nature.

•	 To get approval u/s. 35AC two sets of  application have to be made along 
with specified enclosures to secretary of  National Committee, New Delhi.

•	 The National Committee may recommend or reject the project but 
when the approval is recommended then it is for a period of  maximum 
3 years and it could be further extended if  the National Committee is 
satisfied with the performance during the period.

•	 A certificate has to be issued to the donor in Form 58A. This certificate 
will enable the donor to claim exemptions.

•	 The National Committee may withdraw the approval if  the project 
is not carried out in accordance with the approved conditions. To 
withdraw a project National Committee should provide an opportunity 
of  being heard to the aggrieved organisation.

•	 Section 35AC provides deduction from income from business and 
profession. Similar deduction is also available u/s. 80GGA, for assessees 
having income from other heads.
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NATIONAL COMMITTEE
The Central Government has constituted a National Committee to identify 
projects and schemes to be notified under section 35AC, such committee 
normally consists of  eminent persons. All NGOs are entitled to apply to 
the National Committee to get its projects or schemes approved.

WHERE THE APPLICATION IS TO BE MADE
The application for approval by the National Committee should be 
made to the Secretary, National Committee for Promotion of  Social & 
Economic Welfare, Dept. of  Revenue, Govt. of  India, North Block, New 
Delhi - 110001.

THE APPLICATION AND IT’S ENCLOSURE
•	 The application is to be made in 2 Sets, written either in Hindi or 

English.
•	 Details such as name, address and status of  applicant, the district/ 

ward circle where assessed/PAN number.
•	 Audited Balance Sheet, Profit and Loss Account or Income and 

Expenditure Account for the latest year and two preceding years.
•	 How is it constituted i.e. whether as a trust, society, etc supported by 

relevant documents like trust deed, rules and regulation, memorandum 
of  association etc. and registration certificate, if  any.

•	 Name and Addresses of  the persons managing the affairs of  the 
association or institution, including those who left the organisation 
but were managing the affairs of  the association or institution during 
the 3 years preceding the date of  application.

•	 If  the association or institution is notified under section 10(23)(C) or 
is approved for the purposes of  section 80G, the particulars of  such 
approval granted.

•	 Brief  particulars of  the activities of  the association or institution 
during 3 years preceding the date of  application or since inception if  
the association or institution is less than 3 years old.

•	 Such other information as the association or institution may like to 
place before the National Committee.

ADDITIONAL INFORMATION REGARDING THE PROJECT/SCHEME 
TO BE MADE
•	 Title of  project or scheme
•	 Date of  commencement
•	 Duration and the likely date of  completion
•	 Estimated cost of  the project 



NGO Governance and Policies | 31

•	 Category or class of  persons who are likely to be benefited from the 
project or scheme

•	 Affirmation that no benefit from the project or scheme other than 
remuneration or honorarium, will accrue to persons managing the 
affairs of  the NGO 

•	 Such other particulars as the applicant may place before the National 
Committee

•	 Certificate to be issued to the donor
•	 All approved NGOs are required to issue a certificate to the donor for 

all contributions & receipts under section 35AC. The certificate is to 
be issued in Form 58A.

This certificate will enable the donor to claim exemption from its taxable 
income. Further, the NGOs should also send an Annual Report to the 
National Committee indicating the progress of  the work relating to 
the project/scheme and the following informations in respect of  each 
contributor :
•	 Name of  the contributors and their addresses
•	 PAN
•	 Amount of  contributions
•	 The project/scheme for which the contribution is made
•	 Total amount of  contribution received during the year
•	 Total cost of  the project approved by the National Committee
•	 Such Annual Report should reach the National Committee by 30th 

June, following the financial year in which the amount is received.

ELIGIBLE PROJECT OR SCHEME
An approved amount could be raised and utilised within a given period. 
In selective cases extension of  period could be permitted for completion 
of  the project. Generally, such notified ‘Eligible Project or Scheme get the 
node of  the National Committee as mentioned below:
•	 Construction and maintenance of  drinking water projects in rural 

areas and in urban slums including installation of  pump sets, digging 
of  wells, tubewells and laying of  pipes for supply of  drinking water

•	 Construction of  dwelling units for the economically weaker sections
•	 Construction of  school buildings primarily for children belonging to 

the economically weaker sections of  the society
•	 Establishment and running of  non-conventional and renewable source 

of  energy systems
•	 Construction and maintenance of  bridges, public highways and other 

roads
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•	 Any other programme for uplift of  the rural poor or the urban slum 
dwellers.

COMMITTEE MAY CONSIDER FIT FOR SUPPORT, IN CASE:
•	 Promotion of  sports
•	 Pollution control
•	 Establishment and running of  educational institutions in rural areas, 

exclusively for women and children up to 12 years of  age
•	 Establishment and running of  hospitals and medical facilities in rural 

areas exclusively for women and children up to 12 years of  age
•	 Deduction of  contribution under section 80GGA.

Section 35AC is available to assessees who have income from the head 
‘business’ or ‘profession’. Therefore, for the assessees who do not have 
income from business or profession, section 80GGA provides for deduction 
on donations made to eligible projects under section 35AC. Section 80GGA, 
is a broader section and deductions are also available for contributions 
made for scientific research under section 35CCA and 35CCB, which have 
been withdrawn. 100 per cent deduction is available under section 80GGA, 
subject to the available gross total income under section 80A. Therefore, 
unlike section 35AC, deduction under section 80GGA cannot be carried 
forward in the form of  losses to next year.

The facilitator should underline that the participants, especially if  the 
organisations have some commercial activities, should consult their CA 
for more clarity.
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The facilitator should underline that the participants should consult their 
CA for more clarity.
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The facilitator should underline that the participants, especially if  the 
organisations have some commercial activities, should consult their CA 
for more clarity. The facilitator may add explanation from the following 
sources if  required.

A good commentary on the FCRA can be found at https://www.thehindu. 
com/opinion/lead/Time- to-repeal-the-FCRA/ article16946222.ece 
Latest amendment in the FCRA Rules done in 2018 through a finance Bill 
changed the definition of  the foreign source. Earlier any company with 
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more than 50% FDI was considered a foreign company. however, after the 
amendment they are considered indian companies and therefore donate 
to political parties. In a judgement in 2014, delhi high court had hawled 
both BJP and Congress for FCRA violations for receiving donations from 
companies.

A brief  visit to fcraonlimne services is also recommended at https:// 
fcraonline.nic.in/home/ index.aspx

Online filing of  returns under the FCRA is
also helpful http:// www.fmsfindia.org.in/ publication_upload/ standard/
s&n-ls-v8-i11.pdf

***



NGO Governance and Policies | 36

List of Abbreviations

CASH	 :	 Committee Against Sexual Harassment
CSR	 : 	 Corporate Social Responsibility
ED	 : 	 Executive Director
EPFO	 : 	 Employees Provident Fund Organization
FCRA	 : 	 Foreign Contribution (Regulation) Act
FDI	 : 	 Foreign Direct Investment
FEMA	 : 	 Foreign Exchange Management Act
GRI	 : 	 Global Reporting Initiative
GST	 : 	 Goods and Services Tax
GSTN	 : 	 Goods and Services Tax Account Number
HR Policy	 : 	 Human Resources Policy
NGO	 : 	 Non Government Organization
PAN	 : 	 Permanent Account Number
ROC	 : 	 Registrar of  Companies
ROS	 : 	 Registrar of  Societies
TAN	 : 	 Tax Deduction and Collection Account Number
TDS	 : 	 Tax Deducted at Source
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