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CAPacity Building towards Compliance

CAP Capacity Building Program has been restructured to offer NGOs services to ensure that they work towards
being compliant in these areas - LEGAL » FINANCIAL « HUMAN RESOURCES « BOARD GOVERNANCE
* COMMUNICATION » STRATEGY » FUNDRAISING AND VOLUNTEER MANAGEMENT.

Under its revamped program, CAP will conduct a series of workshops through the year that will successively
broaden the scope of training in each of the aforementioned areas. This will be done in a structured manner,
with each workshop following a defined syllabus.

Each workshop will be followed by a one-on-one consultancy with the NGD. NGOs that are part of this
program will depute different personnel waorking in these core areas to attend the workshops and
consultancy sessions. Each such representative will work towards fixing the compliance required within
that area. For example, an HR employee will attend HR workshops to build his/her organization's HR
resources and ensure that it remains compliant in this area.

At the end of the year, if they successfully fulfil their requirements and have instituted systems to ensure
that they remain compliant, they will be awarded a compliance certificate by CAP,

This program will be open to only 7 NGOs a yvear at a nominal fee. Our first batch of NGOs will
be chosen in August 2016 through an interview process,

For more details write to connect@capindia.in
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To Celehrate

we are offering 7 NGOs the
chance to avail of a CAP Compliance Review Certification
at a subsidised nominal rate .
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Editorial Theme
Thoughts

Finance Act 2016 has not brought any major relief vo charitable
organisarions, In fact it has introduced a new provision to cax
‘accreted Income’. Read more on that in this issve.

Tax and other legislations regulating NPOs are far from
enahling At a time when grant support is nmming low and
inrernarional fumding agencies are moving out and away from
Inctia, Indian NGOs are struggling with the issue of
sustainability more than ever before. Perhaps one way to
meet the sustainability challenge is through income generating
activities and building self-sufficiency. However, the Income
taxauthorities have part major capson that roo.

Everyone ralks abour the need for NGOs ro become self-
smstaining and recnce danor dependence. Hawever, does the
law allow nonprofits to generate income without fear of losing
taxexemprion?

How do other conntries meet this challenge?

Charities in the UK., for example, enjoy exemprion on trading
income so long as the trade is carried ot as part of a primary
porpose of the chardey or the rrade is carrled out by beneficlaries
of a charity. In practice all income can be sheltered from tax by
using a non charitable trading subsidiary that donates all its
profics tothe charity.

In the USA, non-profirs may be taxed on “nnrelated business
income” as defimed by the IRS (rhe US raxanthorities), but they
are generally allowed to earn income thar is eoadly relared to
their charirable mission, such as musenm shops, sale of logo-
frems, and Increasingly “commercial co-venrures” whose
earnings are dedicared in whole or part to the NGOs charitable

mission

In the meantime MHA continues to put fear in the minds of
Intematicnal donors. By now, the ministry has placed as
many as 18 International donors under a so called "wartch list'.

In a regularing regime thac is so disabling as vo instill fear and
paranoia, sustainability continues to remain susceptible and
at the mercy of the powers that be! ¢

Noshir Dadrawala
CEQ - CAP

Choosing a theme for the news-magazine is always
challenging. But, like most of rthe programmes we vim at CAP,
the answers often come from owr CAP members/affiliares.
Abhishek Thaleore suggested snsrainabiliry in 30 seconds and
since that was the word I had heard 10 times that week - it
became our theme for thisissue of Philanchropy”

Personally I find it a lirde ironical why it is one of the
buzzwords in the sector today. On one hand we want that

beneficiaries to take over and thus the NGO's
work redundant ar some point. On the other hand we want
thern vo rhink long-texm ar least wich a viston for che nexr 10 to
15 year and how they will continme to scale and .. yes .. ensure

sustainability

The way stake-holders, especially the funders, think of and
about NGOs is fundamentally dualistic. On the one hand they
want non-profit organisations to aim for high-end
professionalism, efficiendy run their programmes, ensure cost-
efficiency, and increasing brand value and fmpact.

On the other hand they also expect NGOs 1o ensure socially
sustainable work, free from profit motive, be culturally
diffevent, be kind to their beneficiaries and their employees and
of course not expect to be sustinably paid (certainly not as
well as their corporate counterparts) or even have sustainable
admin/overheads for the organisation.

Miost starc-ups who drop by our CAP office for registering their
non-profie chink social enrreprensurship is the sustainable way
to start. | particulary liked Khnshroo Poacha staring, “T want

people to be Soul Enterpreneurs not Social enterpreneurs.”, 1
hope that demars will also talee note of Sameer Zuhad's point,

“Doners do not want to donate towards corpus funding

becanse they think NGOs are not their responsibilities, only
projects are.” and the fomding scenario changes to snstainahle

funding of NGOs rather than just their programmes. Last bt
not the least, don't forger to xead how Ballywood secretly
inspired the United Nations. ¢

Meher Gandevia- Billimoria
COO-CAP

LEGAL NEWS

The Lokpal and Lokayukta Act, 2013

The Lokpal &amp; Lokayukea Act, 2013 (LLA) is an Act
intended to Regulate and Control Corrupdon im Public
mstirutions”. I came into effectin the year 2014 umder the UPA
government. The Act is to provide a constirurional body
(which has not been established as yer) to probe into
(inchiding the Prime Minister and all Ministers) and other
public servants.

Unfortunarely, individuals who serve in a fiduciary capacicy
{eg. trustees) or officers of NGOs and charirable institutions
which are vohmtary organizations for public purposes and
public good have also been inchided within the purview of this
Act as ‘public servants’

Creatingawareness
CAPhas already analysed and commented on thislegjslation on
its blog and we recommend our reader’s to visit

heep//capmewsviews. blogspot.in

CAP also inspired Business Standard o write about it and one
mayread the article on
htrp://www.businessstandard.com/article/economy-
policy/public- servant-tag-worriesngosector-workers-
16070700023 _Lhtml

Scrollin toohas covered the issue

http:/fscroll in/article/8114 36/indian-government- is-
targetring-ngos- yer-again- claim-non- profir-workers and
several voices from with the sector have raised cheir anguish
and concern.

Noone is opposed ro transparency

Recently VANI and FMSF also organised a meeting in New
Delhi where 250 representatives and key members of the civil
society artended and discussed this vexedissue.

CAP, VANI, FMSF and most, if not all stakeholders in the
voluntary / social seccor are collectively of the view that while
we are not against the principle of total transparency, full
accountabiliry and even poblic disclosre of nfoomarion, i
should happen at the organisational level and not at indivichal
level (board members, other officers and cheir families). [n fact,
enough organisational level disclosure is anyway happening
with NGOs and charirable instirutions receiving even just a
few thousand rupees from foreign source up-loading guarterly
information about such funds either on their own website or
MHA's wehsite.

Who should feel concerned and why?

Section 14 (g) &amp; (h) of LLA are of key importance and two
types of organisations should feel concerned regarding this
leg‘ls]arlnn:

¢

I) Organisationsreceiving more than Rs. 1 Crfrom the Cencral
Govermmentand

i) Organisation receiving more than Rs. 10 Lakhs
[from foreign source/s’ under

The law is drafred such thar even if the ‘public servant’ {trustee
or officer) resigns he/she would continue w be treated as
public servant’ and can be investigated for aprevious FCRA.
offence. Further, the retums u/s 44 should be filed by the
‘public sexvamt” dll all dhe forefgn donatioms received by the
NGO areused up.

Also, this Act applies to "public servants’ whether residing in
Indlin or outside, thus including Board members who may be
NRLFPIOand OCL

Once a Board Member or officer becomes a “public servant’
he/she must file a declaration along with a return of hisher
assers and Habiliies. This must be dome within one monch.
Additionally an annual return of assets and liabilities must be

filed by 31-July each year.

Impace of this Law

Ifyou are a Board Member or officer of an organisation to which
this law applies you become a “public servane and you conld
become liable for inquiry, if a complaint is made to the Lokpal
against you. Any member of the public can file such a
complaint. If the Lokpal finds evidence of corruprion against
you as a public servant, a case could be filed and the Lokpal
conld also order confiscation of assers acquired through

COTTUPE MEans,

If, as a ‘public servant’ you do not fle che annmal declaration or
dn not declare all the assets properly, then it wonld presumed
theat the assets were acquired through corrupt means.

There appears to be no specific penalry or prmitive action for
lace filing or not filing che recorn. &

3
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Substantial Drop In
Foreign Contributions

In a press report based on a RTI application filed by
NewsLaundry.com, a media portal, it is now confirmed thar
FCRA funds for the fiscal year 2014-15 were only Rs 8,756
crores compared to Rs 13115 crores during FY 2013-14 - a
rednction of over 33%in imding.

State-wise too fonding for most states has come down. The
National Capiral, Delhi has witnessed a huge drop of more than
fifty per cent. Tamil Nadu and Andhra Pradesh are the other
two states where FCRA funds have dropped extensively.

Reportedly, the impact has been felt mastly by advocacy and
huuman rights associations.

Tax Treatment OF Business Income OF Charirable Insriturions

Charitable insriturions falling under the cacegory:
“advancement of any other object of general public utility”
operate in perpetual fear that if cheir mcome from sources or
activities which could be treated as “commerce, trade or
business™ cross the boundary line of 20°% of total income
(earlier this was a sum of Rs 25 lakhs) the Income tax officer
would only be too happy to serve a show-canse notice why
registration w/s 12AA (raxexempoion) should not be cancelled.

The Central Board of Direct Taxes (CBDT) has recently issued‘

instructions to all Income Tax Officers vide a circular No.
21/2016 on 27th May, 2016 thar in case a charitable institute
crosses this limir, then while its income for that year would not
be treated as rax exempr and wonld be subjected to taxation,
however its registration (ws 12AA) for that year should not be
cancelled. In case, in the fallowing year, the income remains
within the permissible limit, the entity will be treated as
charitable for thac year.

I other words, merely on the hasis of excess receipt from
commercial activity beyond the cut-off (20% of toral receipcs
during the financial year), exemption w's 1I2AA should noe be
cancelled.

The circnlar also states that this is important so thar such one-
time taxation of a charitable instirucion should noc result in
unintended taxation on accreted income under the new section
i15TD, which conld resmlt in additional tax liabilivies.

l'o keep in touch with the latest news related to legal

ll.!"l'l'l11|i:l|'|{'l'_ stay connected to CAP through our blog on

our website or through the Facehook page.

United Nations High
Commissioner's Report

On the Enabling
Environment for Civil Society

India should welcome the report of the UN High Commissioner
on Human Righrs on “Practical recommendations for the
creation and maintenance of a safe and enabling environment
for civil soclery, based on good practices and lessons leamed”
(A/H/32/20).

The report highlights elements necessary for robmst civil

sociery space and sustainability of the sector.

Ameng other recommendarions, che repore calls om Stares ro:

L. Ensure that civil society actors can seek, receive and use
funding and otherresources, whether domesticor foreign,
without prior authorization or other undue
impediments.

2. Ensure that all counter-terrorism measures that have an
impact on civil society comply with all relevant
internarional human righrs law and scandards.

3. Demonstrate high-level political support for the
independence and diversity of civic acrivity through
public statements and public information campaigns.

4. Recognize the right to participadon in public decision-
making processes m legislarion, adopt new rechnologies
and social media ro solicit wider inpur, and increase
capacity of officials ro implement meaningful
consnltations.

5. Develop or update a national policy famework and
acrion plan ro guide implemenrarion of the
recommendarions formulated in the present report and
of all interpational human rights law and standards
relevant tocivil sociery space.

The repore also calls on regional and incernariomal enrides,
including the UN Commitree on Non-Governmental
Organizations of the Economic and Social Council, to expand

transparency and provide for the effective participarion of civil
SOCieTy. «

FROM THE LEGAL HUB

Finance Act 2016
&
Tax on Accreted Income

The Finance Bill 2016 was presented in the Indian Pariament
on 28th February 2016 and was approved by the Lok Sabha and
the Rajya Sabhia and assented by the President of India on 14th
May 2016 amd enacted as Finance Act, 2016.

In Budget 2016, the Finance Minisrer had proposed a new
chapter in the Income Tax Act with a view to tax conversion of
"Won Profit Organizations' into Tor profic ceganization .

It wasproposed that the accretion inincome {accreted income)
of a trust or institution shall be taxable on conversion of the
trust or instinition into a form nat eligible for registrationu/s 12
AA or on merger into an enrity not having similar objects and
registered nnder section 12AA or on non-distribution of assets
on dissolurion to any charicable insritation registered n/s 12AA
or approved nnder section 10§{23C} within a period twelve
months from dissolution.

'*-aw
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Accreted meome means ageregare of total assers (at fair market
value)reduced by liabilitieson specified dare.

With the Bill now having passed mto Act or the law, a new
provision in Section 115TD has been inserted to provide that
value of the following assets shall not be taken into
consideration while computing the ‘accrered income'
a. Asset accuired by trost/mstitution out of its agriculrural
Incoime
b. Asset acquired by trust before getting reglstered u/s 12AA
provided that po exemption n/s 11 or 12 is provided to
trust or institution during chat period.
It is also provided thar the tme limit of 14 days for
payment of tax shall be compured from the:
a. date on which period foc filing appeal before ITAT against
the order cancelling registrarion (or order rejecring the

applicarion) expires, if no appeal has been filed by
rust/insttution; or

b.date on which order in any appeal, confirming
cancellarion of registration (or application), is received
by trust/institution.
It has further been clarified thar registration w/s 12AA
shall include registrarion obtained n/s12A.

The rationale behind introdncing the new Secriom 115TD is
quite simple. Section 2(24) of the Income Tax Act defines
"Income* and it includes any volhmtary contribution recefved
I a charitahle trust or institurion or a fund. Section 11 and 12 of
the Act provide for exemption to trusts or institotions in
respect of income derived from property held imder trust and
volunrary contributions snbject to condidons laid down
thereln. However, the exisring provisions do not deal with
struarions wherein cthe income of the trust may have tabe rased
when the charitable trust vohmtarily winds up irs activities
and dissolves or may also merge with any other charitable/non-
charitable mstirudon, or it may be converted nto a non-
charitable organization.

According to tax authorities, gaps in the provisions of the Act
allowed nntil now, charitable trusts to build up corpus/wealth
through exenprons only to laver ger converted into non-
charitahle organization without paying tax. Such instimtions
used 1o take benefit of the absence of clarity of tax provisions
and transfer assets to non-charitable institurions. The
amendment was brought in vo fill this gap in law and to ensure
that the benefit conferred over the years by way of exeroption is

on advisory [«

[Law, Income-tax, FCRA, L

To know more about our service offerings contact -

connect@capindinin
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Companies May
Have To Spend 30% Of
CSR Funds For Clean India

Keen to accelerare Swachh Bharar Abhiyan, the Central

Government is considering a proposal to ask privare compantes
and PSUs to spend around 30% of CSR funds on cleanliness

Programs.

The proposal is under consideration of a panel of Union
ministers which is deliberating on ways to fast-track Prime
Minister Narendra Modi's top priority schemes - Make in
India, Jan Dhan Yojana, Swachh Bharat, Digital Inclia and Skill
India. The propesal is in line with the recommendarion of Niri
Aayog s panel of chief ministers headed by Andhra Pradesh CM
Chandrababu Maidu.

The panel in its report has said, ‘A certain part of the CSR
conyrihurions by PSUs/Campanies may be spent in the states
where they are located.” Niti Aayog's repart had recommendexd
several steps, stating it is very comprehensive in its coverage
and requires huge amounts of funds to cover all aspects of the
mission.”

As per the Niti Aayog report, the mission, launched on October
2, 2014, envisages an investment of nearly Rs 2.23 lakh crove
over a five-year period for constructing houschold toilets,
community and public toilers and scientific wasre
management. The governmenr is also considering long-rerm,
tax-free Swachh Bharar bonds toraise fimds.

Ar CAP, we are of the view that CSR ismeant to be voluntary. It
canmor and should nor be enfarced or else it becomes a form of
inclirect taxarion. Even, right now;, the law only Mandates CSR
Reporting, mot its implementation. Companies should be
encouraged ronnderrake CSR acrviries according to thelr own
policy and in alignmentwith their businessinterest.

The government may succeed to some extent in persnading
P5Us. However, it is doubeful whether they will be able ro arm-
ewistprivate ane public Lvd. companies.

Let's wait andwarch. »

Cio
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Can Donor Be A Beneficiary?

Secrion 13 of the Income Tax Act 1961 deals with conditions
under which a charirable trust could lose its tax exemption w/'s
1 or12 {the sections dealing with taxexemptions).

According to Section 13(1)(c)(ii) Nothing contained in section
1 [or section 12] shall operate so as to exclude from the toral
income of the previous year of the person in receipt thereof - if
any part of such income or any property of the trust or the
institution (whenever created or established) is during the
previoms year used or apphied, directly or indivectly for the
benefir of amy person referred toin sub-section(3).

Now when we lool ar snhsection (3) of Sectiom 131t Hsts under
sub-clause (b) "any person who has made a substamtial
contribution to the trust or institution, [that is to say, any
person whose contribution up-to the end of the relevant

previons year exceeds fiftythonsand rupees|®.

The IncomeTax Act adds the provision:

“Provided rhar in che case of a tyust or instirution creared or
established before the commencement of this Act, the
provisions of sub-clause (ii) shall not apply to any use or
application. whether directly or indirectly, of any part of such
income ox any property of the trust or instinion for the benefic
of any person referred to in sub-section (3), if such use or
application is by way of compliance with a mandatory term of
the trust or a mandatory rule governing the institotion.

Thus, a charitable institution may lose its tax exempiion if any
income or property of the institution during a financial year is
applied, direcely or indirectly for the benefic of any person
whose contribution exceeds fifty thousand rupees during thar
financial year. »

CSR CONVERSATIONS

CSR Can Contribute To
Sustainability

Given the CSR requirements within the 2013 Companies Act,
corperate India will be playing a more active role in addressing
India’s social concerns in the coming years. While it is still too
early to evaluare the utilicy of such a progressive law, it is clear

thar companies have the potential to be a major force for good.
There are several important reasons for this.

First, of course, is the reality that 2 percent of after-tax income
will now go towards certified CSR acrivides. According to
finance minister Arun Jaitley in a March 2016 Economic Times
article, companies spent Rs 8,347.47 crore in the last year. Those
reading this newsletter and thus are probably in the social
sector will know that a fair amount of these funds are being

gpent inefficiently—or even questionably. But it is clear thar
the bottom line is massive and will trickle through to increase

the impacrof many social delivery programs chronghour India.

Second, companies do have a vested interest in contributing to
cleam, stable environments where they can find and keep well

educated and productive employees. While there are examples
of short-sighted companies that act contrary to this idea, many
are interested M long-rerm health and sustainabilicy and
recognize the need to invest in a conducive operating
environment. We look o the exrraordinary example ser by
Tara Sons, which lists irs purpose as being “commitred to
improving the quality of life of the communiries we serve.”

The third reason and the one that our Centre is particularly
excited about is the role thar companies can play to build
capacity in the social delivery space. Social delivery
organizations may be non-profits, but they need to think more
like businesses. To maximize their impact, they should be
concerned with transparent accomnting, financial forecasting,
strategic planning, organizational management and
development and a whole host of other skills that have
tradicionally been labeleclas business skills. These skills arein
ample supply within the private sector. What we need to do is
establish systems thar allow technology transfer from
companies to social delivery organizations which will help to
build capacity. While illustrative examples of this type of
partmership are in short snpply, there are same thar poinr the
way forward. Here are two examples, one in India and one in
Malaysia.

Dilasa Sanstha has been working wich farming communities in
Vidarbha from the mid-1990s wirth the goal of helping farmers
to bemore productive and earn seable livelthoods. Several years
ago, Dilasa entered into a stracegic partnership with the Axis
Bank Foundadion {ABF). ABF helped Dilasa set up funding
mechanisms that expanded their ability to provide ruval credit.
They also worked with them to strengthen its internal

¢

By Dr Ruth Shapiro

budgeting and accounting system, and supported the creation
of a monitoring and evaluation system—for the first time,
Dilasa could collect critical impact data on beneficiary income,
honsehold assers, migrardon level, educadon levels, dier,
investment plans, and insurance policies. The parmership with
ABF enabled Dilasa to operate at a much larger scale and helpa
great many more farmers and rural commumiries.

Another example of this kind comes from Malaysia. Mercy
Malaysia was created by a small group of doctars in Malaysia
who wanted to help when natural disasters occmrred such as
the tsmmami in Sonthease Asia i 2005, Mercy soruggled with
creating the systems necessary to be nimble and effective when
responding to disasters in real time. They parimered with
Khazanah Berhard, Malaysia's sovereign wealth fund.
Khazanah helped Mercy develop management systems that
help Mercy manage people and resources and deploy them
efficiently to a disaster zome. The parmership has helped
Mercy becomea serious and internationally acclaimed provider
of disasterassistance around the world.

In both of these cases, the compeanies provided financial
resources AND rechndeal yesources. They commirred to the
social delivery organizations for the longer term, developing
the trust and the relationships necessary to make the

[ hope that over rime, we see more examples of this type of
partnership emanacing from India. This will require leaclers
from the business and social sectors to think more deeply about
huwmmpanimmncmmhummmdalgmdm hx]la,bqrnnd

committed
philanthropya
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Who is “Foreign” & who is not?
Mysteries of FCRA 2010

Until recentdy if you received a domation or a grant from a
company like HDFC Ltd., which is an Indian company and
sanctioning that donation or grant in India, in Indian rupees, it
was to be treated as a foreign contribution. Not only that, if you
received a donarion or grant from the HT. Parekh Foumeain
(the company's foundation) which is registered in India and
making the contribution in India, in Indian Rupees, thar oo
would be a foretgn contriburion mder FCRA 2010.

‘What was the reason for this? The problem had its roots in the
defmirion of what is “foreign source™ under FCRA 2010. Section
2(I4j)(vi) of FCRA 2010 treated any Company even if
registered under the Indian Companies Act a “forelgm source” if
more than fifty per cent of the company’s share capital was held

by foreigners (e.g FDIsor FlIs).

However, Section 2(1)(jivi) has now been amended vide
Finance Act, 2016 which was passed by rhe Parbamenr,
received the assent of the President of India on 14ch May, 2016
an has been duly published in the Gazette of India (The
Amendment to BCRA 2010 can be foumd on page 91 under Part
XIIL)

The velevanc exrract §s as follows:

PART XII - AMENDMENT TO THE FOREIGN
CONTRIBUTION (REGULATION) ACT, 2010

236, In the Foreign Contribution (Regulation) Act, 2010, in
section 2, in sub-section (1), in clause (j), m sub-clanse (1), the
following proviso shall be inserved and shall be deemed to have
been inserted with effect from the 26th September, 2010,
namely:—

“Provided that where the nominal value of share capiral is
within the limirs specified for foreign mvestment mncler the

Foreign Exchange Management Act, 1999, or the rules or
regulations made there under, then, notwithstanding the

naominal value of share capital of a company being more than
one-half of such value at the time of making the contribution,
such company shall not be a foreign source;”.

“Foreign source” is defined in Section 2(1) {j) of FCRA, 2010. It
has ten sub-clanses and rhe recent amendment s only wich
regard to one snb-clause (e sub-clause (vi))

Please veadd the amendment carefully and note thar the
amendmentis specific only sub-clanse {(vi) of Section 2(1Kj).

There is no amendment to sub-clanse (iii) or sub-clanse (v)

of Section 2{1)(j).

“Fareign source™, as defined in Section 2(1) (j) of FCRA, 2010

includes:-

1 the Government of any foreign country or territory and
any agency of such Government;

ii.  any inrernational agency, not being the Unired Narions or
any of irs speclalized agencies, rhe World Bank,
International Monetary Fund or such other agency as the
Central Government may, by notification, specily in this
behalf;

fii. aforeigmcompany;

iv. acorporation, not being a foreign company, incorporated

in aforeign country orterritory;

v. ammlti-national corporation referred toin Section 2(g)
sub-clamse (iv) of FCRA, 2010;

vi. acompany within the meaning of the Companies Act,
1956, and more than one-half of the nominal value of its
share capitalis held, either singly or in the aggregate, by
one or more of the fallowing, namely:-

a. theGovernment of a foreign country or territory;

b. thecitizensofaforeign coumtryor territary;

c. corporations incorporated in a foreign coumery
or territory; d. trusts, societies or other
associations of individuals (whether incorporated
ornot), formed or registered in a foreign country or
territory;

vii. atrade mnion in any foreign country or territory, whether
ornot registered in such foreign conntry or territory;

viif. aforeign eruse or a foreign foundation, by whatever name

called, or such trust or foundation mainly financed by a

foreign coumitry or rervitory;

ix. asociery, club or other association or indivichaals formed
or registered outside India;

X, acidzenofaforeigncomtry.

The recent amendment mder Finance Act 2016 is only
comcerning: sub-clanse (vi) or a company within the meaning
of che Companies Act, 1956, and more than one-half of the
nominal value of its share capital is held, either singly or in the

FROM THE LEGAL HUB

aggregare, by one or more of the following, namely:-

a)  the Government of a foreign country or territory;

b) thecitizens of aforeign country or territory;

¢} corporations incorporated in a foreign country or
cerricoiy,

d) trusts, societies or other associations of individuals
(whether incorporated or not), formed or registered in a
foreignconntry orterritory;

Thus Indian companies such as HDFC Led., which have more
than 50% FDIs or Flls will not be treated as “foreign source’
with retrospective effect from 26ch Seprember 2010, thanks to
this amendment.

However a Foreign company’ or ‘Multi National Company’
will continue tobe treated as*foreign source’,

Section 2(42) of the Indiam Companies Act 2013 defines
“foreign company” to mean any compary or body corporate
imcorporated omside India which:

{n) has a place of business in India whether by itself or throngh
an agent, physically or through electronic mode; md
{b}conducts any business activity in India in any other manner.

¢

Under Secdon 2(g) of FCRA 2010, 'foreign company' means
any company or association or body of individuals
incorporated outside India and includes

(1) a foreign company wichin che meaning of secrion 591 of che
Companies Act, 1956;

(i) acompany which is a subsidiary of a foreign company;

(i1} the registered office or principal place of business of a
foreign company referred to in sub-clause (i) or company
referred roin sub-clause (ii);

{iv) a multi-national corporation.

In Explmarion to sub-clause {iv) [regarding multi-narional
corporation] FCRA 2010 states:

“For the purpose of this sub-clause, a corporation incorporated
in a foreign country or territory shall be deemed to be a multi-
naticnal corporation if such corporation:

{a) has a subsidiary or a branch or a place of business in two or
moTe councries or tercitories: or

(b} carries on business, or otherwise operates in two or more
commtries or territories. o
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The Sustainability Plan -
What's Your Plan?

There isnouniversally agreed definition on whatsustainabilicy
means. There are many different views on what it is and bow it
can be achieved. It is often said a sustainable NGO is a non-
governmental organisation thar has the abilicy to survive overa
long period of time and at the same time has the abilicy to
effectively fulfill its mission. We asked a few NGOs cheir
thoughts on sustainabiliry.

Gerring Started

The firse thing ta doisa self survey. Ask yourselves some crucial
quesiions,

What is the main purpose of our organization? What is our
mission? Whar is our vision? - A consistent commumication and
pathis primary.

Whar are the commumity's needs and how are they
evolving? How well does our mission align with chose neecls? -
To contirme making impact and remain sustainable be aware of
the commumity's dynamic needs and are you evolving as an
organisation tomeet theirneeds.

What are we trying to accomplish by maintaining our
programs or services? - Ensure you are making the most
effecrive use of available resources by asking how else your
goals might be accomplished. This may help you in taking an
ontcome-oriented approach to providing services; having
comcrere results to show toprospective donors.

Do we fill a gap in services? - NGOs don't sell products to
clientsbutinstead their programmes tofunders.

How many and what kinds of people, with whar skills, do
we need to won our and services? - Make a fair
assessment of the need for stalf, volunteers and making sure
they avenot strerched.

Collabowate - It's almost impossible to meet all of your
beneficiaries needs. Working with project partners who offer
complementary services enables you to enhance your ourreach
efforts chrongh the referral process.

Build Your Case For Support

Building a case for support is like advertising. You must
commdcare your cause i a way thar arcracrs rhe donor's
interest. Your “case” is the communication that yon use to “sell”
your organisation to them. To make sure your case is effective
you need to have a rhorough imderstanding of your
organization's purpose and contributions to the commmiry.
No marter how elfective your organisation is in fulfilling its

mission, you will fail to find adequate donor support unless you
develop and commumicate an effective message.

An effective Case for Support should include -

¢ effective identification and articulationof the problem

} your organisation's purpose and soltion to that
problem

¢ your vision for thar solurion & how you plan to achieve
it

¢ support and resources you will need

Remember to present it in a way that the donor is moved to
support it. Tell them how important their support is to you and
thase you serve and chat by supporting the organization, chey
are making a difference to the communiry. Don't make the
problem so large thar they feel that their assistance won't really
hedp. Most importantly remember to mention how you plan to
track and evaluate your progress and communicate back to
them how their money is effectively spent.

Ensuring Snstainabilicy

Many NGOs have the
expectation that current g
sources of revepue will %‘r
remadn consistent. One of

the hest ways to sustafn KEEP
your organisation is to

expand your potential CALM
revente somrces through AND
v marmsmaend  PLAN FOR
sustafability plan by going IRJUAYPNIN NI MAR §

beyond the financial
supporcreceived.

Financial resources are any NGO's target, but in-kind
contrburioms can help o offser expenses or improve
organisational effectiveness.

Target donors for other services that fit inco the overheads and

which require specialised expertise which NGOs often can't
aftord such as marketing assistance, venues to hold events,

prinringof stationary erc.

Build an effective vohumteer team to support staff and cur down
OI FOUL TecTuitment costs.

Cultivate relationships with donors, velonteers, all
stakeholders such thar chey bond wirh the organisarion and the
cause enaugh to spread the word and bring in more resourees
and goodwill through their networks.,

Develop earned income strategies to ensure a reliable source of
income such as fees for services, renting out space. +
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Developing A Sustainability Strategy

Determine what your current budget of expenditure is, Le. start with what you have.
Furtherdetermine what are:

(a) core operational expenses

(b) programme/project expenses

(c) capital expenses ]
<
Further break down your core operational (or overhead) expenses into what is the highest
(and mostimportant) expense and the lowest (and least important) expense. |
4
Develop a minimum budget (what you need to cover to survive) and a maximuwm budget
that will allow you to deliver on all your programme ohjectives. I
]
Make a list of your current external donors and how much they are currently funding and
over which period. Don't forget to take into accoumt pledges of furure funding from
donors. I
4
Make a list of your own income activities and how much income is generared per annum.
Ascertain which income activities are financially viable and which are a drain on your
finameial resources. |
1

Determine the percentage of own income in relation to external funding Set yourself an
objectiveof increasing own income by a certain percentage that is achievable e.g, from 10% of your
total core aperational budget {excluding programmes) to maybe 30% over 3 years. i
4
Create a plan how this will be achieved over those 3 years e.g. increasing fees for services,
utilizing investments to maximize interest, trying to develop more income generating
activities such as renring out space or creating products, without becoming distracted
from your corefocus, ete. |
4

Ensure thar in all your budgers for programme expenses the donors make a sizeable
contribution to administration costs, at least 109%-20% and reflect salaries as far as possible as a
programme/project implementation/coordination. I
4
Evolve how to minimize the cost of nmning your organization, eg. stafl containment,
nmlei-skilled staff members, use of volunreers, getting key service providers to offer
probono or subsidised services —auditors, website providersetc. |
4
Categorize the potential donors in order of high potential and low potential. Focus your
energy on the high potential donors. Remember to send in your proposals in a timely
4
Develop a fundraising straregy to cultivate unknown donors. This is a continuons process and
cannot be started when current donors contracts come toan end. |
4
Develop a risk management straregy - how will you respond should promised funding be delayed
due to unforeseen circumstances. Will you cut or withhold salaries, borrow funds from other
programmes/ projects or maybe use your corpus reserves? ;
_‘_
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Funds for NGOs —

How Easy — How Difficult?

Samer
Zuhad is the Founder
and CEOQ of Fundsfo NGOs
r's experiences working with grassroots-oriented
commuRity organizarions in India, Kenya, USA and Nepal
as well as internarional agencies, including the Unired

Samee

MNations, drives his desire to worl: for sustainable eivil society
development, He has trained, educated, and digitally
empowered thousands of NGOs at all levels using innovative
online technologies in over 130 countries. Here he shares
his thoughts with Meher Billimoria of CAP.

CAP: You have experience over different comntries &
continents. Whar are the trends you see within NGO &
Sustainahbility here In India and overseas?

Sameer: The situation of NGOs in India and other developing
conntries is quite similar. The sector seems to be unorganized
and chere is lack of support from the government in addirion to
the poor sustainability practices undertaken by NGOs.
Hawever, in developed societies, NGOs play an essential mole;
they are known and respected by the public and the
government gives them full responsibilities romanage and lead
welfare services and help develop policies. For example in the
Netherlands, the Dutch NGO Coalition for Children's Rightsis
actively consulted by its govermment for addressing issues
relared o child rights. Developed coimtry NGOs also have well
plarmed, fund-raising strategies thar help them ensure
sustafnabilicy in che long-term Fund-raising is mosdy a

sepammdaparm:ntnmmgatmchctgmﬂznﬂmmdthtir’

fund-raising stalf is regulary trained in creating strategies,
mapping donors, developing prospects, identifying
opportunities and more.

CAP: In your opinion, what are the 3 quick fixes thar any NGO
should focus on for sustainability and what do they tend to
overlook?

Sameer: The first and foremost point for all NGOs ro
understand is that there is a severe crisis and limitation in the
availabiliry of instivurional fimding resources, They canmat be
available permanently nor they can be distribured widely.
Theretore, the high dependency on donor agency fimding hasto
be rechiced. Althongh for most NGOs, it may be difficolt in the
short-term to mobilize non-institntional grants, they can start
by reduocing casts.

Innovation ia the key to sustainability. NGOs need to innovate
ifthey wish to survive in the long-term and gather new skillsfor

creatively addressing issues. Even donor agencies easily fumd

innowarive rather than conventional methods. Ideally,
the innovation should be tested at small-scale using low costs
but should be able to scale np for larger impact. Donorslove this

type of aconcept and are willing to invest in such projects.

Muost NGOs rend to aursource their fund-raismgeffores. It may
be easier to hire consultants to do the complicared work butic
isnot a healthy sign for long-term sustainability. NGOs should
seel to acquire fund-raisingskills and cry to work on thefr own
toraise unds. Hiring external fundraisers is not only costly but
also risky as chances of grant spccess are low and the trend is
not good for the snstainability of the organizarion.

The potentiatity of nternet technology is one of the main areas
that NGOs overloole. It can be used not only for raising funds
bur also the enormous free content available can be used for
building their own capacity. Other areas NGOs tend to ignore
are: Metworking to lobby for a strong position with the
government and working rowards building a positive public
image.

CAP: When should NGOs start thinking aboue sustainability
& how should they build it into their plan? Wha shounld be
responsible -board or management?

Sameer: [ soromgly believe thar sustamahbilicy should be che first
thing NGOa should think about. We know very well that most
projects and organizations have failed because there has been
no sustainability. The board is primarily responsible for
building the strategic vision of the organizadion and
sustainability should be part of thar vision. The managemenr
can develop the snstainability plans through brainstorming,
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CAP: Many donors want NGOs to focus on sustainability but
don 't want o donate towards corpus. Hence they spenda lor of
time fnndraising each year rather than the programme. Your
thoughts on this.

Sameer: Donars do not want to domate towards corpus fanding
becanse they think NGOs are not their responsibilities, only
projects are. Also donors do not want to spend resources
directly on institntions - there are political, economic and
social consequences because of which they want toavoid it.

In an NGO where resources and staff are limited, it may be

ahout NGO sustainability. Even NGOs tend to think little
about long-term sustamabilicy when they recetve a huge grant.
It is important for the NGO ro negotiare with the donor agency
to ensure that the project funding "also’ contribures towards
thesustainability of the tmplementing NGO.

Both the donor agency and the NGO should look beyond the
project period and the lacter should convinee the Former thac if
the NGO is sustainable it could do more with the same budget

after the project ends. It can scale wp its operarions, replcate
successes and help the donor get some footing cutside of the

difficulr to separare fumd-raising and programme management. ’ project period. However, this cype of negotiation requires

But for every funding programme, there is usually 5-109% acmin
budget that is given to organizations by dopors to cover
averheads. A portion of this budget can be nsed ro build the
corpus in the long-term. Nevertheless, fund-mising is a
contimons process and NGOs need to remain alext and active
thronghour the yeartorespond to market oppartunities.

CAP: Does a grant-maker's perspective of sustainabiliry ciffer
from thar of the recipient NGO? If yes, why and in whar
manner? If we can crack this question it could help bridge the
gi.ll.‘l toan extent.

Sameer: As mentioned before, the grant-maker is mostly
interested in seeing his project succeed rather than worrying

Mumbai Mobile Creches runs
comprehensive day care centers, and has
been supporting the health, safety and
mrrERRFl cducation of children living on construction
et sites for more than 43 years.
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We are seeking
Head - Day Care Centre Programme

» Master's degree in Human Development
OR Social Work

¥ Minimum of 10 years of experience
Proficient in MS Excel and MS Word

» Excellent verbal and written
communication skills

» Command of written and spoken English
» Able to prepare budgets and annual action plans

» Efficient in setting targets and
implementation of milestones

Send in your CV to: administration@mmcmail.org.in

wemendous strategic and budgetary work. NGOs need o
undertake proper homework before building a case for chis.

CAP: Everyone's idea & perception of sostainability is
different. The domor, the rectpient and beneficiay. Would you
consider it desirable tostandardize ir?

Sameer: Yes, Standardization is the need of the hour - not only
in terms of sustainabilicy buoc also in other areas such as NGO

governance, management, implementarion etc. +

Mumbai Mobile Creches runs
comprehensive day care centers, and has

been supporting the health, safety and
education of children living on construction
sites for more than 43 years.

MLUMDAL &
MOBILE CHECHES
larasip MEES COARFAIETIAN

We are seeking
Fundraising Manager

» Graduates with an MBA (Marketing) / Mass
Communication

b Minimum of 7 years of experience in fundraising
» Proficient in Excel, Word and PowerPoint

» Excellent verbal and written communication skills
¥ Command of written and spoken English

» Strong relationship management and
professional presentation and interpersonal skills

» Should enjoy meeting people and
giving presentations

Send in your CV to: administration@mmcmail.org.in

13



(g i B

Funding for Corpus, Core staff and Overheads
is Essential for Organizational Sustainability!

People ingeneral really appreciate the work NGOs and people dedicated to causes do,
butwhen it comes toparting with fimds there's a general mistrustin the atr. We've all

heard proclamations like “Y'd rather give 2 sacks of rice than give money” or “1 don't
know how muoch of my money will actnally reach the beneficiary.” However, these
arguments are misplaced.

For instance, let's take the “sack of rice” argument, which is analogous to “program
cost”. One might belleve that such a donarion has a high chance of complere
disbursement to the beneficiary, that chere will be no “loss in translation™. But that
misses the big picture — “how will the sack of rice effectively reach the beneficiary in
theright form?”

The answer to thisquestion is "overheads®.

There are several ather costs in the equation — cooking costs, including cook, gas, oil,
spices, etc; infrastructure costs including kitchen, cooking equipment, etc;
discribnrion costs; and delivery costs snch as cutlery among others.

Shreeja Kanoria
Director Communications, Therefore, while “program costs™ are core, one cannot undermine the importance of
Ballygumj Society for “overheads™ withour which effective delivery wonld be tmpassible. So let's give ttthe

Children in Pain (CHIP) respect it deserves!

CHIP i= an NGO working in the field of children, education and healvh.

Grant making bodies are driven to oprimally urilize their resources to maximize
their recurns. It s the same rigour they bring to the development space - to ensure
thar every rupee spenr i making a difference and maximizing impace. While
analysing projects and the costs sssociared with it, grant malkers pay clase attention
to how effectively the NGO is run. They check that overheads, cove staff salaries and
other expenses ave within acceprable limirs and try to put standardized systems
and processes in place. But grant makers also peed to be atnmed to specific needs
and complexities of the work done by the organisations they fund. NGO's often
wark across anumber of sectorseach operaring in aumicue manner and demanding a
variety of human resources which cannot always be standardised. At their end, chey
can at times be too close to the problem, focussed on just the issue they are rackling
o hound by the location they operare In. The oxganisadons may need to broaden
theirvision, trust the grant makers intent and take acdvantage of feedback to improve
their systems and processes to ensure that the beneficiaries receive the maximum
benefit.

Ultimately, it is critical for grant makers and NGO's to function as partners.
Snstainahbitity and growth boch cannot be achieved imless these rwo bodies work

Amrita Nerkar together harmoniously. Scalability cannot be accomplished unless there is
Corporate Social Responsibility,  Snstamabiliry. The two are fnrerdependent on each other and hence the focus should
CiplaFoundatiun be on strengthening the resources of the organisation for long term growth. This
should be arrived at in a transparent manner and as a two way dialogue between the

partners.

In cheir ongoing conminment to social mvestment, Cipla Medpro has launched vhe Cipla Fommdation which is 2 vegistered NPO and
operates as the umbrella for varions fundmising projects and initiatives.
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Alka Pathak
Trustee, The Resource Alliance

Any significant dialogue on sustainabiltity needs to address irself ro two key aspects,

which are as follovws :

¥ Sustaimability for whom
¥ Whatdoes this sustainability acoal ly mean

In the development sector and space, sustainability is often defined as sustainabilicy
of processes, results and outcomes, mostly in favour of communities, where the

development work takes place

Donors demand sustainabilicy of processes and their ourcomes, but not necessarily of
the Instirurions thar facilitare chese resulrs and ourcomes. And here 1s where the
debare starts to hear up- Development crganisations need to sustain themselves
within finite time frames to allow them to do the work they are commirted to . Often
thisdichotomy of perceptions and focns lead toissues where snstainabilicy remains a
pipedream forall

Perhaps defiming finite time frames where NGOs, CSOs wean themselves off donor
funds, whilst atr the same time ensuring sustainability of processes, outcomes,
benefits- in rerms of commumnity led sustainable outcomes would be one way to solve
the impasse ancl ensure that true sustainability is avtained within realistic and
measurable time frames.

Sustainability of commumity led development processes would then best he achieved
through their own capacity building and ownership, with support from NGOs,
CS50s. During this time donors have ta be convinced that such processes are vital to
ensnresustainahle ouccomes at the commamity level.

The Resource Allianee inspives sharing and collaboracion to create powerfnl change in the social impact sector,

Dr. Viney Kirpal
Former Professor and
HOD/HSS/IIT Bombay
Executive President,
GREAT foundation, Pune.

Donors chink objectively and broadly abour 'Sustainable Societies & Scalable
projects’ wheress NGOs mostly think parochially about '‘Orgamizarional
Sustainability’. Donors like to see long term Impact but NGOs are often so cash
strapped that they habitually react on short term Impulse! Bath, donors and

implementers have a common purpose {to bring about positive social change)
bur the paths chey comsider treading ave often different.

The dictionary meaning of 'to sustain' means to last in strength. For donors this
means that the objective for which fimds were given to an NGO has been fulfilled
and the impact will endure. For an NGO it means this, phus that the NGO lasts.
However, NGOs are kept waiting anxiously for menths before corporates decide
to fimd projects. Funds may even be refused. So, how shall NGOs sustain
themselves?

Despire the mandacory requiremenc char companies spend 2% of rhefr profir on
social causes, it is not casy for NGOs o get fonds. NGOs need well-trained
people to implement projects. Corporates prefer to fund capital bur not
operational costs. Some have started forming their own formdarions and giving
directly to bencficiaries. Thereis a trust deficic.

Can the rwo come together in real time sustainabilicy? Yes, if donors ‘adopt’
NGOs, je_keep their employees on their payroll, pay their administrative costs at
somrce, leaving NGOs free to focns on long cerm programs. Donor funds will be
properly urilized and accoumted for while the NGO works like another
“department™ of the company with targets, deadlines, evalnations, and yet
independent.

GREAT Foundarion, Fume provides equal oppormmiry to economic equalicy thromgh qualicy educarion for less privileged children,
It has/is working in 78 schoobs for over 37,500 students in three Stares.



PRODUCTIVE PARTNERSHIPS

CEMTRE Pl
A NI T
3 oF PHILANTHRDPY
LY

danamojo

experience the magic of giving

With an experience of 10 years within the NGO sector Dhaval
Udani has interacted with hundreds of NGOs and practically
allche major intermediaries/aggregarors. He hopes his relations
with them will help rhis enterprise to grow; his deep
understanding of products, rechmology and payments will help
build the platform thar will provide a delightful experlence to
the donors and NGOs; and having been the CEO of an
organization for four years will help bring an understanding of
straregy and managemenc to the organization.

He forms this productive partnership with Rahul Moosad who
plams to utilise his experience and in client relations and clienc
servicing for 10,000 NGOs that DanaMojo has put forth as their
goal but while doing so provide them with the best possible

experience.
How prodcutive will this partnership prove? Read on to
find our

The inspiration tostart DanaMojo

Dhaval - “We believe thar the NGOs working directly wich
the underprivileged sections of society have the most inspiring
stories of human achievement and soclal ransformarion. These
stories are key to inspire rerail individual donors, engage them
and retain them to increase their giving over time. Retail
donors, incleed, are key to an organization’s suiceess, not only in
fundraising but in achieving social change by impacting the
bearts and minds of nmedreds, thousands, millions and billions!

The most efficient and convenient way for retail donors to give
is online through a payment gareway. Yer we have obsexved
thar NGOs face tremendous obstacles in getting a payment
gareway from payment aggregarors and banks. Even if chey ger
a payment gateway they have to pay a premium to other
merchants as they are classified as “high-risk™. In addition, they
struggle technologically to integrate (which s an additional
cost as well) and manage the same in full compliance with che
law. We strongly believe that non-profits must have access to
the same set of payment options to collect donations as a for-

profit has to maximise revenues, We found ie unfair tha this
was not the case. Indeed it is imperative to provide this
superlative experdence ro today's customer to bulld a loyal
supporter hase over time.

What are some things that you feel all start ups should
consider before launching?

Dihaval “So we did a few things that could be useful for otchers
betore starting out:

Knowledge of the Market - Having been associated in this
sector for more than 10 years helped us since we had a basic
understanding of the needs of the marker, the difficulties it
faced and what solution conld possibly be of valne. However
this was our belief and ar best anecdotal. Thus the marker

supvey was lportant to validare the same.

Market Research — We did primary marker research by
meeting about 50 NGOs across key urban cities of Mumbai,
Delht and Bangalore and a secondary research throngh a survey
where we got responses from 600+ NGOs. We spoke with
people who headed intermediary organizations and thus were
in comtact with hundrecls of NGOs. This helped vs identify noc
only the need of the product but also helped us further refine
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the prociuers chat it shoulbd have.

Business Model = We built a business model ro determine the
viability of the plan and ro nderstand the scale of investments

required, payhack period and retirn that can be expecred.

Finding your initial employees/co-founders - 1 think this is
critical. Becanse no matter how small one's venrure is and how
one estimates the quantum of work, very soon one realizes that
the work required is mmch mere. Also it's a grear way to
hrainstorm ideas. Solchink the best decision anyone can make
is bringing a person on-board right at the beginning, [am happy
that I fomd someone like Rahulto come on board as we started
out. It is imperative for a Founder to build a team such that
everything that he or she is going can be done by someone else.
Thatway you will be able ro focus on the more important things
tharneed tobe done.

Scalable — I chink in a coamtry as large as India, it is important
to build something thar is scalable if you want to make a big
impact. Thus it is important you think of scale as yon start out
and build it into everyching yom do = the product, the people
and the processes. For example we want to build a placform
that will eventually have 10,000 NGOs. While this may seem
very large given thar the biggest placforms in India today will be
barely 200 NGOs, its yet only 19% of the NGO ecosystem. So
while we have a long way to go, we also will yet be very small in
the larger scheme of things.”

How will you ensure that is your payment gareway is
something an NGO should opt for?

Rahml “We are ensuring that if NGOs didn'c opt for a payment
gateway as the process was compliacted, that is no longer the
reason that stops them.

Registration — Registration forms are extremely userdriendly
providing suggestions foreach answer, tool tips for each entry
to help NGOs fill the correct dara, validarions which prevent
them from filling the wrong data and created best practice

presentations.

Integration — We are assisting NGOs with the integration and
infact evendoing it for them when they can'tdo it themselves.

Fundraising = NGOs will be encouraged to ger funds, by
sending mailers ro rhefr supporters abour cheir work and chos
receive donations, We will in time provide more tools and

training on this front.”

How have yon planned ramake it snstainable?

Dhaval “We retain 4.9% {+ service tax) on every donation that
is made throngh our placform. However we charge no setup
fees, nregration fees or anmual maintenance fees. And this is
due to one of our core beliefs that we should be truly adding
vialue in the system and all our incentives should be linked to
the same. Sowhen we Iimlk aur revenue to the donations flowing
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through the system and nothing else {from the NGO), we are
clearly focused on ensuring that we work in all possihle ways to
increase the amowne of donations by enabling NGOs with the
right tools and processes.”

Do you think NGOs in India are sustainable? If yes, what do
you think are the factors? if no, why do you chink so & whar
ave your suggestions/solutions?

Rahul “I believe NGOs in Inclia are snstainable, however their
reach is limired due to shortage of funds. The NGOs are able to
do amazing work currently purely due to the determination of
their foonclers who have the passion and will, to make a
difference to lives of the underprivileged. However to improve
their reach and help many more, T believe they need to worlk

towards increasing their fonding and also use technology to
their advanrage, chis will help them reduce cases and nprove

theirefficiency™

Dhaval “I fundamentally believe that all NGOs are systemically
sistainable but internally msustainable. Ler me explain these
2 terms — I you see the value that an NGO adds to society by

iding education, skilling a youth or iding eyesight
through the increase value thar such beneficiaries add to
society throngh increased wages, increased output, you will
certainly find the work thar an NGO does to be sustainable for
the value that it adkds to sociery. Howeverif yon only look ac this
from the internal books of the NGO it can never be sustainable
- for example how do you find sustainability in educaring the
poorest of the poor tribal children in Bastar, or providing
quality healthcare in rueal Jharkhband or water to parched lands
of poor farmers in Maharashtra, However if you think about
lifetime earning of such a child, abiliry to work of people afrer
receiving good rreatment and benefir ro families of Famers and
themadon on accammt af betrer agriculoure production, you will
certainly find sustainabilicy.

However there is a caregory of NGOs that can be sustainable
and should strive to doso - these are the various intermediaries
which provide services to NGOs. I think the valve and import
of cheir services cam anly be judged if NGOs are willing to pay
for them. If they are not, then they must truly question what it is
they provide and if #r has benefir to soclety if the peaple for
whom the benefir is meant are not interested. There are many
witys to do this, but for that a mindset shift from short-term
grants o Jong-term revenue-based sustamability is important.
Everything clseis easy.” o
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Today with a boom in technology and numerous
collaborations setting up a portal is relative easy and
common. It is difficult to imagine how Khushroo Poacha
managed to set up a portal for blood donations for donors
and recipients in the days when technology was basic in the
days of the dial up modem (which got disconmected ever so
often). While most NGOs believe mega funding and scale is
the way to snscainabilicy, he differs. [ have admired him for
the way he persevered and does not get up with following
the trend..instead sets his own. Meher Billimoria from CAP
in conversarion with Khushroo Poacha.

I founded Indianblooddonorscom because... I sa a patient
dying for want of blood in a government hospital and the
relatives of the padents hammering the vesident docror not
realising thar she died for shortage of blood in the blond hank
and lack of donors,

Early days of the project were..tiring as first i was running
about for sponsorships for Rs 2000/~ per month to sustain the
helpline, writing to people to help create awareness about it.
Then a CEO twold me to donnethical pracrices. When 1said NO
he said i could nor do good work withour money. PARSI ko
challenge kiya Galti Kiya. I told him i would do good withour
MONEY. That was in 2002 it is 2016 now. No bank A/C, No
NGO, Nothing.

How we have evolved over the years... Indianblooddonors.com
isa 35 Dollar Helpline which 1s paid by someone to the Domain
Registrar. www.Awaaz.cle has sponsored ns an IVRS helpline
for free. Web Hosting by Netdindiacom. Apps are made,
maintained by Volunteers and so is the Wehsite. Has served
over 150,000 vecmests for blood and lives have been saved.

Recently I founded ... www.SevaKitchen org The philasophy
behind this is_Cook and Serve food to needy relarives of
patients in Hospitals, Don't Judge. Seva Kirchen does not
aceept money. Starced wich 24 meals in 2014 serves 1500 meals
every week nowin 6 cities.

My one learning with both organisations has been...you don't
need money to do good work Just PASSION

Challenges along the way.. negative People. ...
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Khushroo Poacha

Our work has come a long way because..I stood by what i
believed in. I'walked in a different direction.

Social Impact accorcling to me is.if you have madke a difference
to one life also. 1 see organisation going afrer mumber and
scalingup. I don't. Lam happyif peoplereplicare myidea.

My thoughts on scaling up.I am happy in sharing the idea and
peoplecopying. Idon't want people to follow me burwalk with
me and be leaders themselves.

Organisation sustainahility ro me means... work should go an....

Funding sustainability for any organisation is..a typical
Governmentreply in a Government File tothis question would
Ibe “This does not pertain to my department” ancl sois mine.

1T conlel change one thing sbout the social sector, it weonld be. .
1 want people to be Soul Entrepreneurs nor Social

Enrrepreneurs. We have Social Enrreprenenrs doing business
and relling the world 'Hum Logo ka Bhala Kar Rahe Hai".

Leadership in any arganisacion.. very Importame. He has o be
maotivared and will goto any extent to reach his or her goals.

The two persans who have inspired me.. my Late Mother Katie
Adi Poacha who tanght me to reach out when I'was a kid , Prof
Anil Gupta of IIM Ahmedabad because he motivated me to do
the things | wanted to do, my way and not listen to people. He
taught me ta live my life.

In my free chme . [ play wich Tunisha my damghrer who is a
blessing afrer 19years.

CORPORATE CONSULTANCY

Making a Difference through

Corporate Sustainability

The 2lst Century is quickly redefining the meaning of
“responsible”. In the age of climare change, Hmited natial
resources, risk of global food shortages and increasing socio-
economic inequaliry, society s calling for a “better™ world.

All stakeholders have a role to play. In recent years, we're
increasingly seeing companies rake actiom by bringing
sustainability to the heart of their business purpose. Bur with

many players involved, how can companies vse their unique
ahiliries toensure they arecontriburing tothis “herter™ world?

Business-Aligned Sustainability

It's common to see companies invest in ad-hoc sustamability
activities that have a limited commect to their technical
expertise, There 1s po doubt these investinents deliver genuine
impact; however, a company may be betrer served to tie
responsible practices to theirkey skills.

By doing so, companies not only address glohal challenges and
create positive impact, but also generate business benefirs -
through brand loyaley, risk mirigation, operational cost
savings, increased worker productivity and even new revenue
streams. When suscainabiliry drives business, everyone wins in

the long-run.

Focus Om Innovation

The corporate sector is best positioned ro ctale risks.
Companies often have larger resource pools, easier decision-
making processes, more flexible mandares and some of the
world's best minds in-hounse.

By pushing the envelope and finding our-of-the box ways ro
acklress key sustainability issues, business can help reinvent
entire systems with snstainability at the core. And if a
company’s nltimare goal is to be ar the leading edge in irs
industry, innovations in sustainabiliry are a grear way to get
there.

Collaborate With Experts

Every stakeholder in the sustainability eco-system has a critical
role to play. NGOs have a deepunderstanding of issues and can
easily build trust in communities. Governments have the
money, mandate and ability to scale. Mulri-laterals push new
agendas andcan bring an internadional lens to the table.

By working together with mulriple players we are able o
complement each other, find the best solutions, and multiple
impact exponentially. The world is inter-connected, and sotoo
are the solutions to irs most pressing problems.

Commumicare Commitments

‘We often hear that companies are afraid to commmunicate their
efforts in case they miss their targers, ar worse, are accused of
“mreen-washing”. However, the benefits of communicating
corporate sustainability far ontweigh these risks.

By talking about sustaimability sucvesses, and failures,
companies are making their commitments publie,
demonstraring accountahility and rransparency in the process.
Commumnicarions creates a leading voice among peers, and the
public, galvanising a new, sustainahle way that business can be
conchicted. o

Payal Rajpal is a partner at Do One Thing, a Delhi-based

COrporace responsio

Can your organisation can be
Compliance Complete with CAP ?
Read on the outside back cover
of this magazine.
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Song : Ohrey Taal Miley Nadi Ke Jal Mein
5 Bollywood Songs That Secretly a1 Arsokhf Rt

Inspired The United Nations

CAP member Abhishek Thakore, co-founder of The Blue Ribbon Movement and a A"ﬂ KH'
regular contributor to the magazine makes us think about something we probably haven't.

RAAT : on

Long before Sustainability was the rage, Bollywood was already singing about it! o

Don't believe it?

Featuring Sustainability Sangeet, i.e., songs that (may) have inspired the
Sustainable Development Goals (SDGs)!

Song : Thoda Hai, Thodey Ki, Zaroorat Hai
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R A Song : Yeh Duniya, Yeh Mehfil, Mere Kaam Ki
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Song : Aye Dil Hai Mushkil, Jeena Yahan

Clearly, Bollywood has been playing its role in inspiring people to
live sustainably long before any international body thought about it!
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ASK THE EXPERTS €) s,

What iscorpus? What makes adonation orgrant a 'corpus’ receipt?

Corpus is essenrially a capital receipt. Corpus can be built with sums of money which are received by way of donarion / grant with a
specific written direction from the donor that the same may be taken to the corpus. However, unless the NGO makes a specific
request for corpus donation the donor may not provide such a direction. It would therefore be good to tell your donors why building a
corpus fund is important for the sustainability of the organization and its programs.

Can corpusever be utilized? We have been advised that our corpus should be lelt untouched

Ideally the corpus fund should be kepr intact and only the interest and dividend should be utilized for sustaining the activities of the
organization or for running administrative expenses. However, in case ofa CONCingency Or i major resource crunch one may cig into
the corpus fund to keep afloat. But, it should be noted thar all ear- marked endowment funds for specific charitable purposes, as

directed by donors, should be lefrintact

We are keen as a company to implement our CSR program in a strategic and sustainable way. Could you suggest how wie could link
C5R o sustainable development?

Please do not confuse Sustainable Development with CSR because CSR in essence comes from Sustainable Development and not the
other way round, In teuth, C5R is a platlorm for contributing to the Sustainable Development process, Sustainable Development is
the big picture and CSR i= merely a component of Sustainable Development, especially from the Social Sustainability perspective. A
good CSR initiarive should be based on a very good understanding of the requirements for 1) Social, ii) Economic and iii)
Environmental Sustainability, as well as the inter- relationships between the three components.

Cand company give a corpus grant toan NGO under CSRIWe are told that a company can give only [or projects or programs?
Contribution to Corpus of a trust, society or section 8 companies would qualify as CSR expenditure as long as the corpus is created

exclusively for a purpose directly relatable toa subject covered in Schedule VITof the Act.

How should corpus be invested?

Corpus [unds should be invested only in approved securities listed under section 11(5) of the Income Tax Act such as Bank Fixed
Deposits, Government of India Bonds, Unit Trust of India, Mutual Funds crc, I registered in Maharashura state please note that
modes of investment are also governed by Section 33 of the Bombay Public Trusts Act 1950 and the charity commissioner allows
investments only in certain approved (usually debt hased ) murual funds.

Are there other ways in which we can build corpus for our sustainahbiliey? For example can we issue donation receiprs marked
towards corpus or can we keepa donation box with a plague stating ' Donations for Corpus 7

In the absence of any written direction of the donor, no contribution however large or small can be transferred to the corpus fund.
Issuing ‘corpus donation receipts and donations collected through cash boxes / donation boxes cannot be treated as corpus
donarions even if the collection boxes are marked as “Donation for Corpus™, because as staved earlier it requires a specific wrirten

direetion [rom the donor and not the recipient organization.

How could companies be persuaded to give towards corpus for sustainabilicy?

Discerning Domors do not see much value in giving a corpus grant. They are more interested in the immediare visible effectiveness of
the program rather than the organization's sustainability. However, what could possibly work is a request that the donor allows (by
way of a written direction or grant agreement) that 10% or may be even 20% of the donation can be taken to the corpus of the
organization. This oftenis found aceeptable by companies and their foundations.,

Arethere ways in which corpus can be huilt other than through denors?

As an organization one could compute income and expenditure wisely to build corpus lor sustainability, year alter year. Under the
Income tax Act, NGOs /! NPOs are required to apply at least 85% of their income during the financial year. The balance 15% can be set
apartoraccumulated to huild corpus orareserve or a contingency fund.

Alzo, many NGOs / NPOs are membership organizations. Such organizations should note that that all Entrance Fees as also Life
Membership Fees should be taken as a Capital receipt,

Compliance
CAP Complete

Mumbai at Sunville Pavilion, Weorll on April 16, the event was an enriching and empowering experience lor 70
participants, facilitators and panelists alike. Over the course of six thought-proveking and lively sessions, almost every
issue and challenge related to the compliance requirements of NGOs, charities, trusts and corporate-NGO partnerships
wis discussed and debated ina healthy and candid atmosphere.

CAF Chairperson Rati Forbes Moshir Dadrawala delivering the Swiati Apte conducted a session Fear Mot Finance that
welcomas the guests Keynote Address on Compliance demnonstrated that financial planning, mnu,
dnw.lmmﬂun, atc. are not rocket

For the session on HR,

participants had to
The HR Panal simulate fast forward
who conducted tha a year in a non-profit
activity ofganisation, react to

and strategize for the

challenges thrown

up by the given

HR scenario.
The session on L

Participants were
rquaIslng was presented with

comprehansive realife scanarios

ﬁthe weighty that NGOs face
subject of resource while fundraising.
aimed ta dispel the and group discussions
Hﬁﬂamm they discussed how
fundraising, to overcome tham.
mnunulimhﬂn and

Our imance panel, discussed that
ance is not mere

Iml:l! in

The corporate panel shared experiences on
how to conceptualize, create and sustain

The session on CAP's core area of work,
Legal Compliance, had four panelists engage

com
daing what is legal, but also doing what s right  meaningful NGO- corporate partnerships i a spirited, healthy debate on key aspects of
compliance in the corporate and sodal sector 23
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IMSTEAD OF RISEING ANYTHIMNG NEW,
LET'S PLAY IT SAFE BY CONTINUING OUR
SLOW DECLINE INTO GRSOLESCENCE
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Moshir Dadrawala, Meher Gandevia
Ratl Fobes -The team that
arganised the conference

Toview all the photographs of the conference, complete videos of all the sessions,
log on to the CAP Facebook Group.
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"0n the bright side, we can stop planning
our exit strategy.”

1 Sranedhery,

CHANGE BRIDGE

£ 1006 Aandy Glmbergan, wwe glesbarjen cam  E-mail: rancy 0 glasbe gen com
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“] want the public to think of us as
“The Company With A Heart’. But I want
you to think of us as the company that
will chew you up, spit you out and smear

you into the carpet if you screw up.”
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ﬁx‘ company has a ) I can

green Culture and | clearly
o paSsion for see what
the b@,ﬂnd mkinﬁ _5oujr‘£,
+this o beter Hoffd_{J Say'ng.




