
ACCOUNTING 
PRACTICES FOR 
NON-PROFITS



In India, NPOs are also known as Non-Governmental Organizations 
(NGOs).

 NPOs consist of three types:

1. Trusts

2. Societies

3. Section 8, Companies Act

Types of NPOs in India





Accounting for Nonprofit Organization



1.It is created at the end of the financial year using cash receipts and cash 
payments documented in the cash book. 

2. It is a concise summary of Cash Book. 

3. It starts with the opening balance of money in hand and money at the bank and 
ends with the year-end balance of cash in hand/cash at the bank.

4. Receipts and payments could be capital or revenue; they may relate to the 
current, previous, or subsequent year; as long as they are received or paid, they 
must be recorded in this account.

5. It begins with the opening balance and concludes with the closing balance.
6. It should be acknowledged that this account does not include any non-cash 
items such as depreciation.

Receipt and Payment Account 



Income and 
Expenditure 

Account

• It is a summary of income and expenditure for the fiscal 
year. It is similar to a profit and loss account prepared 
on an accounting system in the case of a business 
organization.

• On the debit side, it documents all losses and expenses, 
and on the credit side, it documents all income and 
gains.

• The Income and Expenditure Account only shows the 
part of revenue income and expenses that correspond 
to the current financial year.

• It displays the company’s net result as a surplus (excess 
of revenue overspending) or deficit (excess of expenses 
over earnings), which is transferred to the capital fund 
shown on the balance sheet.



Balance Sheet

•1.‘Not-for-Profit’ Balance sheets are prepared by organizations to determine 
the company’s financial position. Their Balance Sheet is prepared in the same 
manner as business entities.

•2. It displays assets and liabilities as of the end of the accounting year. The 
assets can be seen on the right, and the liabilities are seen on the left.

•3.It is sometimes necessary to prepare a Balance Sheet at the start of the year to 
identify the opening balance of the capital/general fund.



•Bookkeeping for Nonprofit organization.

• A non-profit organization’s accounting and 
bookkeeping are different from those of a for-profit 
organization. 

• The accounting tasks and principles are a bit 
customized for tracking and analyzing the financial 
transaction for the non-profit organization.

• NGO is a non-profit making organization so the 
accounting and bookkeeping requirements are 
unique. 



NGO Accounting

Select an 
accounting 
method

A proper bookkeeping depends upon choosing an accounting method for 
recording inflow and outflow of money.

Just like any business, it needs adequate cash flows to pay for employees’ 
wages, utility bills, rent, etc. 

It has sources of revenue such as contributions from the donors, membership 
fees, etc. 

Thus, to account for all the incoming receipts and outgoing payments. 

These two methods of accounting are to follow: cash basis of accounting and 
accrual basis of accounting. 

The cash basis works on the actual exchange of cash whereas the accrual basis 
works on when a transaction occurs irrespective of receipt/payment of cash.



✔  Prepare appropriate financial statements

✔ A nonprofit accounting also requires them to 
prepare financial statements to report their 
finances. 

✔ There are three main financial statements:

✔ Statement of activities.

✔ Statement of financial position.

✔ Statement of cash flows.



Statement of cash flows 

❑ It helps to track all the cash flows of the organization. 

❑ It represents the cash generated from the investing, operating, and financing 
activities. 

❑ The nonprofit version of the cash flow statement shows the change in the 
net assets and lists cash flows restricted to certain uses. 

❑ It will have items such as membership fees, fundraising proceeds, and 
donor contributions, program fees, etc.



A CHECK LIST FOR COMPLIANCE OF CSR 
ACTIVITIES BY

TRUSTS / NGOS CARRYING OUT CSR ACTIVITIES 
ON BEHALF

OF THE COMPANIES













CBDT has notified Rule 17AA w.e.f. 10/08/2022 providing form and manner of 
the books of account to be maintained and also providing for place at which 
such books of accounts to be kept and the period for which books of accounts to 
be preserved.

Rule 17AA has four (4) Sub Sections [(1) to (4)] and it provides for –

a) Books of Accounts and Other documents required to be
maintained[17AA(1)(a)(b)(c)&(d) ]

b) Form of keeping Books of Accounts & Other documents [17AA(2)]

c) Place of maintaining such books of accounts and other documents[17AA(3)]

d) Period for which books of accounts & other documents should be
kept[17AA(4)]



BOOKS OF 
ACCOUNTS 

REQUIRED TO BE 
MAINTAINED 

[17AA(1)(A)(B)&(C)

•17AA. (1) Every fund or institution or trust or any 
university or other educational institution or any hospital 
or other medical institution which is required to keep and 
maintain books of account and other documents under 
clause (a) of tenth proviso to clause (23C) of section 10 of 
the Act or sub-clause (i) of clause (b) of sub-section (1) of 
section 12A of the Act shall keep and maintain the 
following, namely:—

• books of account, including the following, namely: -

• Cash book;

•(ii) Ledger;

•(iii) Journal;



✔ (iv) copies of bills, whether machine numbered or 
otherwise serially numbered, wherever such bills 
are issued by the assessee, and copies or

✔ counterfoils of machine numbered or otherwise 
serially numbered receipts issued by the assessee;

✔ (v) original bills wherever issued to the person and 
receipts in respect of payments made by the 
person;

✔ (vi) any other book that may be required to be 
maintained in order to give a true and fair view of 
the state of the affairs of the person and explain the 
transactions effected;



✔ (b) books of account, as referred in clause (a), for business 
undertaking referred in sub-section (4) of section 11 of the 
Act;

✔ (c) books of account, as referred in clause (a), for business 
carried on by the assessee other than the business 
undertaking referred in sub-section (4) of section 11 of the 
Act;

✔ Hence organisation having income subject to section 
11(4) and 11(4)(a) is required to maintain separate set of 
books of account of such income in line with the 
provision under Income Tax Act.

✔ It is to be noted that the books of accounts as defined 
under section 2(12A) includes copy of day-books and 
ledgers but the books of accounts specified under Rule 
17AA also includes copy of bills, receipts, etc.



✔ Moreover the requirement of 17AA is the 
original bills in respect of the application 
of income, whereas the practice of 
receiving softcopy of bills has been 
started. 

✔ Hence it needs to be clarified what shall 
constitute original bills for the purpose of 
meeting the requirement of Rule 17AA.



OTHER DOCUMENTS REQUIRED TO BE MAINTAINED 
[17AA(1)(D)]

In addition to books of accounts as mentioned in Rule 17AA (1)(a)(b)&(c) there 
is another requirements of keeping other documents for maintaining records of 
ten specific items, details of which is summarised herein below :

(i) record of all the projects and institutions run by the person containing
details of their name, address and objectives;

(ii) record of income of the person during the previous year, in respect of,—

(I) voluntary contribution containing details of name of the donor, address,
permanent account number (if available) and Aadhaar number (if
available);



✔ (II) income from property held under trust referred to under 
section 11 of the Act along with list of such properties;

✔ (III) income of fund or institution or trust or any university or 
other educational institution or any hospital or other medical 
institution other than the contribution referred in items (I) 
and (II);

✔ (iii) record of the following - out of the income of the person 
during the previous year :-

✔ (I) application of income in India, containing details of 
amount of application; name and address of the person to 
whom any credit or payment is made and the object for which 
such application is made; amount credited or paid to any fund 
or institution or trust or any university or other educational 
institution or any hospital or other medical institution 
referred to in sub-clause (iv) or sub-clause (v) or sub clause 
(vi) or sub-clause (via) of clause (23C) of section 10 of the Act 
or other trust or institution registered undersection 12AB of 
the Act, containing details of their name, address, permanent 
account number and the object for which such credit or 
payment is made;



✔ (II) application of income outside India, containing details of 
amount of application, name and address of the person to 
whom any credit or payment is made and the object for which 
such application is made;

✔ (III) deemed application of income referred in clause (2) of 
Explanation 1 of sub- section (1) of section 11 of the Act 
containing details of the reason for availing such deemed 
application;

✔ (IV) income accumulated or set apart as per the provisions of the 
Explanation 3 to the third proviso to clause (23C) of section 10 or 
subsection (2) of section 11 of the Act which has not been 
applied or deemed to be applied containing details of the 
purpose for which such income has been accumulated;



• (V) money invested or deposited in the forms and modes specified in 
subsection (5) of section 11 of the Act;

• (VI) money invested or deposited in the forms and modes other than 
those specified in subsection (5) of section 11 of the Act;

• (iv) record of the following - out of the income of the person of any 
previous year preceding the current previous year :—

• (I) application out of the income accumulated or set apart containing 
details of year of accumulation, amount of application during the 
previous year out of such accumulation, name and address of the 
person to whom any credit or payment is made and the object for 
which such application is made;



✔ (II) application out of the deemed application of income 
referred to in Clause (2) of Explanation 1 of sub-section (1) of 
section 11 of the Act, for any preceding previous year, 
containing details of year of deemed application, amount of 
application during the previous year out of such deemed 
application, name and address of the person to whom any 
credit or payment is made and the object for which such 
application is made;

✔ (III) application, other than the application referred in item (I) 
and item (II),

✔ out of income accumulated during any preceding previous 
year containing details of year of accumulation, amount of 
application during the previous year out of such 
accumulation, name and address of the person to whom any 
credit or payment is made and the object for which such 
application is made;



(IV) money invested or deposited in the forms and modes specified in 
subsection (5) of section 11 of the Act;

(V) money invested or deposited in the forms and modes other than those
specified in sub-section(5) of section 11 of the Act;

(v) record of voluntary contribution made with a specific direction that they
shall form part of the corpus, in respect of,—

(I) the contribution received during the previous year containing details of
name of the donor, address, permanent account number (if available)
and Aadhaar number (if available);



✔ (II) application out of such voluntary contribution referred to in 
item (I)

✔ containing details of amount of application, name and address of 
the person to whom any credit or payment is made and the 
object for which such application is made; amount credited or 
paid towards corpus to any fund or institution or trust or any 
university or other educational institution or any hospital or other 
medical institution referred to in sub-clause (iv) or sub-clause (v) 
or sub-clause (vi) or sub-clause (via) of clause (23C) of section 10 of 
the Act or other trust or institution registered under section 12AB 
of the Act, out of such voluntary contribution received during the 
previous year containing details of their name, address, 
permanent account number and the object for which such credit 
or payment is made;

✔ (III) the forms and modes specified in sub-section (5) of section 11 
of the Act in which such voluntary contribution, received during 
the previous year, is invested or deposited;



✔ IV) money invested or deposited in the forms and modes other 
than those specified in sub-section (5) of section 11 of the Act in 
which such voluntary contribution, received during the previous 
year, is invested or deposited;

✔ (V) application out of such voluntary contribution, received during 
any previous year preceding the previous year, containing details 
of the amount of application, name and address of the person to 
whom any credit or payment is made and the object for which such 
application is made;

✔ (VI) amount credited or paid towards corpus to any fund or 
institution or trust or any university or other educational 
institution or any hospital or other medical institution referred to 
in sub-clause (iv) or sub-clause (v) or sub-clause (vi) or sub-clause 
(via) of clause (23C) of section 10 of the Act or other trust or 
institution registered under section 12AB of the Act, out of such 
voluntary contribution received during any year preceding the 
previous year, containing details of their name, address, permanent 
account number and the object for which such credit or payment is 
made.



(VII) the forms and modes specified in sub-section (5) of section 11 of the Act 
in which such voluntary contribution, received during any previous year 
preceding the previous year, is invested or deposited;

(VIII) money invested or deposited in the forms and modes other than those 
specified in sub-section (5) of section 11 of the Act in which such voluntary 
contribution, received during any previous year preceding the previous year, 
is invested or deposited;

(IX) amount invested or deposited back in to such voluntary contribution 
(which was applied during any preceding previous year and not claimed as 
application) including details of the forms and modes specified in 
sub-section (5) of section 11 in which such voluntary contribution is invested 
or deposited.



(vi) record of contribution received for the purpose of renovation or repair of 
temple, mosque, gurdwara, church or other place notified under clause (b) of 
sub-section (2) of section 80G which is being treated as corpus as referred in 
Explanation 1A to the third proviso to clause (23C) of section 10 or Explanation 
3A to sub-section (1) of section 11, in respect of,-

(I) the contribution received during the previous year containing details of name 
of the donor, address, permanent account number (if available) and Aadhaar 
number (if available);

(II) contribution received during any previous year preceding the previous year, 
treated as corpus during the previous year, containing details of name of the 
donor, address, permanent account number (if available) and Aadhaar number (if 
available);



(III) application out of such voluntary contribution referred to in item (I) and 
item (II) containing details of amount of application, name and address of the 
person to whom any credit or payment is made and the object for which such 
application is made; amount credited or paid towards corpus to any fund or 
institution or trust or any university clause (iv) or sub-clause (v) or sub-clause 
(vi) or sub-clause (via) of clause (23C) of section 10 of the Act or other trust or 
institution registered undersection 12AB of the Act, out of such voluntary 
contribution received during the previous year containing details of their 
name, address, permanent account number and the object for which such 
credit or payment is made;

IV) the forms and modes specified in sub-section (5) of section 11 of the Act in 
which such corpus, received during the previous year, is invested or deposited;









•(viii) record of properties held by the assessee, with 
respect to the following, namely,—

• immovable properties containing details of,

• nature, address of the properties, cost of 
acquisition of the asset, registration documents 
of the asset;

•(ii) transfer of such properties, the net consideration 
utilised in acquiring the new capital asset;

•(II) movable properties including details of the 
nature and cost of acquisition of the asset;



•(ix) record of specified persons, as referred to in sub-section (3) 
of section 13 of the Act,-

• containing details of their name, address, permanent 
account number and Aadhaar number(if available);

•(II) transactions undertaken by the fund or institution or trust or 
any university or other educational institution or any hospital or 
other medical institution with specified persons as referred to in 
sub-section (3) of section 13 of the Act containing details of date 
and amount of such transaction, nature of the transaction and 
documents to the effect that such transaction is, directly or 
indirectly, not for the benefit of such
•specified person;

•(x) any other documents containing any other relevant 
information.



FORM OF KEEPING 
BOOKS OF 

ACCOUNTS & 
OTHER 

DOCUMENTS 
[17AA(2)]

• The books of account and other documents 
specified in sub-rule (1) may be kept in written form 
or in electronic form or in digital form or as 
print-outs of data stored in electronic form or in 
digital form or any other form of electromagnetic 
data storage device.

• The above definition enables an organisation to 
maintain books in any form including electronic or 
in digital form. This is a landmark shift which will 
enable the organisations to maintain books of 
account only in digital or electronic form.



• Normally, physical printouts of cash book and ledgers were required to 
be taken even in case of electronic or digital book keeping. 

• However, organisations should be extremely careful in not keeping 
physical copies of the books of accounts because such books have to be 
kept in safe custody for more than 10 years.

• With regard to documents, one has to keep the hard copies where the 
originals were generated in hard form. Further, one should ensure the 
admissibility of any supporting document in electronic/digital form 
before doing away with the physical copies.



PLACE OF 
MAINTAINING 
SUCH BOOKS 

OF ACCOUNTS 
& OTHER 

DOCUMENTS 
[17AA(3)]



OTHER RELATED 
ISSUES

•Effective Date Of Notification

•Notification for maintaining specified books of 
account and other records is
•effective from 10th August 2022, the question arises 
about the implication for the accounts already 
maintained i.e. from 01/04/2022 to 10/08/2022.

• In our opinion, the effective date will be 10/08/2022 
and it will not be treated as a violation if some 
documents or information's are not maintained in a 
specified manner between the period 01/ 04/2022 to 
10/08/2022.



IMPLICATION 
OF 

NON-MAINTEN
ANCE OF 

BOOKS OF 
ACCOUNT



(d) Such expenditure is not in the form of any contribution or donation to any 
person.

❑ The provisions of Section 40(a)(ia), Section 40A(3) and Section (3A) shall, 
mutatis mutandis, apply as they apply in computing the income chargeable 
under the head “Profits and gains of business or profession”. 

❑ Therefore, the disallowances shall be made for the cash payment of 
expenditure and non-deduction or non-payment of TDS on the sum 
payable to a resident.

❑ Further, no deduction of any expenditure or allowance or set-off of any loss 
shall be allowed to the assessee under any other provision of the Act.























Can Companies provide CSR funds to NGO beyond three years

Under section 2(i) of the Companies (CSR Policy) Amended Rules 2021 
‘Ongoing project’ means a multi-year project undertaken by a Company in 
fulfilment of its CSR obligation having timelines not exceeding three years 
excluding the financial year in which it was commenced, and shall include 
such project that was initially not approved as a multi-year project but whose 
duration has been extended beyond one year by the board based on reasonable 
justification.

What is ongoing project?



❑ In other words, the reference here is to a Multi-year Project (not the CSR 
Implementing partner or NGO) undertaken by a Company in fulfilment of 
its CSR obligation having timelines not exceeding three years excluding the 
financial year in which it was commenced.

❑ Also, it is pertinent to remember that the amendment pertaining to ongoing 
project only kicks in if the company fails to spend such amount (i.e., at least 
two per cent of the average net profits of the company made during the three 
immediately preceding financial years) on CSR activities.

❑ In other words, Subsection (5) of Section 135 of the Indian Companies Act 
2013 pertains specifically to the company spending the two per cent in the 
financial year and allows a carry forward of the unspent amount only if it is 
for an ongoing project.



































Form 10BB/10B to 
be Submit by 

Charitable Trust / 
Institution Now 

Changes

•The Central Board of Direct Taxes has 
notified the Income-tax (3rd Amendment) 
Rules, 2023, to amend IT Rules 16CC/17B & 
Forms 10B/10BB amended which shall be 
effective as of 01/04/2023, vide Income Tax 
Notification 7/2023 Amended in 2023, so there 
is Amendment in Income-tax (3rd 
Amendment) Rules, 2023, Rule 17B & Rules 
16CC in relation to Charitable and Religious 
trusts and Institutions Audit report formats 
which is registered U/s 10(23C), this is 
increase scope of details that is needed to be 
reported By NGO in Form 10B & Form 10BB.



• As a result, sections 10(23C) and 12A of the Income Tax Act, 1961 
require charitable or religious trusts, institutions, universities, 
and other educational institutions to submit the audit report 
using the revised Forms 10B and 10BB.

• Income tax Form 10B is a report of the audit of the accounts of a 
NGO i.e fund or any university institution or trust or any 
hospital or other educational institution or other medical 
institution which is needed to be Filed of 10th proviso U/s 
10(23C) (b).

• Income tax Form 10BB is a report of the audit of the accounts of a 
NGO i.e institution or trust which is needed to be filed under 
section 12A(1)(b)(ii).



Ways 
through 
which 
NGOs could 
receive CSR 
Funding

Online Platforms

“3Cs” Approach

“5Cs” Approach

“7Cs” Approach

Comprehend and trace the corporate sponsors in your area

Networking

Legal mandates for non-governmental organisations



FAQ ON TECHNICAL GUIDE ON ACCOUNTING OF 
CSR FUNDS BY THIRD PARTIES



“Q. “We are a charitable trust, we provide CSR activity on behalf of Entities. Is 
it necessary to keep the trail of mails / documents right from the beginning like 
pitching a donor party, deals/ quotations up to final activity closure?

Ans. Yes. Maintenance of appropriate documentation of the expenditure on 
CSR activities is required.

Q. Whether land transfer to Section 8 Company for construction of
Skill training centre will be treated as CSR Expenditure?

Ans. Yes, it may be covered in clause (ii) of Schedule VII of Companies Act, 
2013.



Q. Whether CSR funds can be given 
to an educational institution 
having 80 G, and 12 A, FCRA 

registration etc.?

Ans. Yes. Rule 4 of CSR Rules 2014 
provides that registered 

society/trust is eligible for CSR 
funding.

Q. From a reporting perspective, 
can mere disbursement of funds to 
a CSR partner (NGO) considered as 

application of CSR funds or is it 
mandatory for the associated NGO 

partners to actually spend the 
allocated funds for reporting it as 

application of CSR funds?

Ans. Mere disbursement/donation 
of funds to eligible CSR partner is 

not

considered as application of funds. 
It should be for a definite project 

and

the CSR Policy must specify 
monitoring and reporting 

mechanism for

effective utilization of the CSR 
Funds.



Q. Whether an educational trust having 80G, 12A, FCRA, registration, can receive 
donation under CSR?
• Some companies transfer their CSR fund through CSR committees to their 
separate Foundations where company and its director has no say. Is this allowed ?

• Can CSR amount be donated to a Trust/Society registered with IT — Rotary, 
Lions, etc.

• A Company donates to 80G trusts under CORPUS. Will the same be considered 
as eligible CSR spend?

• Can a private limited company contribute towards CSR to a Trust run by and in 
which some of the directors/shareholders are Trustees. The said Trust is registered 
u/s 12AA and approved u/s 80G of the Income tax Act, 1961 and runs Schools.







Q. a) Can a Sec 8 company engaged in one of the activities prescribed under Schedule VII (as part of its normal 
operation), treat its normal activity expenditure as CSR expenditure? If No, then does that mean that it needs to

spend money on activities undertaken by other eligible entities?

b) Will it be a different situation if the said company is also regularly generating revenue from these activities?

Ans. What is restricted under the CSR rules is the activities undertaken in

pursuance of its normal course of business. A section 8 company is not

for profit, hence not doing any business. 

If the activities it undertakes is covered under Schedule VII, the same would suffice. Generation of revenue is 
incidental to its main objects of charity.



•Q. Amount is received by NGO registered 
u/s. 12AA of the Income Tax Act, from a 
company to implement CSR project.

•Whether the receipts is treated as a 
donation or grants and 85 %
•utilisation is applicable to that receipts?

•Ans. The requirement of 85% utilization is 
under Income Tax Laws. Under CSR Laws, 
95% is required to be spent as per the 
agreement of the company and the NGO.”



THANK YOU


