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Points for Discussion
A Comprehensive Roadmap to the 2025 Regulatory Shift



DISCUSSION ROADMAP (PART 1)

Charitable Purpose: Definition and Scope

Advancement of General Public Utility vs. Commercial Activities

Registration Framework under Section 332

Comparative: Sec 12A/12AA/12AB vs. Sec 332

Switching Regimes under Section 333

Definition of Regular Income under Section 335

Exemption Conditions: Sec 11 vs. Sec 336

Specified Income under Section 337



DISCUSSION ROADMAP (PART 2)

Taxation u/s 115BBI vs. New Registered NPO Framework

Exclusions from Regular Income u/s 338

Corpus Fund: Definition and Compliance (Sec 339/340)

Application of Income & Repayment of Loans (Sec 341)

Restrictions on Certain Applications

Deemed Application Comparison: Sec 11 vs. Sec 341(5) & 343

Sale of Capital Assets: Sec 11(1A) vs. Sec 341(9)

Accumulation of Income: Sec 11(2) vs. Sec 342



DISCUSSION ROADMAP (PART 3)

Business Undertakings: Sec 11(4) vs. Sec 344

Commercial Restrictions: Sec 11(4A) vs. Sec 345/346

Taxation of Anonymous Donations & Accreted Income

Compliance: Books of Accounts, Audit (Sec 348), and ITRs

Special Violations: Sec 12AB(4) vs. Sec 351

Taxation of Accreted Income: Sec 115TD vs. Sec 352

Approval for Donor Deductions u/s 354



Charitable Purpose
Analyzing Section 2(15) and the Transition to Section 2(23)



DEFINITION COMPARISON

ITA, 1961 - Sec 2(15)

Includes relief of poor, education, yoga, medical relief, 

preservation of environment/monuments, and GPU 

advancement.

ITA, 2025 - Sec 2(23)

Retains core pillars: Poor relief, formal education, yoga, medical 

aid, environment, and Advancement of General Public Utility 

(GPU).

Formal education restriction remains as per SC rulings.



GENERAL PUBLIC UTILITY (GPU)

GPU shall not be a charitable purpose if it involves:

The Exception Rule: Allowed if activity is in course of carrying out 

object AND aggregate receipts ≤ 20% of total receipts.

Activity in nature of trade, commerce, or business.

Rendering service for cess/fee/consideration.



COMMERCIAL ACTIVITY RESTRICTIONS

Section 346 (ITA 2025) provides strict mandates for NPOs with GPU objects:

Actual Course

Activity must be in the course of actual 

carrying out of GPU advancement.

20% Ceiling

Aggregate receipts from such activities 

must not exceed 20% of total receipts.

Separate Books

Maintenance of separate books of 

account for such commercial activities is 

mandatory.



WHO CAN APPLY? (SEC 332)

Public Trusts

Societies (Regd. under 1860 Act or similar)

Section 8 Companies (formerly Sec 25)

Statutory Universities & Educational Institutions

Institutions financed by Govt / Local Authority

Persons notified by the Board



ELIGIBILITY U/S 332(2)

Key Essentials:

1. Entity must be constituted or incorporated in India for 

charitable or religious purposes.

2. Properties must be held under an irrevocable trust for the 

benefit of the general public.

3. Trust can be wholly charitable/religious, or partly if 

incorporated prior to 1961 Act.



REGISTRATION TIMELINES (1)

Case Scenario Time Limit for Application Order Passage Validity

Activities not commenced (New) Any time in tax year registration sought 1 month from end of month 3 tax years

Activities commenced (New) Any time in tax year registration sought 6 months from end of quarter 5 tax years

Provisional Reg. activity start Within 6 months of commencement 6 months from end of quarter 5 tax years



REGISTRATION TIMELINES (2)

Case Scenario Time Limit for Application Order Passage Validity

Expiry of provisional reg. 6 months prior to expiry 6 months from end of quarter 5 tax years

Expiry of regular reg. 6 months prior to expiry 6 months from end of quarter 5 tax years

Switching Regime (Sec 333) Any time in tax year sought 6 months from end of quarter 5 tax years

Modification of Objects 30 days from such modification 6 months from end of quarter -



FORMS: 1961 ACT VS 2025 ACT

Application Type 1961 Act Form 2025 Act Form

Initial registration / Re-application Form 10A Form 104

Renewal / Activity start / Modification Form 10AB Form 105

*Correct form selection is critical to avoid accidental Accreted Income Tax (Sec 352).



Regimes & Income
Switching Over, Regular Income, and Exemption Dynamics



SWITCHING REGIMES U/S 333

Only specific Schedules of Sec 11 exclude income once registered u/s 332.

Registration ceases if NPO is notified under Schedule III or VII.

Re-application for registration is allowed once notification ceases to have effect.

Mirror provisions to the erstwhile Sec 11(7) of the 1961 Act.



REGULAR INCOME DEFINED

Regular Income includes:

Income from charitable/religious activities.

Income from property/investments held for trust.

Voluntary contributions.

Gains from permissible commercial activities (Sec 344-

346).



EXEMPTION U/S 11 VS SEC 336

Old: Section 11

Minimum 85% application required. 15% free accumulation. 

Extra accumulation requires Form 10.

New: Section 336

NIL Taxable Income: If 85% or more applied/accumulated u/s 

341 or 342.

Partial Application: Taxable amount = 85% of regular income 

minus actual application/accumulation.



SPECIFIED INCOME U/S 337 

Description Taxable Year

Anonymous donations (exceeding limit) Year of receipt

Income applied for related parties Year of application

Income applied outside India (without Board order) Year of application

Investment in contravention of Sec 350 Year of investment



SPECIFIED INCOME U/S 337

Description Taxable Year

Accumulated income not utilized in 5 years Year following the 5th year

Accumulated income paid to other trusts Year of payment

Business income in excess of book income (AO power) Year of assessment

Assets held in non-permitted modes after 1 year Year after 1-year period



TAXATION OF SPECIFIED INCOME

30
%

Tax Rate

Taxed @ 30% notwithstanding any other provision.

No deduction of expenditure allowed.

No set-off of any losses allowed.

Aggregate tax = 30% on Specified Income + Normal rates on balance 

income.



EXCLUSIONS U/S 338

The Following are Excluded:

Income applied outside India: If Board directs (International 

Welfare / Pre-1952 creation).

Corpus Donations: Received as per Section 339 conditions.



CORPUS FUND PROVISIONS

Sec 339: General Corpus

Specific direction from donor required. Must be invested in 

modes u/s 350. Utilization is NOT application.

Sec 340: Religious Places

Donations for repair/renovation of notified religious places 

(Temple, Mosque, etc.) can be deemed corpus if conditions met.



APPLICATION RULES (SEC 341)

Actual payment basis (similar to Sec 43B).

Inter-trust donations: Only 85% allowed as application.

Replenishment of corpus/loan within 5 years allowed if applied after 31.03.2021.

No application from corpus/loan allowed for the 85% calculation.



FORBIDDEN APPLICATIONS

Double Benefit

Depreciation disallowed if asset 

acquisition was already claimed as 

application.

No Deficit Set-off

Excess application of preceding years 

cannot be set-off against current year 

income.

Corpus Donations

Payment of corpus donation to another 

registered NPO is strictly disallowed as 

application.



DEEMED APPLICATION COMPARISON

Old: Explanation 1 to Sec 11

Income not received or other reasons. Form 9A required.

New: Sec 341(5) & 343

Shortfall can be treated as deemed application. Form No. 108

to be filed by due date.

Deemed accumulation (15%) must be invested as per Sec 350.



SALE OF CAPITAL ASSETS

Net Consideration: Full value minus expenses incurred for transfer.

Scenario Amount Deemed as Application

Cost of new asset > Net consideration Whole of Capital Gain

Cost of new asset < Net consideration Cost of New Asset minus Cost of Asset Transferred



ACCUMULATION (SEC 342)

Statement 109: Filed on or before due date of ITR

5 Year Period: Must utilize within this timeframe.

Investment: Modes u/s 350 read with Schedule XVI.

Change of Purpose: Application via Form 110.



DEFAULT IN ACCUMULATION

Accumulated income becomes taxable Specified Income if:

Treat as income in the year of default or the 6th year.

Paid to other registered trusts.

Applied to objects other than those for which accumulated.

Ceases to be invested as per Section 350.

Not utilized within the 5-year period.



Compliance & Violations
Books, Audit, ITRs, and Accreted Income



SPECIAL PROVISIONS

Business Undertaking (Sec 344)

AO has power to determine income. Excess of AO's 

determination over books is deemed non-charitable 

application.

Anonymous Donations

Taxed @ 30% if record of identity not maintained. Limit: Higher 

of 1 Lakh or 5% of total donations.



COMPLIANCE ROADMAP

Books (Sec 347): Rule 187 prescribes documents if income > basic limit.

Audit (Sec 348): Audit report in Form No. 112 required.

Accreted Income (Sec 352): Taxed @ MMR if registration cancelled, trust dissolved/merged, or re-application failed.

Sec 354: Donor deduction approval requires < 5% religious spending.
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