AccountAble™

Intricacies of FC-3 (Part-2)

Issue # 73; Nov-01; Revised & released: June-02

In this Issue

Bank Details 1
Table 4: Donor Details....ccoonerceeeeseenseac 1
Box Collections ......ccoeevvveevuiiieeieieeeeeennn, 1
Small Individual Donors......cccceeeveevnnennn. 1
More on Individual Donors ............ccuuuveee 2
Table 5: Country Chart....ceceeerence 2
Country-wise Receipts ....ccoeeeuuieennniennnnen. 2
Donation Box Collections .........cccuuuveeereeenens 2
From Another Indian Agency .......ccceeeveeeeee. 2
Reconciliation 2
Tables 2 and 4 ....coovvveiiiiiiiiiieeiee e 2
Table 2: Cross-check Unutilised Balance in
CaSh e 2
Table 2: Cross-check Balance in Kind ..... 2
Closing Items 3
Signing FCRA Accounts ......ccccevveueeeniennnen. 3

1. Balance Sheet ......coovvvieiiiieieiiieeeeeceeees 3

2. Receipts & Payments ........coocevuiiernniennne. 3

CA Certificate .ovvivveieieeieieieieeeeeeeeeeeeeeeeeeeeeees 3
Accounting Standards .......ccccceeeviiiieennnns 3
Proof of posting .......ccceeeevvievieiiieeiinnnnnns 4
Copy to DONOIS ..veeiiiieeeecceceeeeecee, 4
Filing Nil FC-3..iiuiiiiiiiiiieiie e 4
Penalty for not filing FC-3........ccccvnneeeenn. 4
Concealing Information.......ccccccceeeeeeeees 4
Revising your FC-3......ciiiiiiiiiiiieeiceae 4

Continued from AccountAble 72....

Bank Details

For practical reasons, you may need to
open another bank account in the field area
(and transfer FCRA funds) for use over
there. The position regarding this practice is
not very clear. Sometimes FCRA authori-
ties do not object to this if the reasons are
genuine.

Table 4: Donor Details

Box Collections

If you are keeping donation boxes at air-
ports, shopping centres etc. you may re-
ceive foreign donations also. Such dona-
tions may be in Rupees or in foreign cur-
rencies.

There is no way of making out how much of
the collection is

from foreign I; o>
donors and how [/
. 3
much from Indian. 9 s
Indians  settled S 2
abroad might drop by )
N

dollar notes into the
box; foreign tourists may drop surplus Ru-
pee notes in the box.

In such a situation, the only practical solu-
tion is to treat all foreign exchange collec-
tions as foreign contribution. This should be
deposited into the FCRA bank.

In case of Rupee collections, you can think
of treating 50% as foreign contribution and
balance 50% as Indian. While there is no
circular or guideline on this, this appears to
be the only logical option.

All foreign collections should be lumped
together and shown as one entry in the ta-
ble under ‘individual donors below 1 lakh’.
In such case the purpose shown (in column
4) can be your organisation's main purpose
(e.g. "18. Help for poor, aged or destitute' or
'24.Welfare of women and children’).

Small Individual Donors
Donations below one lakh, from an
% }' individual donor, are known as
’;L- small donations. There is no

need to give name of each donor. %’@
Date and month of receipt also L&,
should not be filled in this case.

o/

However, if you want, you can summarise

these . donations according to
the purpose of the donation.
Such a &% summary may look like
the following:
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1 - — | Schools - 3,25,251
2 - — | Gaushala - 2,67,762
3 - — | Corpus - 1,50,675
Total 7,43,688

More on Individual Donors

These donors may be sending you money
by cheque or in cash (when they visit you).
You should note down their names and ad-
dresses while issuing a receipt. If possible
(and without offending the donor), also take
down the passport number, country of is-
sue’ and expiry date.

Table 5: Country Chart

Country-wise Receipts

Donation Box Collections

In case of donation box collections, show
the country as ‘not known’. In case of bank
interest, revolving fund recoveries etc.,
show the country as ‘India’

From Another Indian Agency

Where you have received the funds from
another Indian agency / NGO as second
recipient, show the country as ‘India’. In
brackets, you can say ‘second recipient
status’.

Reconciliation

Tables 2 and 4

Add up all the cash and cheque grants /
donations listed in Table 4% These should
be the same as grant receipts (in money
terms) shown in the FCRA Receipts and
Payments Account. Crosscheck the total

' Needed to fill up the country chart.
? Donor details

receipts (including materials grants, with
the total receipts shown in column 9 of Ta-
ble 2 also).

However, you may find a small difference in

these two figures. > L 3
This may be "@\ “e..
because  some \ / J
inflows can not

be classified Q/ BN — “}
under any of the three (‘
donor categories. The
earlier category of
'others' has now been deleted.

Table 2: Cross-check Unutilised
Balance in Cash

The unutilised amount (total of column 12)
should be cross-checked with the FCRA
Balance Sheet also, as shown below:

Start with FCRA Bank Balance

Add: Cash in hand

Add: Fixed Deposits

Add: Advance to staff / Imprest

Add: Advances to suppliers

Add: Any loan to Indian section

Less: Loans taken from others

Less: Loan from Indian section®

Should be equal to total of
column 12

The resulting figure should tally with the
unutilised amount in column 12. If you wish
you can attach a copy of this calculation to
your FC-3.

Table 2: Cross-check Balance in
Kind

Similarly the unutilised balance in kind (total
of column 13) should be cross-checked
with the total balances shown in FC-6 regis-
ter.

For this prepare a summary of FC-6 sheets
showing the balance on 31% March. Add

3 Including amount used to open the bank ac-
count
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this up. This should tally with total of col-
umn 13.

Closing Items

FC Figure in certificate Should match
with Table 2

Signing FCRA Accounts

The FCRA Receipts & Payment Account
and Balance Sheet have to be attached to
FC-3.

1. Balance Sheet

This should show position of accounts as at
31% March. It should be prepared from ac-
counts maintained for FCRA.

2. Receipts & Payments

The Statement of Receipts & Payments
should reflect all receipts of foreign grants /
FCRA receipts (cash/ cheque). The pay-
ments side would reflect all payments made
out of FCRA funds (including purchase of
assets, creation of revolving funds, loans,
advances etc.).

A practising Chartered
Accountant  should
sign both. He /
she would put the
firm's seal, name
and signatures
under a suitable
audit statement.
Normally, the audit state- ment
would be "As per our separate report of
even date in Form FC-3 attached".

Chief Functionary should also sign both the
Annexures.

CA Certificate

The auditor also has to certify the figures of
opening balance, receipts during the year
and closing balances. These figures appear
in the certificate at end of form FC-3. The
opening balance should be taken from the
previous FC-3. Receipts during the year
include currency4 as well as material’.
These three figures should also match table
2 as follows:

* Taken from receipts & payments account
> Taken from FC-6

Brought forward — at the | Total of columns
beginning of the year three & four

Received during the | Total of column
year 9

Unutilised balance at | Total of columns
the end of the year 12 & 13

The auditor is also free to give any clarifica-
tory notes or qualification in the certificate.

Accounting Standards

If the NGO has any income generation pro-
ject®, then the following Accounting Stan-
dards should be considered when prepar-
ing FCRA accounts’:

AS Title Effective
Date
AS-1 Disclosure of | 1-Apr-93

Accounting Policies

AS-2 Valuation of Invento- | 1-Apr-99
ries

AS-3 Cash Flow State- | 1-Apr-01
ments

AS-4 Contingencies and | 1-Apr-95
events occurring af-
ter the Balance
Sheet Date

AS-5 Net Profit or Loss for | 1-Apr-96
the period, Prior Pe-
riod Items and
changes in Account-
ing Policies

AS-6 Depreciation Ac- | 1-Apr-95
counting

AS-7 | Accounting for Con- | 1-Apr-93
struction Contracts

AS-8 | Accounting for Re- | 1-Apr-93
search and Devel-
opment

® Refer ICAI clarification titled ‘Accounting
Standards for NGOs’; The Chartered Account-
ant, Sep-95, Page 79

7 Receipts & Payments Account and Balance
Sheet
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AS Title Effective
Date

AS-9 Revenue Recogni- | 1-Apr-93
tion

AS-10 | Accounting for Fixed | 1-Apr-93
Assets

AS-13 | Accounting for In- | 1-Apr-95
vestments

AS-15 | Accounting for re- | 1-Apr-95
tirement benefits in
the Financial State-
ments of Employers

AS-18 | Related Party Dis- | 1-Apr-01
closures

AS-19 | Leases 1-Apr-01

Proof of posting

Keep the proof of posting (Post Office re-
ceipt) carefully on file. This comes in useful
if you receive a letter from FCRA for non-
filing of return.

Copy to Donors
Atfter filing the form FC-3, send a copy (with
Balance Sheet and Receipts & Payments
and other Annexures) to your Funding
Agency’s local office, according to their re-
porting requirements.

Filing Nil FC-3

You are required to file the FC-3 even if you
have not received any foreign contribution
during the year. In such cases also, the
Balance Sheet and Receipts & Payments
Account should be attached to the FC-3.

Penalty for not filing FC-3

What happens if you do not file FC-3? The
law on this is fairly strict: your FCRA
registration can be cancelled, you can be
fined and you can also be sent to prisons.

However, in practice, the FCRA department
treats these cases rather benevolently®.
The NGO in default is given several
chances to file the FC-3. If there is no re-
sponse from the NGO despite follow-up,

% See AccountAble 29: item 8
? Only about 70% NGOs file FC-3 regularly.

then the department proceeds to cancel the
FCRA registration.

Concealing Information
FCRA department has now
added a warning at the
end of Table 2. Read
this carefully before
you sign the form

//7

FC-3 - any con-
cealment or
falsification may

prompt the Department
to initiate 'appropriate action'.

While the Department does not say here
what 'appropriate action' can be taken, this
includes suspension / cancellation of regis-
tration, fine and jailm.

Revising your FC-3

If you make a mistake in your FC-3, then
you can revise it and file it on your own'".
Send a covering letter with the revised FC-
3 explaining the reason for revision.

What is AccountAble: 'AccountAble™' covers a dif-
ferent topic related to NGO regulation or accounting
each month and is mailed to about 1000 persons in
NGOs, Agencies and audit firms. AccountAid encour-
ages reproduction or re-distribution of ‘AccountAble’ in
workshops or NGO newsletters for non-commercial
use, provided the source is acknowledged.

Interpretation of law: Interpretation of law given here
is of a general nature. Please consult your advisors
before taking any important decision.

AccountAble on the Web: Many of the past issues of
‘AccountAble’ are available on our web-site
www.accountaid.net.

AccountAble by e-mail: You can also get your com-
plimentary copy of ‘AccountAble’ regularly by e-mail.
For this send an e-mail to accountaid@vsnl.com.

Complimentary advice to NGOs: AccountAid pro-
vides complimentary advice on these issues to all
implementing NGOs.

Your questions, comments and suggestions can be
sent to AccountAid India, 55-B, Pocket C, Siddharth
Extension, New Delhi-110 014; Phone:011-26343128;
Ph./Fax: 011-26346041, e-mail:accountaid@vsnl.com;
accountaid@gmail.com

© AccountAid™ India 1996-2002 CE

10'See AccountAble 29: item 9
" Balance Sheet and Receipt & Payment Ac-
count should also attach
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