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SHORT NOTE ON CORPORATE SOCIAL
RESPONSIBILITY (CSR)

Year of Applicability: CSR is applicable from Financial Year 2014-15

Qualifying company (Section 135):- CSR is applicable to every Indian Companies including its holding or
subsidiary which meet least of the following threshold Limit in any of the three preceding financial years:-

 Net worth of at least Rs 500 Crore
 Turnover of at least Rs1000 crore
 Net Profit of at least Rs5 Crore

It is also applicable to branch and project offices of a foreign company in India.

Note: - Though an Indian Company fulfils the aforesaid criteria it does not imply that it will automatically get
applicable to its holding or subsidiary. It is necessary that holding or subsidiary themselves fulfils the criteria
specified in Section 135
Net worth = Aggregate value of the paid-up share capital

+ All reserves created out of the profits
+ Securities premium
- Aggregate value of the accumulated losses, deferred expenditure and miscellaneous expenditure

not written off
Net worth does not include reserves created out of revaluation of assets, write-back of depreciation and
amalgamation.

Amount to be spent on CSR (Section 135(5)): - Every financial year company will have to spend at least 2% of
the average net profit of the company made during the three immediately preceding financial years.

MEANING OF NET PROFIT
NET PROFIT on the basis of section 198 of the Companies Act, 2013
Less : profit arising from any overseas branch or branches of the company, whether operated as a separate
company or otherwise
Less : dividend received from other companies in India, which are covered under and complying with the
provisions of section 135 of the Act as well as dividend received from a company incorporated outside
India
Note : 1. It is not necessary to recalculate the Net profit u/s 198 of the Companies Act, 2013 for
financial statement prepared under Companies Act 1956

2. Income Earned Outside India shall not be considered for determining CSR spend in India.

Surplus Generated from CSR Activities: - Surplus arising out of CSR activities shall not be considered as
business profit of the company rather it will go back to CSR fund over and above the 2% contribution.
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Will Expenditure incurred by Foreign Holding Company qualify as CSR spend of the Indian subsidiary??
: - It will be counted only if the CSR expenditure is routed through the Indian subsidiary and if the Indian
subsidiary is required to do so as per section 135 of the Act.

CSR COMITTEE: - Qualifying Company will be required to constitute CSR committee with at least 3 directors
out of which at least 1 shall be an Independent director however unlisted public company &Private Company is
not required to have an independent director therefore they shall constitute CSR committee without independent
director. In case of foreign company the CSR committee shall compromise of at least 2 persons out of which 1
person should be a person resident in India authorised to accept on behalf of the company service or process and
any notices or other documents served on the company and another person shall be nominated by the foreign
company

Role of CSR COMITTEE: -
1. Formulate and recommend to the Board, a Corporate Social Responsibility Policy which shall indicate

that the activities to be undertaken by the company will be as specified in Schedule VII.
2. Recommend the amount of expenditure to be incurred on the activities referred above and
3. Monitor the implementation of the CSR projects or programs or activities proposed to be undertaken by

the Company.

CSR POLICY:-

(1) The CSR Policy of the company shall, inter-alia, include the following, namely -
(a) A list of CSR projects or programs which a company plans to undertake falling within the purview of the
Schedule VII of the Act, specifying modalities of execution of such project or programs and implementation
schedules for the same; and
(b) Monitoring process of such projects or programs:
Provided that the CSR activities does not include the activities undertaken in pursuance of normal course of
business of a company.

Provided further that the Board of Directors shall ensure that activities included by a company in its Corporate
Social Responsibility Policy are related to the activities included in Schedule VII of the Act.

(2) The CSR Policy of the company shall specify that the surplus arising out of the CSR projects or programs or
activities shall not form part of the business profit of a company.

Income Tax Effect on CSR Expenditure:
1. CSR expenditure is disallowed u/s 37(1) of the Income Tax Act, 1961

2. CSR expenditure is eligible for deduction u/s 30 to 36 , after considering the conditions provided in those
sections like

Section Provision Quantum of Deduction

35(1)(ii)
sum paid to a research association which has as its object the
undertaking of scientific research or to a university, college or
other institution to be used for scientific research :

1.75 times the sum paid

35(1)(iia)
sum paid to a Registered company in India which has as its main
object the scientific research and development,

1.25 times the sum paid

35(1)(iii)
sum paid to a research association which has as its object the
undertaking of research in social science or statistical research or

1.25 times the sum paid
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to a university, college or other institution to be used for research
in social science or statistical research

35(2AA) Sum paid to a National Laboratory or a University or an IIT or a
specified person for scientific research undertaken under an
approved programme

2 times the sum paid

35AC Sum paid to a public sector company or a local authority or to an
association or institution approved by the National Committee for
carrying out any project or scheme for promoting the social and
economic welfare of, or the uplift of the public

Amount of sum paid during the
previous year

35CCA Sum paid to associations and institutions for carrying out rural
development programmes.

Amount of sum paid during the
previous year

35CCB Sum paid to associations and institutions for carrying out
programmes of conservation of natural resources.

Amount of sum paid during the
previous year

35CCC Sum spent on agricultural extension project 1.50 times the sum spent
35CCD Sum spent on skill development project. 1.50 times the sum spent
80G Sum paid by way of donations to certain funds or charitable

institutions, etc.
Either 100% or 50% deduction is
available depending on nature of
fund.

Activities to be taken up under CSR (Schedule VII of the Companies Act, 2013)
1. Eradicating hunger, poverty and malnutrition, promoting health care including preventive health care and

sanitation including contribution to the Swach Bharat Kosh set-up by the Central Government for the
promotion of sanitation and making available safe drinkingWater.

2. Promoting education, including special education and employment enhancing vocation skills especially
among children, women, elderly and the differently abled and livelihood enhancement projects.

3. Promoting gender equality, empowering women, setting up homes and hostels for women and orphans;
setting up old age homes, day care centres and such other facilities for senior citizens and measures for
reducing inequalities faced by socially and economically backward groups.

4. Ensuring environmental sustainability, ecological balance, protection of flora and fauna, animal welfare,
agro forestry, conservation of natural resources and maintaining quality of soil, air and water including
contribution to the Clean Ganga Fund set-up by the Central Government for rejuvenation of river Ganga;

5. Protection of national heritage, art and culture including restoration of buildings and sites of historical
importance and works of art; setting up public libraries; promotion and development of traditional arts
and handicrafts;

6. Measures for the benefit of armed forces veteran, war widows and their dependents;

7. Training to promote rural sports nationally recognized sports and Olympic sports

8. Contribution to the Prime Minister's National Relief Fund or any other fund set up by the Central
Government for socio-economic development and relief and welfare of the Scheduled Castes, the
Scheduled Tribes, other backward classes, minorities and women;

9. Contributions or funds provided to technology incubators located within academic institutions which are
approved by the Central Government

10.Rural as well as Slum Area development projects.
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11.Programs around road safety, creating consumer awareness, support to technology incubators not
located within academic institutions (provided they are approved by the Department of Science &
Technology) can be considered as CSR programs.

Note: Salaries paid by the companies to regular CSR staff as well as to volunteers of the companies (in
proportion to company’s time/hours spent specifically on CSR) can be factored into CSR project cost as part of
the CSR expenditure.

Activities not Permissible under CSR
1. CSR activities have to be in the nature of projects/programs rather than one-off events such as marathons,

awards, charitable contributions and advertisements and sponsorships given to TV programs. Such events
shall not qualify as CSR expenditure.

2. Contribution to any political party or political purpose as defined u/s  182 of the Companies Act, 2013.
3. Activities undertaken in pursuance of the normal course of business of the Company is not CSR
4. The CSR projects or programs or activities that benefit only the employees of the company and their

families shall not be considered as CSR activities.
5. Expenses incurred by companies for the fulfilment of any Act/ Statute of regulations would not count as

CSR expenditure under the Companies Act.

Will Contribution to Corpus of a Trust/ society/ section 8 companies etc. will qualify as CSR
expenditure?? : - It will qualify provided
(a) The Trust/ society/ section 8 companies etc. is created exclusively for undertaking CSR activities or
(b) Where the corpus is created exclusively for a purpose directly relatable to a subject covered in Schedule VII
of the Act.


