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CORPORATE SOCIAL RESPONSIBILITY

PROVISIONS SUMMARY: 
Applicable Section

Section 135 of the Companies Act 2013 (Notification No SO 582(E) Dated 27 -Feb -2014)

Chapter IX of the Companies Act 2013
Applicable Rules

Companies (Corporate Social Responsibility Policy) Rules 2014 (Notification No GSR 129(E) Dated 27 -Feb -2014)
Applicable Schedule

Schedule VII of the Companies Act 2013 (Notification No SO 582(E) Dated 27 -Feb -2014)

Applicable Amendments
The Companies (Corporate Social Responsibility Policy) Amendment Rules, 2014 (Notification No GSR 644(E) Dated 12-Sep-2014)
The Companies (Corporate Social Responsibility Policy) Amendment Rules, 2015 (Notification No GSR 43(E) Dated 19-Jan-2015)

The Companies (Corporate Social Responsibility Policy) Amendment Rules, 2016 (Notification No GSR 540(E) Dated 23-May-2016)
Schedule VII of the Companies Act 2013 Amendment (Notification No 130(E) Dated 27 -Feb -2014)

Introduction:
Presently Corporate Social Responsibility (CSR) expenditure is at the discretion of the corporates however after enactment of Section 135 of Companies Act 2013 such expenditure is made mandatory for certain corporates.

As per Ministry of Corporate Affairs notification dated 27th February 2014 from 1st April 2014 the provisions of Section 135 and Schedule VII of Companies Act 2013 will be implemented. Along with the same Companies (Corporate Social Responsibility Policy) Rules 2014 have also been notified. 

Section 135 Applicability

1-Every Company having 
· Net worth of Rs. 500 Crores or more or 
· Turnover of Rs.1000 Crores or 
· Net Profit of Rs. 5 Crores or more 
during any FY will be required to constitute CSR Committee of Board consisting 3 or more directors and atleast 1 out these shall be Independent Director.
2-Every Company including its holding or subsidiary company, and a Foreign Company under Section 2(42) having its branch office or project office in India, which fulfills the criteria specified in Section 135(1), shall comply with Section 135 and rules. [RULE 3]

Definitions

“Corporate Social Responsibility (CSR)”-Section 135 of the Companies (Corporate Social Responsibility Policy) Rules 2014
CSR means and includes but is not limited to:-

(i) Projects or programs relating to activities specified in Schedule VII of the Act; or

(ii) Projects or programs relating to activities undertaken by the board of directors of a company (Board) in pursuance of recommendations of the CSR Committee of the Board as per declared CSR Policy of the Company subject to the condition that such policy will y cover subjects enumerated in Schedule VII of the Act.

“CSR Policy”- (RULE 2 of the Companies (Corporate Social Responsibility Policy) Rules 2014)
It relates to the activities to be undertaken by the company as specified in Schedule VII to the Act and the expenditure thereon, excluding activities undertaken in pursuance of normal course of business of a company. 
Composition of CSR Committee 

Unlisted Public Company

· An unlisted public company or a private company shall have its CSR Committee without independent director.

Private Company

· A private company having only two directors on its Board shall constitute its CSR Committee with two such directors.

Foreign Company

· In case foreign company CSR committee shall include two persons namely Authorized Resident Indian as per Sec. 380 (1) (d) and one nominee appointed by the company.

Role of CSR Committee
· To formulate and recommend to the board CSR Policy as per activities specified in Schedule VII

· To recommend the amount of expenditure to be incurred on above activities

· To monitor the policy from time to time

Role of Board
· To approve the CSR Policy recommended by the committee

· To disclose contents of the policy in the report & place it on website

· To ensure that the company spends, in every FY, at least 2% of the average net profits of the company (as per section 198) made during the 3 immediately preceding FYs, in pursuance of its CSR Policy.

· For spending the amounts local area should be preferred

·  If the company fails to spend, the disclosure is required in the report

Computation of Net Profit

“Net profit” means the net profit of a company as per its financial statement prepared in accordance with the applicable provisions of the Act, but shall not include:

(i) any profit arising from any overseas branch or branches of the company, whether operated as a separate company or otherwise;

(ii) any dividend received from other companies in India, which are covered under and complying with the provisions of Section 135 of the Act.

Provided that net profit of a financial year for which the relevant financial statements were prepared in accordance with the provisions of the Companies Act, 1956, shall not be required to be re-calculated in accordance with the provisions of the Act.

In Case Of a Foreign Company

Provided further that in case of a foreign company covered under these rules, net profits of such company mean net profits as per profit and loss account prepared in terms of section 381(1)(a) read with section 198 of the Act. [RULE 2]

CSR EXPENDITURE

At least 2 % of average net profits of 3 immediately preceding financial years to be spent in every financial year [Section 135(5)]

 CSR expenditure shall include all expenditure contribution to corpus or projects / programs [RULE 7]

Expenses incurred on building CSR capacities of own personnel as well as of implementing agencies through prescribed institutions shall be considered as CSR, upto 5% of total CSR expenditure per annum [RULE 4(6)]
CSR Activities
 1-The CSR activities shall be undertaken by the company, as per its stated CSR Policy, as projects or programs or activities (either new or ongoing), excluding activities undertaken in pursuance of its normal course of business.

2-The Board of a company may decide to undertake its CSR activities approved by the CSR committee, through a registered trust or a registered society or a company established by the company or its

Holding or subsidiary or associate company under section 8 of the Act or otherwise:

Provided that-

(a)- if such trust, society or company is not established by the company or its holding or subsidiary or associate company, it shall have an established track record of three years in undertaking similar programs or projects;

(b)- the company has specified the project or programs to be undertaken through these entities, the modalities of utilization of funds on such projects and programs and the monitoring and reporting mechanism.

 3-A conpany nay also collaborate with other companies for undertaking projects or programs or CSR

activities in such a manner that the CSR committees of respective companies are in a position to report

separately on such projects or programs in accordance with these rules

 4-Subject lo provisions of sub-section (5) of section 135 of the Act the CSR projects or programs or

activities undertaken in India only shall amount to CSR expenditure
Exclusions

1- Contribution to a political party not to be considered as CSR

2-CSR Activities for the benefits of employees and their families only not to be considered as CSR

DRAFT RULES AND CSR POLICY

• ‘Net Profit’ for the section 135 and these rules shall mean, net profit before tax as per books of accounts and shall not include profits arising from branches outside India

• Reporting will be done on an annual basis commencing from FY 2014-15

• Tax treatment of CSR spend will be in accordance with the IT Act as may be notified by the Central Board of Direct Taxes (CBDT)

• CSR activities may generally be conducted as projects or programmes (either new or ongoing) excluding activities undertaken in pursuance of the normal course of business of a company

• The CSR Committee shall prepare the CSR Policy of the company which shall include the following:
- specify the projects and programmes to be undertaken
- prepare a list of CSR projects/programmes which a company plans to undertake during the implementation year, specifying modalities of execution in the areas/sectors chosen and implementation schedules for the same

- CSR projects/programmes of a company may also focus on integrating business models with social and environmental priorities and processes in order to create shared value

- surplus arising out of the CSR activity will not be part of business profits of a company

- would specify that the corpus would include 2 percent of the average net profits, any income arising therefrom, and surplus arising out of CSR activities
• A company may also implement its CSR programs through not-for-profit organizations that are not set up by the company itself. Such spends may be included as part of its prescribed CSR spend only if such organizations have an established track record of atleast three years in carrying out activities in related areas

• Companies may collaborate or pool resources with other companies to undertake CSR activities.

• Only such CSR activities will be taken into consideration as are undertaken within India

• Only activities which are not exclusively for the benefit of employees of the company or their family members shall be considered as CSR activity

• Companies shall report, in the prescribed format, the details of their CSR initiatives in the Directors’ Report and in the company’s website

CSR Reporting

· Board’s Report of a company covered under these rules pertaining to a financial year commencing on or after the 1st April, 2014 shall include an annual report on CSR containing particulars specified in Annexure given in Companies (Corporate Social Responsibility Policy) Rules 2014.
ANNEXURE

FORMAT FOR THE ANNUAL REPORT ON CSR ACTIVITIES TO BE INCLUDED IN

THE BOARD'S REPORT

1-A brief outline of the company's CSR policy, including overview of projects or programs

proposed to be undertaken and a reference to the web-link to the CSR policy and projects or

programs.

2-The Composition of the CSR Committee.

 3-Average net profit of the company for last three financial years

4-Prescribed CSR Expenditure (two per cent. Of the amount as in item 3 above)

5- Details of CSR spent during the financial year.

(a) Total amount to be spent for the financial year;

(b) Amount unspent, if any;

(c) Manner in which the amount spent during the financial year 

6- In case the company has failed to spend the two per cent of the average net profit of the last three

financial years or any part thereof, the company shall provide the reasons for not spending the

amount in its Board report.

7-A responsibility statement of the CSR Committee that the implementation and monitoring of CSR

Policy, is in compliance with CSR objectives and Policy of the company.

The Companies (Corporate Social responsibility policy) Amendment Rules, 2014.

In the Companies (Corporate Social Responsibility Policy) Rules, 2014, in rule 4, in sub-rule (6), after the

words “but such expenditure” the words and comma “including expenditure on administrative overheads,” shall be inserted.

The Companies (Corporate Social responsibility policy) Amendment Rules, 2015
In the Companies (Corporate Social Responsibility Policy) Rules, 2014, in rule 4, in sub-rule (2)
(i) for the words “established by the company or its holding or subsidiary or associate company under section 8 of the Act or otherwise”, the words “established under section 8 of the Act by the company, either singly or alongwith its holding or subsidiary or associate company, or alongwith any other company or holding or subsidiary or associate company of such other company, or otherwise” shall be substituted;

(ii) in the proviso, in clause (i), for the words “not established by the company or its holding or subsidiary or associate company, it”, the words “not established by the company, either singly or alongwith its holding or subsidiary or associate company, or alongwith any other company or holding or subsidiary or associate company of such other company” shall be substituted.

Companies (Corporate Social Responsibility Policy) Amendment Rules, 2016

In the Companies (Corporate Social Responsibility Policy) Rules, 2014, in rule 4, for sub-rule (2), the following sub-rule shall be substituted, namely:—

The Board of a company may decide to undertake its CSR activities approved by the CSR Committee, through

(a) a company established under section 8 of the Act or a registered trust or a registered society,

established by the company, either singly or alongwith any other company, or

(b) a company established under section 8 of the Act or a registered trust or a registered society,

established by the Central Government or State Government or any entity established under an Act of Parliament or a State legislature :

Provided that- if, the Board of a company decides to undertake its CSR activities through a company established under section 8 of the Act or a registered trust or a registered society, other than those specified in this sub-rule, such company or trust or society shall have an established track record of

three years in undertaking similar programs or projects; and the company has specified the projects or programs to be undertaken, the modalities of utilisation of funds of such projects and programs and the monitoring and reporting mechanism”.

Schedule VII of the Companies Act 2013 Amendment
(l) In Schedule VIl, for items (i) to (x) and the entries  relating thereto, the following items and entries shall be substituted, namely :-

1. eradicating hunger, poverty and malnutrition, promoting preventive health care and sanitation and making available safe drinking water:

2. promoting education, including special education and employment enhancing vocation skills

3. especially among children, women, elderly, and the differently abled and livelihood enhancement projects;

4. 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;

5. ensuring environmental sustainability, ecological balance, protection of flora and fauna, animal welfare  agroforestry, conservation of natural resources and maintaining quality of soil, air and water;

6. protection of national heritage, alt and culture including restoration of buildings and sites of

7. historical importance and works of art; setting up public libraries; promotion and development of traditional arts and handicrafts:

8. measures for the benefit of armed forces veterans, war widows and their dependents;

9. training to promote rural sports, nationally recognised sports, paralympic sports and Olympic sports;

10. 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 Schedulcd Caste$, the Scheduled Tribes, other backward classes, minorities and women;

11. contributions or funds provided to tcchnology incubators located within academic institutions which are approved by the Central Government (included though Notification No 130(E) Dated 27-02-14)
12. Rural development projects." (Included through Notification No 130(E) Dated 27-02-14)
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