CORPORATE SOCIAL RESPONSIBILITY 
                                                                                                                    By –Abhiyansh Kumar Dikshit
[image: L:\abhi\comapny act2013\csr\index.jpg]Origin – The history of social and environmental concern about business is as old as trade and business is as old as trade and business itself and therefore CSR is not a new concept but can be traced back to almost 5000 years. What gave birth to this concept is that industrial impact on society and the environment and assumed an entirely new dimension.  Early roots of corporate social responsibility can be found in the actual business practices of successful companies since the eighteenth century.   
Meaning :-The responsibility of enterprises for their impacts on society. To completely meet their social responsibility, enterprises should have in place a process to integrate social, environmental, ethical human rights and consumer concerns into their business operations and core strategy in close collaboration with their stakeholders.
CSR comprise of three terms:
· CORPORATE- organized business
· SOCIAL – people/ society
· RESPONSIBILITY-accountability between the above two
The WBCSD defines CSR as “the continuing commitment by business to contribute to economic development while improving the quality of life of the workforce and their families as well as of the community and society at large.”    
CSR in India
 (
India become the first country with introducing company act2013
, 
who legalize  CSR under reporting framework
 
)
CSR in India has traditionally been seen as a philanthropic activity. And in keeping with the Indian tradition, it was an activity that was performed but not deliberated. As a result, there is limited documentation on specific activities related to this concept. However, what was clearly evident that much of this had a national character encapsulated within it, whether it was endowing institutions to actively participating in India’s freedom movement, and embedded in the idea of trusteeship.


The Companies Act, 2013 has introduced the idea of CSR to the forefront and through its disclose-or-explain mandate, is promoting greater transparency and disclosure. Schedule VII of the Act, which lists out the CSR activities, suggests communities to be the focal point. On the other hand, by discussing a company’s relationship to its stakeholders and integrating CSR into its core operations, the draft rules suggest that CSR needs
to go beyond communities and beyond the concept of philanthropy. It will be interesting to observe the ways in which this will translate into action at the ground level, and how the understanding of CSR is set to undergo a change.

WHY CORPORATE SOCIAL RESPONSIBILITY ?
· Business uses scarce resources of society 
· Business often adversely  affects environment 
· Islands of plenty cannot exist  amidst  oceans of poverty
· Government alone cannot tackle problems of inclusive growth
· Business should supplement Government’s efforts in addressing social challenges we face today.
· Business cannot succeed in a society which fails. 

Companies (Corporate Social Responsibility Policy) Rules, 20 I 4 / Companies act 2013


	·  Definition of Corporate Social Responsibility as per co. Act, 2013
Corporate Social Responsibility means and includes but is not limited to 
· Projects and programs relating to activities specified in Schedule VII of the Act, or
Projects or programs relating to activities undertaken by the board of directors of a company (Board) in recommendations of the CSR Committee of Board as per declared CSR policy of the company subject to the condition that will cover subjects enumerated in Schedule VII of the Act.
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during any financial year in the preceding 3 financial years

Enhanced Applicability:
Every company including its holding or subsidiary, and a foreign company defined under clause (42) of section 2 of the Act having its branch office or project office in India which fulfills the criteria u/s 135 of the Act .
The net worth, turnover or net profit of a foreign company shall be computed in accordance with B/S and P&L A/c of such company prepared in accordance with the provisions of the Act.
Net Profit according to Section 198 for the purpose of Section 135 of New Companies Act, 2013 
Particulars
	Total Revenue of the company 


	Less: if following are including in total revenue
1. Profit from premium of shares/Debentures
2. Profit from sales of Forfeited shares
3. Profit in terms of capital natures (in terms of undertaking of company or any part of thereof)
4. Profit from the sale of immovable property/fixed assets/any capital nature
5. Any surplus change in carrying amount of an assets or liability recognized in equity reserves.

	Total revenue after extraordinary income 

	Less: Total Expenditure including Operating Expenses
(i.e. Raw material, wages, stock adjustments, selling and admin expenses)

	Operating Profit

	Less: Interest

	PBDT

	Less: Depreciation 

	Profit before Tax

	Add: if following are including in total expenditure
1. Income tax and any other tax 
2. Compensation, damages or other payments made voluntarily
3. Loss of capital natures including loss on sale of undertaking of company or any part of thereof
4. Any transfer to assets/liabilities revaluation reserves 




CSR SPEND IN FINANCIAL YEAR
· At least two per cent. of the average net profits of the company made during the three immediately preceding financial years. 
· The section postulates that “net profit” shall be calculated in accordance with the provisions of section 198.
·  Company shall give preference to the local area and areas around it where it operates, for spending the amount earmarked for CSR  activities
· Where the company fails to spend such amount, the Board shall, in its  report, specify the reasons for not  spending the amount.
CSR Expenditure
The CSR projects or programs or activities undertaken in India only shall amount to CSR expenditure. Activities undertaken in normal course of business of company shall not be included in CSR spend (eg. The business of co. is to run educational institution)
CSR Committee- Constitution
· CSR Committee shall consist of 3 or more directors, with  at least 1 ID.
· Companies (CSR Policy) Rules 2014
	S.No. 
	Type of Co. 
	CSR Committee 

	1 
	A pvt. co. having only 2 directors on its Board 
	with 2 such directors 

	2 
	Unlisted Co./ Pvt Co. Which is not required to appoint ID 
	Without such ID 

	3 
	Foreign company 
	one person (i.e. person resident in India authorised to accept on behalf of the company service of process any notices or other documents served on the company) and another person shall be nominated by the foreign company 



The Board's report is required to disclose the  composition of the CSR Committee 
Responsibilities of the company’s Board:

· Approve and disclose CSR Policy in the annual Directors’ Report and on company website
· Ensure implementation of CSR activities as per the Policy
· Ensure that the company spends ,in every financial year, at least 2% of average net profit made during  the three immediate preceding financial years
· Directors’ Report to specify reasons in case the specified amount is not spent

CSR Policy
· The CSR committee shall formulate and recommend to the Board, a CSR Policy.  
· The policy shall indicate the activities to be undertaken by the company as specified in Schedule VII;
· The CSR Committee shall recommend the amount of expenditure to be incurred on the activities  referred  in CSR Policy
· The CSR Policy of the company shall be monitored by CSR committee from time to time.
The Board of every company shall,—
(a) after taking into account the recommendations made by the CSR Committee, 
(i) approve the CSR Policy for the  company 
(ii) disclose contents of such Policy in its report 
(iii) place it on the company's website, if any, 
in such manner as may be prescribed; 
(b) ensure that the activities as are included in CSR Policy of the company are undertaken by the company.
CSR Corpus 

CSR Policy of the company should provide that surplus arising out of the CSR activity will not be part of business profits of a company.

CSR Policy would specify that the corpus would include the following: a).2% of the average net prof its, b).any income arising there from c).surplus arising out of CSR activities.
	
SCHEDULE VII
Activities which may be included by companies in their Corporate Social Responsibility Policies:-
(i) ID eradicating hunger, poverty and malnutrition, promoting preventive health care and sanitation and making available safe drinking water:
(ii) promoting education, including special education and employment enhancing vocation skills especially among children, women, elderly, and the differently abled and livelihood enhancement projects;
(iii) 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;
(iv) 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;
(v) 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;
(vi) measures for the benefit of armed forces veterans, war widows and their dependents;
(vii) training to promote rural sports, nationally recognised sports, para olympic sports and Olympic sports;
(viii) 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 Caste, the Scheduled Tribes, other backward classes, minorities and women;
(ix) contributions or funds provided to technology incubators located within academic institutions which are approved by the Central Government
(x) rural development projects. 

Monitoring Process
i. The CSR Committee shall institute transparent monitoring mechanism for implementation of projects,
ii. The CSR Policy shall include monitoring mechanism.
iii. The CSR policy 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 
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Annual Report on CSR
In the case of foreign company, balance sheet filed under Sec 381(1) shall contain an Annexure regarding report on CSR
In the case of companies other than foreign company,The Board’s report of the company shall also include an annual report on CSR containing particulars specified in Annexure.
Such report should contain:
· It should contain brief outline of company’s CSR policy’ including overview of projects or programs proposed to be undertaken and a reference to web link to the CSR policy and projects or programs.
· Composition of CSR committee.
· Average net profit of the company for the last 3 financial years.(should be at least 2%) 
· Prescribed CSR expenditure  
· Details of CSR spent during the financial year. It should include:
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 as per the annexure provided under schedule VII
· In case if the company fails to spent at least  2% of average net profit on CSR activities in accordance with Sec 135(5), Board Report to disclose reasons for such non-compliance.
· The 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.
· Such report should be signed by:
        1. Chief Executive Officer or Managing Director or director or
        2. Chairman CSR Committee or
3. Person specified as per 380(d) of Companies Act 2013,  in the case of Foreign company) 
.
WHAT THE CSR ROLL OUT ENTAILS ?
· Need for a large number of CSR professionals (around 30,000 – 16,000 companiesx2);
· Need to create an NGO Hub which will, inter alia, empanel credible implementing agencies;
· Need to create a shelf of projects from which companies and Implementing Agencies may choose;
·   Currently there are approx. 3.3 million (33 lakh) regd. NGO’s in India;
·    Probably around ten lakh fully functional - ready to face implementation challenges;
·   Average absorptive capacity of NGOs – around 20 lakhs annually;
·   Hence around 1,00,000 NGOs required at  the very least to carry forward CSR agenda.
“Leading companies are definitely know where the source of increased productivity. These are the people involved in the work, motivated, have the resources to accomplish it and remunerative. The involvement of each employee in the work, the recognition of the contribution of each employee, recognition for each employee the right to have a voice and a role in the success of the company is the source of true performance. The source from which it can improves not gradually but significantly.”

TO conclude a quote from Paul Hawken:
“The future belongs to those who understand that doing with less is compassionate, prosperous, and enduring, and thus more intelligent, even competitive”
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